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CERTIFICATION
t

I, the  undersigned, an em plo yee o f  the State o f A laska, d o  hereby c e rtify  

th a t the m ic ro film  images o n  this m icro fo rm  are accurate reproductions 

o f  the original records o f  the State o f  Alaska as accum ulated during the 

regular course o f business, and th a t it  is the established p o lic y  and practice 

o f  th is  S tate to  m ic ro film  its records and to  dispose o f  the original records 

a fte r m ic ro film  reproductions have been made.

Date



S 60 (Rev. 12/78)

FURTHER: None
9/2 .0 /80

D a t e :

Mr. President:

The Committee on FINANCE____________________ has had CSH B 1 0 4 2 (R u les)

r e l a t i n g  t o  ta x e s ;  r e p e a l in g  th e  A la sk a  n e t  income ta x  on i n d iv id u a l s  and 
f i d u c i a r i e s  ; p r o v id in g  to r  t a 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 
h o u seh o ld  and dependent care  s e r v i c e

under co nsideration and (a ma jority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached a m e n d m e n t s (s )
[ ] same t i t l e

( ] replace with CS for  __[ j new title

and recommends _________________________________________________________________

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note
l /<■' i v

[ reports it back without recommendation

[ ] referred to the   Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS O T H E R / R E C O M M E N D A T I O N S :

/■
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1 IN THE HO'SE BY THE RULES COMMITTEE

CS FOR HOUSE BILL NO. 1042 (Rules)

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 and fiduciaries; providing 

for tax credits for political contributions and house­

hold and dependent care services; providing for refunds 

of 1979 individual and fiduciary income taxes; 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 tie Alaska Net Income Tax Act and 

substantial tax relief to most other taxjayero by means o£ 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 it. 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 and fiduciaries.

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

2G

27

28 

29

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 

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

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

-1- CSHL 42<Rules)
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not income tax on individuals and fiduciaries retroactive to January 1, 1979.

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

Sec. 43.20.012. LIMITATION ON APPLICATION OF CHAPTER; CREDITS.

The tax imposed by this chapter does not apply to individuals or to 

fiduciaries. However, an individual 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 

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

-2- CSHB 1042(Rules)



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 reaa:

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

corporation as a partner or a [AND] corporati n 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

-3- CSHB 1042(Rules)
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claimed against the tax; and

(2) other information for the purpose of carrying out the 

provisions of this chapter which the department requires.

* Sec. 7. REFUND OF 1979 INCOME TAXES. (a) An individual or fiduciary 

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

AS 43.20 for all or part of a tax year occurring after December 31, 1978 and 

before January 1, 1980.

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

section. Refunds of Ala ika 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.-

62.250 and 44.62.260.

(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 not apply to refunds made 

under sec. 7 of this Act.

* Sec. 9. The following laws are repealed: AS 43.20.011(a) - (d) and

(f), 43.20.015, 43.20.017, 43.20.021(c), 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), 

43.20.180, 43.20.215, and secs. 6 - 11 of ch. 22 SLA 1980.

* Sec. 10. Sections 2 - 6  and 9 of this Act are retroactive to January 1,

1979.

* Sec. 11. This Act takes effect immediately in accordance with AS 01.10.- 

070(c).

- 4 -  CSHB 1 0 4 2 ( R u l e s )
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/BNKI’ AISTx^flENT O F  R E V E N U E
f

OFFICE OF THE COMMISSIONER POUCH $ - MNUUJ 99811

September. 19 , 1980

HAMMOND, SO VERNON 

4 6 5 -2 3 0 0

The H onorable Clem T i l l i o n  ‘
P r e s id e n t  o f  th e  S en ate
A laska S t a t e  L e g i s la t u r e  <
Pouch V
Juneau, A lask a  99811

Re: F i s c a l  Note f o r  An A ct su sp en d in g  th e  A la sk a  N et
Income Tax Act f o r  i n d i v i d u a l s  and f i d u c i a r i e s

Lear Mr. P r e s id e n t :

A tta ch ed  p l e a s e  f i n d  f i s c a l  n o t e s  r e l a t e d  to  th e  
e s t im a te d  rev en u e  im pact and a d m i n is t r a t i v e  c o s t s  o f  the  
a b o v e -r e fe r e n c e d  l e g i s l a t i o n :

Revenue Impact -  FY 8 1 :

(A) Ch. 22 , SLA 1980 A p p r o p r ia t io n :
,o0°

1979 Refund $
A d m in is t r a t iv e  C osts  8 3 6 ,5 0 0
R efundab le  C r e d its  5 3 7 ,0 0 0

T o ta l  A p p r o p r ia t io n  $ 9 0 ,2 7 3 ,5 0 0
(See  ch . 120 SLA 198(), 

s e c .  52, page 70, l i n e  10)

(B) A d d i t io n a l  A p p r o p r ia t io n  n e c e s s a r y  to  c o v er  In c r e m e n ta l  
C ost o f  T o ta l  S u sp en sio n :

1979 Refund $ 2 2 ,1 0 0 ,0 0 0
A d m in is t r a t iv e  C osts  - 0 -  _
R efundab le  C r e d i t s  5 0 5 ,0 0 0

$ 2 2 ,6 0 5 ,0 0 0

(C) T o ta l  A p p rop ria ted  Funds: $ 1 1 2 ,8 7 8 ,5 0 0



The Honorable Clem Tillion September 19, 1980
P age,Two

% •
(D) Summary o f  FY 81 c o s t s :

1 . T o ta l  A p p rop r ia ted  Funds: $ 1 1 2 ,8 7 8 ,5 0 0

2. T o ta l  R ebate  o f  1980 W ith h o ld in g  
.(No a p p r o p r ia t io n  N e c e ssa r y  f o r  

t h e s e  funds h e ld  in  T r u st  by 
th e  S t a t e ) $ 7 3 ,5 0 0 ,0 0 0

3. T o ta l  Revenues Foregone du rin g  
FY 81 by v i r t u e  o f  r e p e a l $ 1 4 7 ,5 0 0 ,0 0 0

TOTAL $ 3 3 3 ,8 7 8 ,5 0 0

A d m in is t r a t iv e  C osts:

A d m in is t r a t iv e  c o s t s  under Ch. 22 , SLA 1980 w ere e s t im a t e d  
a t  $ 8 3 6 ,5 0 0 .  I t  i s  assumed t h a t  th e  o r i g i n a l  Ch. 22 ap p ro ­
p r i a t i o n  rem ains a v a i l a b l e  f o r  u se  to  im plem ent th e  s u s p e n ­
s io n  or r e p e a l  and we f o r e s e e  no in c r e a s e  i n  FY 81 a d m in is ­
t r a t i v e  c o s t s  w i t h  th e  s u sp e n s io n  program. T h e r e f o r e ,  no 
a d d i t io n a l  a p p r o p r ia t io n  i s  n e c e s s a r y  a t  t h i s  t im e .

Three f i s c a l  n o te s  are  a t t a c h e d  to  show th e  e s t im a t e d  
e f f e c t s  o i. s u sp e n s io n  on r e l e v a n t  D i v i s i o n s  w i t h i n  th e  
Department o f  Revenue i n  FY 82 . These f i s c a l  n o t e s  assum e a 
c o n t in u a t io n  o f  th e  Permanent Fund D iv id en d  program , c o n t i n ­
u a t io n  o f  th e  r e fu n d a b le  c r e d i t s  and su s p e n s io n  o r  r e p e a l  o f  
AS 4 3 .2 0  as o f  December 31 , 1978 . T hese p o t e n t i a l  r e d u c ­
t i o n s  in  fu n d in g  and s t a f f  are  p r e l im in a r y  and w i l l  be  
r e f i n e d  f o r  i n c l u s i o n  in  the FY 82 D e t a i l e d  B u d g e t.  At t h a t  
t im e , i t  sh o u ld  be known w hether  th e  u n d e r ly in g  a ssu m p t io n s  
are  v a l i d .

S i n c e r e l y ,

^%,Thomas K. W ill ia m s
Com m issioner o f  Revenue

A ttachm ents



O  L E G I S L A T U R E ' O F ^ H E  STATE Q  A L A S K A
^  ELEVENTH LEGISLATURE

FISCAL N O T E

REQUEST
Bill/Resolution No.________________ ________
Title An Act Suspending the A laska  Net Income Tax A ct t o r  I n d iv id u a l s  ~ai
Requested bv Governor" Date. TTTTucTaTTef

II. FISCAL DETAIL 
Agency Affected _
Program Category Affeclcd_
B1UJ, Program, or Subprogram(s) Affected. r

(Note: If more titan one budget component is affected, separate linc-item amounts and funding for each 
component in the analysis section.)

E X PENDITURES (Thousands of Dollars) • ■. . .

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

,00 P E R S O N A L  SERVICES
700 T R A V E L

<00 C O N T R A C T U A L
P 0  COMMODITIES 

600
E Q U I P M E N T
I .AND &  S T R U C T U R E S

700 GRANTS. CLAIMS. ETC.

T O T A L

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

G E N E R A L  F U N D
112.878 1.6 2.3 2.8

F E D E R A L  F U N D S •

O T H E R  ("Specify Fund Source)
UithholdinR in Trust 73.5

POSITIONS 

F U L L  TIME

•

(147.5). (206) (266) (338) 

I

•

P A R T  TIME
T E M P O R A R Y

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

$'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.. The new FY 81 figure of $112,878,000 includes $111,000,000 
for 1979 tax refunds (an increase of $2?.l million), $1,042,000 for 
refundable credits (an increase of $505.'. )0) and $836,^00 for administrative 
costs (no increase). Complete suspension of the incane 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 suspension 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 trust
(contin^dd)_

IV. D A T E __________________  P R E P A R E D  BY
A G E N C Y  JjL - M . 7 /

Original: Legislative Finance P H O N E   __________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



for the f i r s t  three quarters of tax year 1980 that w i l l  be refunded in  
FY 81.

The bottom l in e  figures represent foregone revenues due to suspension o f  
the individual income tax.



T H E  LEGISLATURE O F  T H E  STATE Or A L A S K A
E L E V E N T H  LEGISLATURE

FISCAL N O T E

I. REQUEST
Bili/Resolution No. HB/SB
Title An Act Suspending the Alaska Net Income Tax Act for Individuals and Fiduciaries 

Requested bv Governor__________________________________________ .Date 9/22/80__________

FISCAL DETAIL 
Agency Affected _ Revenue

Program Category Affected General Government
BRU, Program, or Sllbprograin(s) Aflectcd Administration and Support. M a n a g e m e n t :  S e r v i c e s  

(Note: If more than one budget component is affected, separate linc-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
100 PERSONAL SERVICES. (480.2)

200 TRAVEL 1 __ 2.0V
800 CONTRACTUAL (231.2)

.COMMODITIES. ( 1.0)

500 : EQUIPMENT.
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC,

TOTAL (714.4)

FUNDING (Thousands of Dollars) 

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

(714.4)

POSITIONS

FULL TIME (16/I92mm'

PART TIME (10/50 mm

TEMPORARY

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

100 = 384.2 Salaries 
96.0 Benefits 

480.2 Total Personnel Reduction

3.00 = .96.2 Forms/Postage 
30.0 Machine Rental 

100.0 DP Chargeback
5.0 Miscellaneous Contractual 

231.2 Total Contractual Reduction

IV. HATF. 9/22/80 PREPARED BYfaP , A , ..Wall 
f RevenueAGENCY

PHONEOriginal: Legislative Finance 
"cc: Budget and Management

Prime Sponsor (First Legislator Named)

4 6 5 - 2 3 1 3

33-001 (Rev. 12/79)



T H E  L E GI SL AT UR E O F  T H E  S T A T E  O F  A L A S K A
E L E V E N T H  L E GI S LA TU RE

I. R E Q U E S T
Bill/Resolution No. H o u s e / S e n a t e  B i l l  No

F I S C A L  N O T E

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 ^ i , v ^ d ^ a  a nd_
Requcsted bv G o v e r n o r luciar

II. FISCAL DETAIL 
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 it  D i v i s i o n
(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)

FY 80 . FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONA!. SERVICES - 0- (1 6 2 .3 )
?,oo TRAVEL -C - - 0-
300 CONTRACTUAL - 0- ( . 6 ) '
400 COMMODITIES - 0- ( 3 .4 )
f>00 EOIJIPMENT - 0- - 0-
600 LAND & STRUCTURES - n - - n -
700 GRANTS. CLAIMS. ETC. - n - _n-

TOTAL - 0 - (166.3)

FUNDING (Thousands of Dollars)

GFNERAL FUND 1 - o - - (1 6 6 .3 )
FEDERAL FUNDS
OTHER (Snecifv Fund Source)

POSITIONS 

FULL TIME - 0- ( 6 )
PART TIME - 0- (5)
TEMPORARY

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

See a t t a c h e d  m e m o r a n d u m  to 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  19, 1 9 8 0

IV. D A T E  S e p t e m b e r  22, 1 9 8 0 pRppA

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

Prime Sponsor (First Legislator Named)

3 3 - 0 0 1  (Rev. 12/79)



m f .m o r a iQ d u m
o

S ta te  of Alaska

TO:

FROM:
II

i

d a t e : S e p t e m b e r  19, 1980

FILE NO:

TELEPHONE NO:

s u b j e c t : F iscal Imp act of
H o u s e / S e n a t e  B i l l  #1

This bill wo ul d repeal the i n di v id u al  income tax r e t r o a c t i v e  
to January 1, 1979. It is a n t i c i p a t e d  that the D e p a r t m e n t  
of Re venue will issue 225. 0 00  re fu nds to t a x D a y e r s  f o r  1979 
and an a d d it i on al  325,000 of w i t h h o l d i n g  r e f u n d s  for 1980. 
As s um i ng  the L e g is la t ur e  passes this or a s i m i l a r  b i l l  
during the week of S e p t em b er  22nd, the m a jo r  impact  o f  that 
l eg is lation will be felt by this di vi s io n in the n e x t  nine 
months. This impact will coi n c id e with the decl i ne  o f  
normal fu nc ti on s which va ri ou s member s of my s t a f f  h a v e  
p er f or me d in the past wh ich were ne c es sa r y to the o n g o i n g  
op er at io n of the indiv id ua l income tax law.

In re viewing the impact of this l e g i s l a t i o n  on my di v i si o n,
I have c o n t in ue d  to assume that the P e rm a n e n t  F u n d  D i v i d e n d  
pr ogram will survive the court test and that we will be 
p ro ce ss ing c laims for P er m an e nt  Fund D i v i d e n d s  yet t h i s  year 
and in su b se q u e n t  years.

There are three units in the Ju ne au  office w h i c h  wil l be 
pr imarily im p ac t ed  by the i n d i v i d u a l  inc om e tax repeal.
These are: Wi th h o l d i n g  Unit, I n d iv i du a l Tax E x a m i n a t i o n
Unit, and the Taxpay er  A s s i s t a n c e  Unit. T he r e will a l s o  be 
a slight impact on the st a ff i ng  of the A n c h o r a g e  field 
office. There will be no impa ct on our F a i r b a n k s  and 
Seatt le field offices.

The W i th h ol d in g Unit will still be r e q u i r e d  to p r o c e s s  all 
third quart er  wi th h ol d in g re po rts from e mp loyers , a l i m i t e d  
number of fourth quarter w i t h h o l d i n g  reports, ard an annual 
r e co n c i l i a t i o n  from all employers, which wi ll  net be 
re ceived until the mo nth of February. It is i m p e r a t i v e  that 
they p roperly  proces s all of these reports tj en su re 'at 
employers have, in fact, w i t h h e l d  and paid An to us ine 
amount of Al aska wi t hh o l d i n g  w hi ch  they sh o w on t h e i r  final 
Alaska W-2 forms. Due to the si g ni f i c a n t  c o n f u s i o n  w h i c h  
arose when SB 394 was enacted, with many e m p l o y e e s  b e c o m i n g  
exempt from w i th h o l d i n g  duri ng the mi dd le  of a qu ar t er ,  and 
the a n ti c i p a t e d  similar p r o bl e ms  with the e n a c t m e n t  o f  the 
repeal law wh i ch  will make all e m p l oy e es  e x em p t from f M s k a  
wit hholding, it is ex pe c te d  that there will be, a mu c h higher 
inci dence of r ep o rt in g error than we have e x p e r i e n c e d  in the 
past. This in c rease d i n ci dence of error will resu l t from

Jos eDh K. D o n oh u e 
Deputy C o m m i s s i o n e r  
D e pa r tm e nt  of Reven ue

02-001 A (R e v .10/79)



0  " G
Jo se ph  K. Donohue 
Se p te m be r  19, 1980 
Page 2

»*• 1

the fact that some employers have cho sen to re fu n d  s o m e  of 
the taxes previo us ly  with he ld  to the employees, yet i n  some 
cases have not co r r ec te d  their payrol l re cor ds to r e f l e c t  
those refunds. If these erro rs  are not i d e n t i f i e d  a n d  
corrected, it will result in the State of A l as ka  i s s u i n g  
r ef un ds  for 1980 with h ol d in g to em p lo ye es c o n s i d e r a b l y  in 
ex ce ss  of the amount actually wi th h e l d  and re mi t te d  to  the 
Sta te of Alaska. There are a p p r o x i m a t e l y  13,000 e m p l o y e r s  
in the State of Alaska whose a'ccounts will have to be 
b a l an ce d  and closed out and it is a n ti c ip at e d that t h i s  will 
easily take the sta ff until Jun e 30, 1981 to a c c o m p l i s h .

The Indiv id ual Tax E x am in a ti o n Unit will be i m p a c te d  
p ri m ar il y by the refund of the 1979 indiv idual i n c o m e  tax 
bas ed on the returns filed. Bec au s e of the d es i gn  of the 
data capture system, all 1979 in di vi du a l tax r e tu rn s  w h i c h  
were adju st ed within the D e p a r t m e n t  of' Re ve nue will h a v e  to 
have their 1979 refund h a nd - generat ed . The st a ff  w i l l  be 
wo rking from a c o m p u t e r - g e n e r a t e d  list of re turns w h i c h  had 
ch anges made to them. From this list they will ha ve  to pu^.1 
the return from our central audit files, review the r e t u r n  
to de t e rm in e  what the actual co rr e ct  amount of tax p a i d  was, 
and h a nd - g e n e r a t e  a refund document. This will be a ve r y 
t i m e - c o n s u m i n g  process because it will all have to be done 
by hand. It is antic i p at ed  that there will be 2 5 , 0 0 0  such 
refun ds which will have to be de t er m i n e d  by the s t a f f  of 
this unit. They will also be re qu ired to deal wi th  th o se 
pr o bl e m returns where the t a x p a ye r s have s e p a r at e d or 
d ivorce d since their 1979 retu rn  was filed and wan t s e p a r a t e  
chec ks issued rather than a single check to the joint 
names. This unit will further be r eq uired to h a n d l e  th e
1980 claims which will be filed in 1981 for r e fu n d of their 
w i th h ol d in g  and/ir es timated tax payments, p o l i ti c al  
c om p a ig n  contr ibutions, and c h il d . c a r e  exp en se s on w h i c h  the 
c o mp u t a t i o n s  are in error. Base d on pre vi ou s filing e x p e r i­
ence, it is a n t ic i pa t ed  that there will be at least 1 0 ,0 0 0 
re turns in this category. Since pr oc e ss i ng  of the p r o b l e m  
1979 returns will begin in early October, 1980 and w i l l  
carry into at least March of 1981, it is im p er a ti /e  t h at  the 
funds which will remain from SB 394 a p p r o p r i a t i o n s  be made 
av ai l ab l e for the proce ss in g of the r e f u n d s  u n de r this 
bill. Dur in g the period of February, 1981 t h ro ug h  June,
1981 we will have cur regularly au t ho r i z e d  se as o na l  s t a f f  to 
handl e the re ma in in g 1979 re turns as well as all the p r o b l e m  
cla ims for 1980. It is a n ti c i p a t e d  that we will be a b l e  to 
finish p ro c es si n g all of these returns by June 30, 1981.

The Juneau Ta xp a ye r  As s is ta n ce  Unit will e v e n t u a l l y  be 
aff ected by a repeal; however, dur in g the next nine m o n t h s  

it is expe ct ed that they will con t in ue  to have a ve ry  high
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demand for their services b e ca u se  of the large n u m b e r  of 
questions which  clearl y will be rais ed by t a x p ay e rs  r e g a r d­
ing either how their 1979 re fund will be process ed, or t h e i r  
1980 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  care 
expense claim is to be p repared and submitted. There will 
also be an appr ox i ma t e d oubling of our w orkloa d r e g a r d i n g  
returned checks which have i nc o rr ec t add resses b e c a u s e  c 
the large num ber of people who will have moved since t h e i r  
1979 return was filed, or their 1980 claim was filed. It 
will re qui re all the c ur r en tl y au t ho r iz e d staff to p r o p e r l y  
account for and reissue the a n t i c i p a t e d  10,000 r e t u r n e d  
w arrant s which will be undelivera bl e.  .

It is also an tic i pa te d  that the d e ma nd  for tax pa y er  a s s i s t­
ance services will remain high in the A n ch or age area t h r o u g h  
the remainder of this fiscal year in pr ov id in g a s s i s t a n c e  to  
i ndivid ua ls  in regard to their 1979 refunds or t he ir  1980 
claims. Again, be cau se the impact of the 1979 r e f u n d s  will 
begin in early Oc to ber and 1980 claims will begin in m i d  to 
late January, it is a n t ic i pa te d  that this high d e m a n d  for 
taxpayer s ervices  will continue thro u gh  June of 1981.

It is an ti c i pa t ed  that this repeal will result in a 
reduction in staff in the Audit  D i v i s io n  of e le ve n  p o s i t i o n s  
for FY 82. This is co mp rised of six pe rmanent full ti m e  a nd  
five seasonal positions. These re du c t i o n s  will be in the 
various units di s cu ss ed  above. . The total po s it i on  cost for 
these positions is $166,300. As I m e n t i on e d p re v io u s l y ,  we 
are c on ti nuing to antic ip at e that the Pe rm a ne n t Fu nd  
D ividen d pro gr a m will remain in effect and that the c ou r t 
decision up h olding  it will be r e le as ed with in  the next few 
months. It should be noted that the p osit io n r e d u c t i o n s  do 
not include any po sitions which were a ut ho r iz e d u n d e r  the 
tax relief legislation. It is as su me d that those p o s i t i o n s  
would be termi na te d at the end of this fiscal year.



T H E  LEGISLATURE O F  T H E  STATE OF A L A S K A
EL E V E N T H  LEGISLATURE

I.

FISCAL NOTE

REQUEST
Bill/Resolution No. _________________________________________________________
Title An act suspending the Alaska Net Income Tax for individuals and fiduciaries____

Requested bv Governor________________________________________________Date September 22, 1980

II. FISCAL DETAIL 
Agency Affected _ Revenue

Program Category Affected, Revenue Collection & Management 
Enforcement -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)

FY 80 .FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL. SERVICES - 0- _(.191.. 3)
200 TRAVEL - 0- ( 7.8)
300 CONTRACTUAL - 0- ( 18.8)
400 COMMODITIES - 0- ( 1.9)
500 EOUIPMENT ' - 0-
60G LAND & STRUCTURES ( 2.3)
700 GRANTS. CLAIMS. ETC.

TOTAL -0- (222.1)

FUNDING (Thousands of Dollars)

GENERAL FUND - 0- (222. 1)
FEDERAL FUNDS
OTHER (Specify Fund Source'

POSITIONS 

FULL TIME - 0- ( 16 )

•

PART TIME - 0-
TEMPORARY • - 0-

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

See attached memorandum from Fred Boetsch, Director of Enforcement Division to 
Joe Donohue, Deputy Commissioner, Taxation, dated August 29, 1980.

IV. DATE 09/19/80

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

P R E P A R E D  B Y Fred BocCsc^» Director of Enforcement Div 

A G E N C Y  _  Revenue 

P H O N E ___ ( 9 0 7 )  4 6 5 - 2 3 6 6

3 3 - 0 0 1  (Rev. 12/79)



MEMORANDUM Sta te  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

Fred Boetsch, Director 
Enforcement Division

s l iq 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 would be the Permanent Fund 
Dividend Program. If this program goes into effect, we will exercise 
our right of offset to satisfy many old v.izrrants 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 of 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 whereas those positions indicated in red would be 
deleted. Approximately 16 positions would ultimately be deleted from 
the collection staff and 13 positions v/ould remain.

FB/vcy

Attachment

cc: Marilla Gemmer, Chief 
Enforcement Operations

H - .. i 0//9 J
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THE LEGISLATURE

BUDCTT AND AUDIT COHMIJUC

M E M O R A N D U M

D A T E :  S e p t e m b e r  18, 1980

TO: 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 i t t e e

F R 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

FINANCE DIVISION POUCH IVF-STATE CAPITOL JUNEAU, ALASKA 99811 PHONE: (9071 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 (attached) 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  5923 m i l l i o n  a t  the e n d  of t h i s  f i s c a l  y e a r  a n d  
$ 5 , o 9 2  m i l l i o n  in c a s h  a v a i l a b l e  for a p p r o p r i a t i o n  for 
F Y  82 if t h e r e  is 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  
i n 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  1979 t a x  p a y m e n t s  
a n d  c a l e n d a r  1980 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 i n g  s u c h  l e g i s l a t i o n  i £  e n a c t e d ,  the 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  the e n d  of F Y  81 a n d  $ 5 , 0 5 1  m i l l i o n  
in 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  for F Y  82 b a s e d  on 
t h e  c o s t  of s u c h  l e g i s l a t i o n  as d e t a i l e d  in the a t t a c h e d  
f i s c a l  note, n a m e l y

F Y  81
A p p r o p r i a t i o n  of 1979 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  of 19 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  81 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  FY 82 $ 5 3 8 . 8  m i l l i o n

T h e  e s t i m a t e s  of p e t r o l e u m  r e v e n u e s  in t h i s  M e m o  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  in the 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  of 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  1980 " R e v e n u e  S o u r c e s "  T h i s  M e m o

F Y  81 $ 2 2 . 5 5  $ 1 9 . 8 7
F Y  82 $ 3 3 . 6 9  $ 2 6 . 9 2 *

31*01 LH



Honorable Russ Heekins -2- September 18, 1980

T h e  d i f f e r e n c e s  in 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  or d i f f e r i n g  a s s u m p t i o n s :

t

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  on  F e b r u a r y  1, 1 9 80, 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  of t h e  f i e l d  c o s t s  i s s u e s  in 
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  in t h e  
e s t i m a t e s  h e r e i n .  $40 m i l l i o n  in  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  the S t a t e  i n  F Y  81. B a s e d  o n  s e t t l e d  
c o s t s  of 42C 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  for 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  19 8 0  w o u l d  b e  54C vs. t h e  a v e r a g e  
of 64C 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  in t h e  
''Revenue Soui :es" 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  D O E  of  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  in 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  
in 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  in J u l y  1980. T3 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  1981
as t h e  c o n t r o l l e d  p o r t i o n  of 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  is a s s u m e d  in  t h i s  M e m o  to b e  a c c e l e r a t e d  
b y  a d o p t i o n  of n e w  D O E  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  on N o r t h  S l o p e  b y  
$2 b e c a u s e  of its 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  art 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  of  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  in the 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  of  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 P E C  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  on 
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  
is 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  
so 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  in 1981.

e n c l o s u r e s



TABLE I 
GENERAL FUND BALANCES 

($ Millions)

Available for 
Appropriation Cash Source

General Fund Balance 6/30/79 

FY 80
Unrestricted Revenue

(Net o f  Permanent, Renewable 
Resources, and Native Claims 
Rinds)

Appropriations
(Including Supplemental! s)

I l l iq u id  Investments 

General Fund Balance 6/30/80 

FY 81
Unrestricted Revenue

(Net o f Permanent & Renewable 
Resource Funds; inclusive of  
individual income tax l ia b i l ­
i t i e s )

Appropriations
(Net o f appropriation o f  $88.9 
for calendar 79 tax refunds 
in  f i s c a l  note for SB 394)

General Fund Balance 6/30/81

FY 82
Unrestricted Revenue

(Net o f  Permanent & Renewable 
Resource Funds; Inclusive of  
individual income tax 1ia b i l -  
t ie s )

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

684.3 199.0 "Executive Budget FY 81" 

2539.5 2539.5 "Revenue Sources" June 1980

(1651.2) (1651.2)

(389.0)

1572.6 698.3

3564.1 3564.1

(3851.1) (3339.1)'

1285.6 923.3

4669.0 4669.0

5954.6 5592.3

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

L eg is la tive  Finance estimate

(1)

port -  Capitol Budget and Sum­
maries FY 81"

L egis la tive  Finance estimate

Footnote 1. Certain appropriations to AHFC, AIDA, ard for f i s h  processing loan 
guarantees were made from i l l iq u id  assets .

PREPARED BY:
Legislative Finance Division  
September 17, 1980



T ABLE 2

F Y  80 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  Loans. $ 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  H o m 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 (40.0)

$ 3 8 9 . 0

P R E P A R E D  BY:
T.eqislative F i n a n c e  D i v i s i o n  
S e p t e m b e r  17, 1 9 8 0
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■FISCAL N O T E

'**?' THE LEGISLATURE OF T H E  STATE OF A L A S K A
ELEVENTH LEGISLATURE

R E Q U E S T
Bill/Resolution No. ;   _
Title A n  A c t  R e l a t i n g  to I n c o m e  T a x  R e p eal a n d  R e f u n d a b l e  C r e d i t s
Requested by_ Date

II. FISCAL DETAIL 
Agency Affected _
Program Category Affected____________
DRU, Program, or Subprogram(s) Affected,
(Note: If more than one budget component is affected, separate line-itcm amounts and funding for each 

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

IPO PERSONA 1 SFR VICES
FY 80 FY 81 FY 82 FY S3 F Y  84 FY 85

200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 AND A STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

M il l io n s  
TINDiNG OBXKOtKSfflCof Dollars)

GENERAL FUND 1 1 1 .8 1 .7 1 .6 ro 1. CO 2 .8
FEDERAL FUNDS
OTHER (Soecifv Fund Source)
W ithh old in g  in  T rust , 7 3 .5 £

/ j

POSITIONS 

FULL TIME

'a
(1 4 7 .5 )

- .  0  rv? f vR> . :  
r  F / t c

(206)
J

(2 6 6 ) (338) (427:

PART TlMI-
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
The a fo rem en tio n ed  numbers are  broken down i n  the  f o l l o w i n g  manner 
(1) T h is f i s c a l  year  1981 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  in  1979 tax  year  re fu n d s  p lu s  .8  m i l l i o n  fo r  r e f u n d ­
a b le  c r e d i t s  in  the  form o f  p o l ; 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 $ 73 .5  m i l l i o n  f i g u r e  to  be p a id  in  FY 81 c o n s i s t s  
o f  w i th h o ld in g  h e ld  in  t r u s t  f o r  th e  f i r s t  th r e e  q u a r te r s  o f  ta x  
year  1980 . (3) The f ig u r e  o f  $147 m i l l i o n  r e p r e s e n t s  th e  remainde;
o f  fo re g o n e  income fo r  f i s c a l  y e a r  1981 . 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 tem s (1) and (2 )  must be a p p r o p r ia te d  
where as the $147 .7  m i l l i o n  fo r e g o n e  income dods n o t  r e q u ir e  
a p p r o p r ia t io n  on the  part o f  th e  L e g i s l a t u r e .  (4 ) The f i g u r e s  
fo r  FY 82 through FY 85 encompass f i r s t  the  r e fu n d a b le  p o l i t i c a l  
c o n t r ib u t io n  and c h i ld  ca re  c r e d i t s  and secon d  th e  f o r e g o n e  incom e  
assum ing t o t a l  r e p e a l  o f  the  i n d i v i d u a l  incj

IV. D ATI-

Original: Legislative Finance 
cc: Huduct and Management

Prime Sponsor (First Legislator Named)

PREPARED BY
AGENCY   _
PHONE ^ > ^  3  ? /

3 3 - 0 0 1  (Rev. 12/79)



FISCAL N O T E

I. REQUEST
Bill/Resolution No._______________________ _ _ _ _ ______________________________________________
Title An A r t  R p I  a r i n g  r n  T n p n m p  T a v  R e p e a l  a n d  R e f n n r i a h l  e  C . r p d i  r«; 
Requested by______________________________________________________________ Dale_______________

•** THE LEGISLATURE OF THE STATE OF A L A S K A
ELEVENTH LEGISLATURE

II. FISCAL DETAIL
Agency A f fec ted __________________________   ;_____________________________________________
Program Category Affected_________________________________________________ ________________________
BRU, Program, or.Subprogram(s) Affected___________________________________ _______ '_______________
(Note: If more than one budget component  is affected, separate line-itcm amounts  and funding for each 

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

FY 80 FY 81 FY 82 FY 83 ‘ - FY 84 FY 85

100 PERSONAL SERVICES
•> ;. r

■)00 TRAVFT
300 CONTRACTUAL ' •
400 COMMODITIES
500 EQUIPMENT
600 LAND &. STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING ( M f f l o f  Dollars) 
M i l l i o n s

G E N E R A L  F U N D 30.5 1.7 1 . 6 2.8 2 . 8
F E D E R A L  F U N D S

OTIIEP. (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

T a x _C26_JL) (30) (41) (54) ..(70)

PC ITIONS

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

III. ANALYSIS (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  o n  the f i r s t  p a g e  r e p r e s e n t s  the 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  o f  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  
o f  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  of 
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  above.
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  
N o 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. DATE

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY 
AGENCY _
PHONE <2 3 C1 /

33-001 (Rev. 12/79)
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I,  the  undersigned, an e m p lo yee  o f  the S tate o f A laska, d o  hereby c e rtify  

th a t the m ic ro film  images on this m ic ro fo rm  are accurate reproductions 

o f  th e  original records o f  the State o f  A laska as accum ulated during the 

regular course o f  business, and th a t it  is the  established p o lic y  and practice 

o f  th is  S tate to  m ic ro film  its records and to  dispose o f  the  original records 

a fte r m ic ro film  reproductions have been m ade.

Date
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/  JAY S. HAMMOND, GOVERNOR

Bltil’ AK TJM EN T O F  R E V E N U E  1 4 6 5 " 2 3 0 0

OFFICE OF THE COMMISSIONER / POUCH S -  JFUNEAU 99811

September. 19 , 1980

The H onorable Clem T i l l i o n  ! -'
P r e s id e n t  o f  th e  S en a te  
A la sk a  S t a t e  L e g i s l a t u r e  
Pouch V
Juneau, A lask a  99811

Re: F i s c a l  N ote  f o r  An A ct su sp en d in g  th e  A la sk a  N et
Income Tax Act f o r  i n d i v i d u a l s  and f i d u c i a r i e s

Dear Mr. P r e s id e n t :

A ttach ed  p l e a s e  f i n d  f i s c a l  n o t e s  r e l a t e d  t o  th e  
e s t im a t e d  rev en u e  im pact and a d m i n is t r a t i v e  c o s t s  o f  th e  
a b o v e -r e fe r e n c e d  l e g i s l a t i o n :

Revenue Impact -  FY 8 1 :

(A) Ch. 22 , SLA 1980 A p p r o p r ia t io n :
llrfob , 0 t 0

1979 Refund $ •fr9-r^07S90-
A d m in is t r a t iv e  C o sts  8 3 6 ,50 0
R efundab le  C r e d i ts  5 3 7 ,0 0 0

T o ta l  A p p r o p r ia t io n  $ 9 0 ,2 7 3 ,5 0 0
(See  ch . 120 SLA 1980 , 

s e c .  52 , page 70 , l i n e  10)

(B) A d d i t io n a l  A p p r o p r ia t io n  n e c e s s a r y  to  c o v e r  In c r e m e n ta l  
C ost o f  T o ta l  S u sp en sio n :

1979 Refund $ 2 2 ,1 0 0 ,0 0 0
A d m in is t r a t iv e  C o sts  -U- .
R efundab le  C r e d i ts  5 0 5 ,000

$ 2 2 ,6 0 5 ,0 0 0

(C) T o t a l  A p p r o p r i a t e d  F u n d s : $ 1 1 2 ,8 7 8 ,5 0 0



The Honorable Clem Tillion September 19, 1980
Page,Two

(D) Summary o f  FY 81 c o s t s :

1. T o ta l  A p p ro p r ia ted  Funds: $ 1 1 2 ,8 .8 ,5 0 0

2. T o ta l  R ebate o f  1980 W ith h o ld in g  
.(No a p p r o p r ia t io n  N e c e s s a r y  fo r  

t h e s e  funds h e ld  i n  T ru st  by 
th e  S t a t e ) $ 7 3 ,5 0 0 ,0 0 0

3. T o ta l  Revenues Foregone du rin g  
FY 31 by v i r t u e  o f  r e p e a l $ 1 4 7 ,5 0 0 ,0 0 0

TOTAL $ 3 3 3 ,8 7 8 ,5 0 0

A d m in is t r a t iv e  C o s t s :

A d m in is t r a t iv e  c o s t s  under Ch. 22 , SLA 1980 w ere  e s t im a te d  
a t  $ 8 3 6 ,5 0 0 .  I t  i s  assumed t h a t  th e  o r i g i n a l  Ch. 22 app ro­
p r i a t i o n  rem ains a v a i l a b l e  f o r  u se  to  im plem ent th e  su s p e n ­
s io n  or r e p e a l  and we f o r e s e e  no ir  c r e a s e  in  FY 81 a d m in is ­
t r a t i v e  c o s t s  w ith  the  su sp e n s io n  program. T h e r e fo r e ,  no 
a d d i t io n a l  a p p r o p r ia t io n  i s  n e c e s s a r y  a t  t h i s  t im e .

Three f i s c a l  n o t e s  are  a t t a c h e d  to  show th e  e s t im a t e d  
e f f e c t s  o f  su sp e n s io n  on r e l e v a n t  D i v i s i o n s  w i t h i n  th e  
Department o f  Revenue i n  FY 8 2 . These f i s c a l  n o t e s  assum e a  
c o n t in u a t io n  o f  th e  Permanent Fund D iv id en d  program, c o n t i n ­
u a t io n  o f  th e  r  _undable  c r e d i t s  and s u s p e n s io n  or r e p e a l  o f  
AS 4 3 .2 0  a s  o f  December 31, 1978 . These p o t e n t i a l  r e d u c ­
t i o n s  in  fu n d in g  and s t a f f  a re  p r e l im in a r y  and w i l l  be  
r e f i n e d  f o r  i n c l u s i o n  in  the  FY 82 D e t a i l e d  B u d get. At t h a t  
t im e , i t  sh o u ld  be kncvn w hether th e  u n d e r ly in g  a ssu m p tio n s  
are  v a l i d .

S i n c e r e l y ,

^rv^Thomas K. W i l l i a m s
Com m issioner o f  Revenue

A ttachm ents



: ji LEGISLATURE O F  T H E  STATE A L A S K A
E L E V E N T H  LEGISLATURE

FISCAL N O T E

REQUF.ST
Bill/Resolution N o .______________________ ________________________  __________
Title A n  A c t  S u s p e n d i n g  the A l a s k a  N e t  I n c o m e  T a x  A c t  t o r  I n d i v i d u a l s  ar

( 1 n v 1 LM i" o v “i cr  i d u c i a r i e

II.

Requested by_ Governor Date.

FISCAL DETAIL 
Agency Affected _
Program Category Affectcd_
BRU, Program, or Subprogram(s) Affected r ■)’______ ..________________________________________
(Note: If more than'onc budget component is affected, separate linc-item amounts and funding for each 

component in the analysis section.)

EXPEND I T U R E S  (Thousands of Dollars) • . .

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

!0Q_ 13RSQML. SERVICES.
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S  
500 E Q U I P M E N T  
600 ' L A N D  ft S T R U C T U R E S  
700 GRANTS. CLAIMS. ETC.

T O T A L

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

G E N E R A L  F U N D
112.878 1.6 2.3 2.8

F E D E R A L  F U N D S •

O T H E R  (Specify Fund Source)
VJithholdintt in Trust 73.5

POSITIONS 

F U L L  TIME

•

(147.5). (206)

<#

(266) (338) 

1

P A R T  TIME
T E M P O R A R Y 1

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

$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- 
isr :ive costs.. The new FY 81 figure of $112,878,000 includes $111,000,000 
for 979 tax refunds (an increase of $22.1 million), $1,042,000 for 
refundable credits (an increase of $505,000) and $836,500 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 suspension 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 t
/ ( ; (conti

IV. D A T E __________________  P R E P A R E D  B Y  6 .
A G E N C Y  S '  -M.-7/ y________

Original: Legislative Finance P H O N E ____________________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

3 3 - 0 0 1  (Rev. 12/79)



o o

for the f i r s t  three quarters of tax year 1980 that w i l l  be refunded in  
FY 81.

*
The bottom l in e  figures represent foregone revenues due to  suspension o f  
the individual income tax.



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

FISCAL N O T E

REQUEST
Bili/Resolut ion No. HB/SB
Title An Act Suspending the Alaska Net Income Tax Act for Individuals and Fidtiriaries 

Requested bv Governor________________________________________________ .Date 9/22/80__________

FISCAL DETAIL 
Agency Affected _ Revenue

Frograin Category Affec ted General Government

BRU, Program, or Subprogratn(s) Affected A d m i n 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 a m o u n t s  and funding fo r  each 

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

FY 80 .F Y  81 FY  82 F Y  83 FY 8- F Y  85

100 PER SONAL SERVICES 0 . (480 .2 ' )
?.oo TRAVET. 0 .. _C. 2 . 0 )
300 CO NTRACTUAL 0 ( 2 3 1 . 2 ) •

400 COMMODITIES 0.. .. . . . . ( 1 . 0 )
500 • EOIJIPM ENT •
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

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

FUNDING (Thousands of  Dollars)

G E N E R A L  FUND (714 .4)

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

POSITIONS

F U L L  TIME 0 (16/192iran;

PA R T  TIME 0 (10/50 mm'

TE M PO R A R Y

III. ANALYSIS (See Fiscal No te  Preparation Instructions,  Section III)

100 = 384.2 
96.0 

480.2

Salaries
Benefits
Total Personnel Reduction

3.00 = .96.2 Forms/Postage 
30.0 Machine Rental 

100.0 DP Chargeback
5.0 Miscellaneous Contractual 

231.2 Total Contractual Reduction

IV. nATF. 9/22/80 .PREPARED B. 
AGENCY 
PHONE _Original: Legislative Finance 

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

f Revenue
Wall

4 6 5 - 2 3 1 3

3 3 -0 0 1  (Rev . 12 /79)



FISCAL NOTE

I. REQUEST , ^ „
Bill/Resolution No. H o u s e / S e n a t e  B i l l  N o .  _________ ___________ _

T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A
E L E V E N T H  LEGISLATURE

Title An A c t  s n s n p n d i  no the 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 p d
Reouested bv G o v e r n o r Datey/ 2 2 / 8 6  T f i d u c i a r i

FISCAL D E T A I L  
Agency Affected

. J *

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:  If  more than one budget  component  is affected, separate line-item amounts  and funding for  each 
component  in the analysis section.)

EXPENDITURES (Thousands o f  Dollars) 

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

100 PERSONAL SERVICES - 0 - ( 1 6 2 . 3 )
•;.00 TRAVF.T. - 0 - - 0 -
'j 0 0  CONTRACTUAL - 0 - ( . 6 ) '
400 COMMODITIES - 0 - ( 3 . 4 )
500 EOIJIPMENT - 0 - I S ®
600 LAND & STRUCTURES - 0 - - n -
700 GRANTS. CLAIMS. ETC. - n - - n -

TOTAL - 0 -  ( 1 6 6 . 3 )

FUNDING (Thousands of  Do’ 

GENERAL FUND

lars)

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

POSITIONS

FULL TIME - 0 - ( 6 )
PART TIME - 0 - (5 )
TEMPORARY

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

S e e  a t t a c h e d  m e m o r a n d u m  to  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  19, 1980.

IV. DATE S e p t e m b e r  2 2 ,
AGENCY

Original; Legislative Finance PHONE _
cc: Budget and Management

Prime Sponsor  (First Legislator Named)

33-001 (Rev. 12/79)



•• M EM ORANDUM

< v

S ta te  of Alaska

TO:

FROM:

date: S e p t e m b e r  19, 1980

FILE NO:

TELEPHONE NO:

s u b j e c t : F iscal I mp a ct  of

H o u s e / S e n a t e  Bill #1

T h i s  bill w ou l d repeal the i n di v i d u a l  i ncome t ax  r e t r o a c t i v e  
to Janu a ry  1, 1979. It is a n t i c i p a t e d  that the D e p a r t m e n t  
of Reve n ue  will issue 2 2 5 , 0 0 0  refu n ds  to t a x p a y e r s  for 1979 
and an a d d i t i o n a l  32 5, 00 0  of w i t h h o l d i n g  r e f u n d s  for 1980. 
A s s u m i n g  the L e g i s l a t u r e  pass es this or a s i m i l a r  bi ll  
d uring the wee k of S e p t e m b e r  22nd, the m aj o r i m p a c t  of that  
l e g i s l a t i o n  will be felt by this d i v is i on  in the ne xt nine 
months. Th is impact will c o i n ci d e with the d e c l i n e  of 
no rm al  fu n ct io n s which vario us  me mb e r s of my s t a f f  have 
p e r f o r m e d  in the past w hich were ne c es s a r y  to the o n g o i n g  
o p e r a t i o n  of the i n di v id ua l  income tax law.

In r ev ie wing the impact of this l e g i s l a t i o n  on my divisi on ,
I have c o n t i n u e d  to ass ume that the P e r m a ne n t F u n d  D i v i d e n d  
p r og r am  will surviv e the c ou rt  test and that we will be 
p r o c e s s i n g  clai m s for P e r m a n e n t  Fund D i v i de n ds  yet this y e a r  
and in s u b s e q u e n t  years.

Th er e  are three units in the June a u office  w h i c h  will be 
p r i m a r i l y  i m p ac t ed  by the i n d i v i d u a l  income tax repeal.
These are: W i t h h o l d i n g  Unit, I ndividu al  Tax E x a m i n a t i o n
Unit, and the T a x p a ye r  A s s i s t a n c e  Unit. Th e re  will  also be 
a slight impac t on the st af fi n g of the A n c h o r a g e  field 
office. There will be no impact on our F a i r b a n k s  and 
S e a tt le  field offices.

the W i t h h o l d i n g  Unit will still be r e q u i re d  to p r o c e s s  all 
t hi rd  q u a rt e r w i t h h o l d i n g  re po rt s from e mp l oy e rs ,  a l i mi t ed  
numb e r of fourth q u ar te r  w i t h h o l d i n g  reports, and an an nu al  
r e c o n c i l i a t i o n  from all employers, which will not be 
re ce i ve d  until the mo nt h of February. It is i m p e r a t i v e  that  
they pro pe r ly  proc es s all of these re po rt s to e n s u r e  that 
e m p l o y e r s  have, in fact, w i t h h e l d  and pai d in to us the 
amount of Alas k a w i t h h o l d i n g  which they show on t h ei ^  final 
A la s ka  W-2 forms. Due to the s i g n i f i c a n t  c o n f u s i o n  which  
arose when SB 394 was enacted, with many e m p l o y e e s  b e c o m i n g  
e xempt from w i t h h o l d i n g  during the mid dl e  of a qu ar ter, and 
the a n t i c i p a t e d  similar p r o b l e m s  wit h the e n a c t m e n t  of the 
repeal law w h i c h  will make all e m p l o y ee s e x e mp t from A l a s k a  
w it h holding , it is e x p e c t e d  that there will.be, a m u c h  h i g h e r  
i n c i de n ce  of r e p o r t i n g  erro r than we have e x p e r i e n c e d  in the 
past. This in cr e as ed  i n ci d en c e of error will r e s ul t  from

J o s e o h  K. Dono h ue  
Deputy C o m m i s s i o n e r  
D e p a r t m e n t  of R e v e n u e
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the fact that some e mp loyers have chosen to r e f u n d  some of 
the taxes p r e v i o u s l y  w i t h he l d to the employees, y et in some 
cases have not co r re c t e d  their payroll  records to re fl e ct  
those refunds. If these err ors are not i d e n t i f i e d  and 
corrected,  it will result in the State of Ala ska i s s u i n g  
refunds for 1980 w i t h h o l d i n g  to em pl o ye e s c o n s i d e r a b l y  in 
ex ce s s  of the amount actua lly wi t hh el d  and r e m i t t e d  to the 
S ta t e of Alaska. There are a p p r o x i m a t e l y  13,000 e m p l o y e r s  
in the State of A l a sk a whose acco un t s will have to be 
b a l a n c e d  and clo se d out and it is an ti ci p at ed  that this will 
easi l y take the staff until June 30, 1981 to a c co m p l i s h .

The I nd i vi d u a l  Tax E x a m i n a t i o n  Un it will be i m p a c t e d  
p r i m a r i l y  by the refund of the 1979 indiv id ua l i n c om e  tax 
b as e d on the returns filed. Bec a us e  of tne d e s i g n  of the 
data cap tu r e system, all 1979 indiv i d ua l tax r e t u r n s  which 
were a d j us t ed  wit hin the D e p a r t m e n t  of' Re venue will ha v e  to 
have their 1979 ref un d h an d -g e ne r at ed .  The s ta ff  will be 
wo rk i n g from a c o m p u t e r - g e n e r a t e d  list of returns w hi ch  had 
ch an g e s made to them. From this list they will h a v e  to pull 
the ret ur n from our central audit files, review the retu rn 
to d e t e r m i n e  what the uOtual correct  amount of tax paid was, 
and h a n d - g ^ n e r a t e  a refund document. Thi s will be a very 
t i m e - c o n s u m i n g  pr oc es s be cause it will all have to be done 
by hand. It is a n t i c i p a t e d  that there will be 25 , 0 0 0  such 
re funds which will have to be d et e rm in e d by the s t a f f  of 
this unit. They will also be requ ir ed  to deal w i t h  t h o se  
p r o b l e m  re tu rns where the t a x p a y e r s  have s e p a r a t e d  or 
d iv o r c e d  since their 1979 return was filed and wa n t  s ep a r a t e  
chec k s issued rather than a single check to the joint 
names. This unit will further be re qu i re d to h a n d l e  the
1980 claims which will be filed in 1981 for r e f u n d  of their 
w i t h h o l d i n g  and /o r e st i m a t e d  tax payments, po l it i c a l  
c o m p a i g n  co ntributi on s,  and ch i ld . c a r e  e xpen se s on w h i c h  the 
c o m p u t a t i o n s  are in error. Based on previous f i l in g e x p e r i­
ence, it is a n t i c i p a t e d  that there will be at le as t 10,0 00  
retu r ns  in this category. Since p ro c es s i n g  of the p r o b le m  
1979 re tu rn s will begin in early October, 1980 and will 
carry into at least Marc h of 1981, it is i mp e ra t i v e  that the 
funds which  will remain from SB 394 a p p r o p r i a t i o n s  be made 
a v a i l a b l e  for the p r oc es s in g  of the refu n d s un de r this 
bill. Du ri ng  the period of February, 1981 t h ro u gh  June,
1981 we will have our re gularly  a ut h or i z e d  s e a so n al  s t a f f  to 
hand le  the r e ma i ni ng  1979 re tu rn s as well as all the p r o b l e m  
c la i ms  for 1980. It is a n t i c i p a t e d  that we will be abl e to 
finish p r oc e s s i n g  all of these returns by June 30, 1981.

The Ju ne au  T a x p ay e r A ss is t a n c e  Unit will e v e n t u a l l y  be 
a f f ec te d  by a repeal; however, during the next nin e m o nt hs  

it is e xp e c t e d  that they will co n t in ue  to have a ver y high
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d e m a n d  for 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  b e  r a i s e d  b y  t a x p a y e r s  r e g a r d ­

i n 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 5 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  be an a p p r o x i m a t e  d o u b l i n g  o f  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  f i l e d ,  or t h e i r  1 9 8 0  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  a l l  t h 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  for 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 i 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  

t h 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  or 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  i n  m i d  to 

l a t e  J a n u a r y ,  it is a n t i c i p a t e d  t h a t  t h i s  h i g h  d e m a n d  for 

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 8 1 .

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  of 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  i n  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  for 
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 ,  we 
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  i n  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  b e  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  do 
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 .
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I. REQUEST
B ill/R esolution N o. HB /SB 1_______________ •__________________________________________________________
Title An act suspending the Alaska Net Income Tax for individuals and fidueiar-fps 

Requested bv Governor________________________________________________Date September 22, 1980

II. FISCAL DETA IL
Agency A ffe c te d _______ R evenue   •_______________
Program Category Affected Revenue Collection & Management

BRU, Program , or Subprogram (s) Affected E n fo rc e m e n t
(N ote: If  m ore than  one budget com ponent is a ffected , separate line-item  am ounts and funding fo r each 

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

FY 80 . FY 81 FY 82 FY 83 FY  84 FY  85

100 PERSO N A !. SERVICES - 0 - (1 9 1 .3 )
700 TRAVF.T, - 0 - ( 7 .8 )
300 CONTRACTUAL - 0 - ( 1 8 .8 )
400 COMMODITIES - 0 - ( 1 .9 )
500 EOIJIPM ENT - 0 -
600 LAND & STRUCTURES ( 2 .3 )
700 GRANTS. CLAIMS. ETC.

TO TA L “ °~  (2 2 2 .1 )

FUNDING (Thousands o f  Dollars)

G EN ER A L FUND - 0 - (2 2 2 .1 )
FED ER A L FUNDS
OTHER (Specify Fund Source)

POSITIONS

FU LL TIM E - 0 - ( 16 )

PART TIM E - 0 -

TEM PORARY - 0 -

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

See attached memorandum from Fred Boetsch, Director of Enforcement Division to 
Joe Donohue, Deputy Commissioner, Taxation, dated August 29, 1980.

IV. DATE 0 9 /1 .9 /80

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (F irst Legislator Named)

PREPARED B r re d  B o c ts c ^» D i r e c t o r  o f  E n fo rc e m e n t D iv is

A G E N C Y  ........... -  . .  -------
PHONE (^0 7 ) 465-2366
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M E M O  R A N D O M S t a t e  o f  A l a s k a

t o :  Joe Donohue

Deputy Commissioner 
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 

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 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 whereas those positions indicated in red would be 
deleted. Approximately 16 positions would ultimately be deleted from 

the collection staff and 13 positions v/ould remain.

FD/vcy

Attachment

cc: Marilla Gemmer, Chief 
Enforcement Operations
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Introduced: 9/22/80
Referred: Finance

BY THE RULES COMMITTEE BY
1 IN T HE H O USE REQUEST OF THE GOVERNOR

2 H O USE BILL NO. 1043

3 IN  THE LEGISLATURE OF  THE STATE OF A L ASKA

4 ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

5 A  BILL

6 F or an A ct entitled: "An A c t  suspending the Alaska Net Income Tax Act for

7 Individuals an d  fiduciaries; and providing for an ef-

8 fective date."

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

10 * Section 1. Th e  legislature finds:

11 (a) Section 1, ch. 22, S LA 1980 afforded complete tax relief to a ma-

12 jori t y  of  Individual taxpayers under the Alaska Net Income T ax Act and sub-

13 stantial r e lief to most others by  m eans of a series of exemptions based on 

u  the number of  years an individual h a d  Alaska income and rrported it to the

15 state. On September 4, 1980, the Alaska Supreme Court ruled that these ex-

16 e m p t i o n s  v i o l a t e  t h e  e q u a l  p r o t e c t i o n  c l a u s e  o f  A r t .  I ,  s e c .  1  o f  t h e  A l a t -
17 ka State Constitution. T he practical effect of that decision is to re-im-

18 pose the full income tax burden on all taxpayers.

19 (b) It is in the public interest to remedy this constitutional defect

20 w h ile still providing tax r e lief to the public at leant equal to that at-

21 tempted by  the series of exemptions in sec. 1, ch. 22, SLA 1980. This can

22 best be accomplished by eliminating the entire income tax burden for all

23 Individuals and fiduciaries until at least 1990.

24 (c) Because ch. 22, S LA 1980 applied to taxes due for the tax year

25 1979, a  great numb e r  of taxpayers expected a refund of part or all of their

26 state income tax for 1979, and m any made plans and commitments in anticipa-

27 tion o f  their refunds. The state has a moral obligation to fulfill thi3

28 w i dely h eld expectation, and this obligation is best discharged by  provid-

29 ing for suspension of the net income tax for individuals and fiduciaries

juuha r - C O M M ' T T E E  C O P Y  _1" “  1043
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retroactive to January 1, 1979.

* Sec. 2. AS 43.05.010 is amended by adding a new subsection to read:

(b) On January 15, 1989, and on January 15 of each year thereaf­

ter the commissioner of revenue shall certify to the governor and the

legislature the total expenditures from the general fund of the state 

for the fiscal year ending on June 30 of the immediately preceding 

year and the amount of sustainable revenues received by the 3tate dur­

ing that fiscal year. In thi3 subsection, "sustainable revenues" are 

all revenues, including all income earned from the permanent fund (art. 

IX, sec. 15, Alaska State Constitution), received by the state except

(1) mineral lease rentals, royalties, royalty sale proceeds, federal 

mineral revenue sharing payments and bonuses; (2) income taxes under 

AS 43.21; (3) production taxes under AS 43.55; (4) property taxes un­

der AS 43.56; (5) oil and gas regulation and conservation taxes under 

AS 43.57; and (6) mining license taxes under AS 43.65.

* Sec. 3. AS 43.20.011 is amended by adding new subsections to read:

(g) The provisions in AS 43.20.015 - 43.20.170 relating to tax­

payers, except those in AS 43.20.030(f) and (g), 43.20.031(f), and 43.- 

20.036(i), do not apply to individuals and fiduciaries for tax years 

beginning after December 31, 1973.

(h) For purposes of AS 43.20.030(f) and (g), 43.20.031(f) and 

43.20.036(1), an individual who is a resident of the state is a taxpay­

er with a tax liability of zero. Upon application to the department, 

a resident individual is entitled to receive an amount equal to the 

tax credit allowed to him under AS 43.20.031(f) and under AS 43.20.- 

036(i). Payments under AS 43.20.030(f) and (g) may not be made without 

an appropriation for that purpose.

(i) AS 43.20.011(a) - (d) and (f) are suspended for tax years 

beginning after December 31, 1978. The taxes levied in AS 43.20.011(a)

C O M M I T T E E  C O P Y '  ”2’ t * 6  / o * 3



- (d) a nd (f) are reinstated and imposed for tax years beginning on 

J a n uary 1 of the year Immediately following the year in w h ich a certi­

fication by the commissioner of revenue under AS 43.05.010(b) shows 

total expenditures from the general fund of the state in excess of the 

amount o f  sustainable revenues received by the state.

*  Sec. 4. AS 43.20.030(a) is amended to read:

(a) Every [IND I V I D U A L , FIDUCIARY,] partnership and corporation 

r equired to m a k e  a return under the provisions of the Internal Revenue 

Code shall at the same time file w i t h  the department a return setting 

out

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

claimed against the tax; and

(2) other information for the purpose of carrying out the 

provisions of  this chapter w h ich the department requires.

* Sec. 5. AS 43.20.030(a) is amended to read:

(a) Every individual, fiduciary, partnership and corporation r e­

quired to mak e  a return u n d e r  the provisions of the Internal Revenue 

Code shall at the same time file w ith the department a return setting 

out

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

claimed against the tax; and

(2) other information for the purpose of carrying out the 

provisions of  this chapter w h i c h  the department requires.

*  Sec. 6. AS  43.20.170(a) is amended to read:

(a) Every employer m a king payment of wages or salaries shall d e­

duct a nd withhold an amount of tax computed in a manner to approximate 

the amount of tax due on  those wages under this chapter for that year. 

The department shall publish the rate of withholding required b y  this 

section w h ich shall [, E X C E P T  AS PROVIDED IN (f) OF THIS SECTION,] be

C O M M I T T E E  C O P Y  3
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expressed as a percentage of the amount required to be withheld under 

sec. 3402 of the Internal Revenue Code of 1954. Every employer making 

a deduction and a withholding shall furnish to the employee upon re­

quest a record of the amount of tax withheld from the employee on i 

form prescribed by the department.

* Sac. 7. (a) A calendar-year taxpayer is entitled to a refund of the

Alaska net income tax paid for tax year 1979. The department shall uae its 

tax files for 1979 as the basis for issuing the refunds and shall avoid re­

quiring additional applications from taxpayers for those refunds to the ex­

tent practicable.

(b) A fiscal-year taxpayer is entitled to a proportionate refund of 

the Alas'..a net income tax paid for a tax year ending in calendar year 1979, 

based on the number of days in that tax year after December 31, 1973, di­

vided by 365. If a fiscal-year taxpayer has paid income tax and filed with 

the department a year-end return for a tax year ending in calendar year 

1980, the department 3hall also refund the amount of income tax paid by the 

taxpayer for that tax year. The department shall establish procedures for

making these refunds in a manner which avoids requiring additional applica­

tions from taxpayers to the extent practicable.

(c) Refunds under (a) and Ch) of this section may not be made without 

an appropriation for that purpose.

(d) A taxpayer is entitled to a refund of withholding payments and 

other estimated tares paid on or after January 1, 1980, under the Alaska 

Het Income Tax Act for a tax year for which a year-end return haB not been 

filed with the department, but a refund may be claimed and paid only as 

provided in this section.

(e) In order to receive a refund of withholding payments under (d) of 

this section, a taxpayer must file a claim with the department on a form 

prescribed by the department, together with a copy of each of the taxpayer's

C O M M I T T E E  C O P Y



federal wage and withholding statements (Form W-2) for 1980. In order to 

receive a refund of estimated taxes under (d) of thi3 section, a taxpayer 

must file a claim with the department on a form prescribed by the depart­

ment, together with such additional materials as the department may by reg­

ulation require.

(f) The department 3hall prescribe and make available to the public 

all forms for claiming refunds of withholding and estimated taxes under (d) 

of this section no later than December 31, 1980. A taxpayer may not file a 

claim with the department for a refund under (d) of this section after 

April 15, 1981. The department shall begin processing each claim for a re­

fund under (d) of this section as soon as it receives the claim.

(g) The department may adopt regulations to implement this section, 

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

62.250 and 44.62.260.

(h) In this section,

(1) "calendar-year taxpayer" means a taxpayer whose tax year co­

incides with the calendar year;

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

(3) "fiscal-year taxpayer" means a taxpayer whose tax year does

not coincide with the calendar year;

(4) "income tax" means the tax levied under the Alaska Net In­

come Tax Act; and

(5) "taxpayer" means an individual or fiduciary.

* Sec. 8. The provisions of AS 43.05.280 and AS 43.20.215 do not apply

to refunds made under sec. 7 of this Act.

* Sec. 9. AS 43.20.017, 43.20.160(e), 43.20.170(f) and secs. 6 - 9 ,  ch.» •«

22, SLA 1980 are repealed.

* Sec. 10. AS 43.05.010(b) and AS 43.20.011(g), (h), and (i) are re­

pealed.
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* Sec. 11. AS 43.20.011(1), enacted in sec. 3 of this Act, is retroac­

tive to January 1, 1979.

* Sec. 12. Sec3. 5 and 10 of thi3 Act are effective on January 1 of the 

year immediately following the year in which a certification by the commis­

sioner of revenue under AS 43.05.010(b), enacted in sec. 2 of this Act, 

shows total expenditures from the general fund of the state in excess of 

the amount of sustainable revenues received by the state.

* Sec. 13. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

C O M M I T T E E  C O P Y  '6' &  /a * 3
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D E P A R T M E N T  O F  R E V E N U E
OFFICE OF THE COMMISSIONS /  POUCH S-JUNEAU 99811

September 19 ,  1980

4 6 5 -2 3 0 0

JAY 5. HAMMOND, GOVERNOR

The Honorable  T erry  Gardiner  
Speaker  o f  t h e  House  
A la sk a  S t a t e  L e g i s l a t u r e  
Pouch V
Juneau,  A la sk a  99811

Re: F i s c a l  Note  f o r  An Act  su sp en d in g  t h e
Income Tax A ct  f o r  i n d i v i d u a l s  and f id i

Dear Mr. Speaker:

A t ta c h e d  p l e a s e  f i n d  f i s c a l  n o t e s  r e l a t e d  t o  th e  
e s t i m a t e d  rev e n u e  im pact  and a d m i n i s t r a t i v e  c o s t s  o f  th e  
a b o v e - r e f e r e n c e d  l e g i s l a t i o n :

Revenue Impact -  FY 8 1 :

(A) Ch. 22, SLA 1980 A p p r o p r ia t io n :

1979 Refund  
A d m i n i s t r a t i v e  C osts  
R efun dab le  C r e d i t s

$ 8 9 ,9 0 0 ,0 0 0  
836 ,5 0 0  
5 3 7 ,0 0 0

T o t a l  A p p r o p r ia t io n  
(S ee  ch. 120 SLA 1980,  

s e c .  52 ,  page  70, l i n e  10)

$ 9 0 , 2 7 3 , 5 0 0

(B) A d d i t i o n a l  A p p r o p r ia t io n  n e c e s s a r y  to  c o v e r  In c r e m e n ta l  
C ost  o f  T o t a l  S u sp en s io n :

1979 Refund  
A d m i n i s t r a t i v e  C o s ts  
R efun dab le  C r e d i t s

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

505 ,0 0 0

(C) T o t a l  A p p r o p r ia te d  F u n d s:

$ 2 2 , 6 0 5 , 0 0 0  

$ 1 1 2 ,8 7 8 ,5 0 0
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(D) Summary o f  FY 81 c o s t s :

1.  T o t a l  A p p r o p r ia te d  Funds: $ 1 1 2 ,8 7 8 ,5 0 0

2. T o t a l  R ebate  o f  1980 W ith h o ld in g  
(No a p p r o p r i a t i o n  N e c e s s a r y  f o r  

t h e s e  fu n d s  h e l d  i n  T r u s t  by  
th e  S t a t e ) $ 7 3 , 5 0 0 , 0 0 0

3.  T o t a l  Revenues F oregone  dur ing  
FY 81 by v i r t u e  o f  r e p e a l $ 1 4 7 , 5 0 0 , 0 0 0

TOTAL $ 3 3 3 ,8 7 8 , 5 0 0

A d m i n i s t r a t i v e  C o s t s :

A d m i n i s t r a t i v e  c o s t s  under  Ch. 2 2 ,  SLA 1980 were  e s t i m a t e d  
a t  $ 8 3 6 ,5 0 0 .  I t  i s  assumed t h a t  t h e  o r i g i n a l  Ch. 22 appro­
p r i a t i o n  rem ains  a v a i l a b l e  f o r  u s e  t o  implement t h e  s u s p e n ­
s i o n  or  r e p e a l  and we f o r e s e e  no i n c r e a s e  i n  FY 81 a d m in is ­
t r a t i v e  c o s t s  w i t h  t h e  s u s p e n s i o n  program. T h e r e f o r e ,  no 
a d d i t i o n a l  a p p r o p r i a t i o n  i s  n e c e s s a r y  a t  t h i s  t i m e .

Three f i s c a l  n o t e s  a r e  a t t a c h e d  to  show t h e  e s t i m a t e d  
e f f e c t s  o f  s u s p e n s i o n  on r e l e v a n t  D i v i s i o n s  w i t h i n  th e  
Department o f  Revenue i n  FY 82 .  These  f i s c a l  n o t e s  assume a 
c o n t i n u a t i o n  o f  t h e  Permanent Fund D iv id e n d  program, c o n t i n ­
u a t i o n  o f  t h e  r e f u n d a b l e  c r e d i t s  and s u s p e n s i o n  o r  r e p e a l  o f  
AS 4 3 .2 0  as o f  December 3 1 ,  1978 .  These  p o t e n t i a l  r e d u c ­
t i o n s  i n  f u n d in g  and s t a f f  a r e  p r e l i m i n a r y  and w i l l  be  
r e f i n e d  f o r  i n c l u s i o n  i n  t h e  FY 82 D e t a i l e d  B u d g e t .  At t h a t  
t im e ,  i t  s h o u ld  be  known w h eth er  t h e  u n d e r l y i n g  a ssu m p t io n s  
are  v a l i d .

S i n c e r e l y ,

Commissioner o f  Revenue

Attachm ents



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

EISCAL—E fllE .

R E Q UEST _
Bill/Resolution No.________ ■  ... -----— „ — ,-----------
Xitie An Act Suspending the Alaska Net Income Tax Act tor Individuals and 
Requested bv U o v e r n o f  D 'je-------

II. FISCAL DETAIL
Agency Affected_________
Program Category Affectcd_
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)

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

100 P E R S O N A L  SERVICES
200 T R A V E L
300 C O N T R A C T U A L
400 COMMODITIES
500 EQUIPMENT
600 L A N D  &  STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L

FUNDING (Thousands of Dollars)

G E N E R A L  F U N D 112.878 1.6 2.3 2.8

F E D E R A L  F U N D S
O T H E R  fSnecifv Fund Source!
Withholding in Trust 73.5

(1 5 7 3 ) ( 2 ( 5 5 5 ( 2 5 5 5  (33BJ
POSITIONS

F ULL TIME
PART TIME
T E M P O R A R Y

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

$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 reiunds, $537,000 for refundable credits and $836,500 for admin­
istrative costs. The 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 $836,500 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 suspension 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
(con

IV. D A T E _________________________PREPARED B Y ________
A G E N C Y  S '

Original: Legislative Finance P H O N E  
cc: Budcet 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.

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



THE LEG ISLATU RE O F THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE.

REQUEST
Bill/Resolution No. HB/SB1 ________________________________________________________
Title An act suspending che Alaska Net Income Tax for individuals and fiduciaries 
Requested hv Governor_________________________________________Date September 22. 1980

II. FISCAL DETAIL
Agency Affected Revenue
Program Category Affected Kevenue Collection & Management 
BRU, Program, or Suboroeramfs) Affected Enrorcement"
(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 F Y  81 FY  82 FY 83 F Y  84 FY 85

100 PF.RSONAI. SERVICES -0- (191.3)
200 TRAVET. -0- ( 7.8)

300 C O N T R A C T U A L -0- ( 18.8)

400 COMMODITIES -0- ( 1.9)

500 EOUIPMENT -0-

600 L A N D  &  STRUCTURES ( 2.3)

700 GRANTS. CLAIMS. ETC.

T O T A L  (222-D

FUNDING (Thousands of Dollars)

G E N E R A L  F U N D -0- (222.1)

F E D E R A L  F U N D S
O T H E R  (Specify Fund Source)

POSITIONS

FULL TIME -0- ( 16 )

PART TIME -0-

T E M P O R A R Y -0-

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

See attached memorandum from Fred Boetsch, Director of Enforcement Division to 
Joe Donohue, Deputy Commissioner, Toxadon, dated August 29, 1980.

IV. DATE. 09/19/80

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PRFPARFD B t re<̂ Bootsch» Director of Enforcement Divisio

A G E N C Y  Revenue 
P H ONE _ (907) 465-2366

33-001 (Rev. 12/79)
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M E M O R A N D U M

■ /

'

t o :  Joe Donohue

Deputy Commissioner 

Department of Revenue

f r o m :  Fred Boetsch, Director, 

Enforcement Division

S t a t e  o f  A l a s k a

d a t e :  August 29, 1980

FILE NO:

TELEPHONE NO: 465-2366

• 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 wuuld expect our individual 
tax workload to decline. Another variable would 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 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 

vork 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 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 whereas those positions indicated in red would be 
deleted. Approximately 16 positions would ultimately be deleted from 

the collection staff and 13 positions would remain.

FB/vcy

Attachment

cc: Marilla Gemmer, Chief 
Enforcement Operations

02-001 A(R«v. JO/79)
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TH E LEGISLATURE OF TH E STATE OF ALASKA
ELEVENTH LEGISLATURE

REQUEST
Bill/Resolution No. House/Senate Bill No. 1

Title An Ant, suspending the Alaska Net Income Tax Act for individuals a n  
Requested bv Governor pate:v27./80 (tiduci

rL..
a n e

II. FISCAL DETAIL 
Agency Affected, Revenue

Progra;,i Category Affected_ Fiscal Services
BRU, Program, or Subprogram(s) Affected Aualt Division
(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)

FY  80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES -0- (162.3)

200 TRAVF.I. - 0 - - 0 -
300 C O N T R A C T U A L - 0 - ( -6)
400 . COMMODITIES - 0 - ( 3.4)

500 EOUIPMF.NT -0- -0-600 L A N D  &  STRUCTURES -n- -n-
700 GRANTS. CLAIMS. ETC. -0- -n-

T O T A L -0- (166.3) -

FUNDING (Thousands of Dollars)

G E N E R A L  F U N D -0- (166.3)
F E D E R A L  FUNDS
O T H E R  (Soecifv Fund Source)

POSITIONS 

FULL TIME -0- (6)
P ART TIME -0- (5)
T E M P O R A R Y

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

See attached memorandum to Joseph I<. Donohue dated September 19, 1980.

IV. DATE September 22, l980PRFPARpft _

A G E N C Y  — —
Original: Legislative Finance P H O N E _______ 465-/3Z0____JS_

Budget and Management ' ^
Prime Sponsor (First Legislator Named)

cc:

33-001 (Rev. 12/79)



M E M O R A N D U M  S t a t e  o f  A l a s k a

T0: JoseDh K. Donohue
Deputy Commissioner  
Department o f  Rever je

d a t e : September 19 ,  1980

FILE NO:

from: Gary L
D i r e c t  
Audit

TELEPHONE NO:

s u b j e c t : F i s c a l  Impact o f
H o u se /S en ate  B i l l  #1

T h is  b i l l  would r e p e a l  the  i n d i v i d u a l  income tax  r e t r o a c t i v e  
t o  January 1 ,  1979.  I t  i s  a n t i c i p a t e d  t h a t  the  Department  
o f  Revenue w i l l  i s s u e  2 2 5 ,0 0 0  r e fu n d s  t o  taxD ayers  fo r  1979 
and 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 fu n d s  fo r  1980.  
Assuming the  L e g i s l a t u r e  p a s s e s  t h i s  or a s i m i l a r  b i l l  
during  th e  week o f  September 22nd, th e  major impact o f  t h a t  
l e g i s l a t i o n  w i l l  be f e l t  by t h i s  d i v i s i o n  in  the  n ex t  n in e  
months.  T h is  impact w i l l  c o i n c i d e  w ith  th e  d e c l i n e  o f  
normal f u n c t i o n s  which v a r io u s  members o f  my s t a f f  have  
performed in  the  p a s t  which were n e c e s s a r y  t o  the  ongoing  
o p e r a t i o n  o f  the  i n d i v i d u a l  income ta x  law.

In r e v ie w in g  th e  impact o f  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 have c o n t in u e d  to  assume t h a t  th e  Permanent Fund D iv idend  
program w i l l  s u r v i v e  th e  c o u r t  t e s t  and t h a t  we w i l l  be 
p r o c e s s i n g  c la im s  fo r  Permanent Fund D iv id e n d s  y e t  t h i s  year  
and in  su b seq u e n t  y e a r s .

There are  t h r e e  u n i t s  in  th e  Juneau o f f i c e  which w i l l  be 
p r i m a r i ly  impacted by the  i n d i v i d u a l  income tax  r e p e a l .
These a r e :  W ithhold ing  U n i t ,  I n d i v i d u a l  Tax Examination
U n i t ,  and th e  Taxpayer A s s i s t a n c e  U n i t .  There w i l l  a l s o  be 
a s l i g h t  impact on th e  s t a f f i n g  o f  th e  Anchorage f i e l d  
o f f i c e .  There w i l l  be no impact on our F a irbanks  and 
S e a t t l e  f i e l d  o f f i c e s .

The W ithhold ing  U nit  w i l l  s t i l l  be r e q u ir e d  t o  p r o c e s s  a l l  
t h i r d  q u a r te r  w i t h h o ld in g  r e p o r t s  from em p lo yers ,  a l i m i t e d  
number o f  fo u r th  q u arter  w i t h h o ld in g  r e p o r t s ,  and an annual  
r e c o n c i l i a t i o n  from a l l  e m p loy ers ,  which w i l l  not  be 
r e c e i v e d  u n t i l  th e  month o f  February .  I t  i s  im p e r a t iv e  t h a t  
th e y  p r o p e r ly  p r o c e s s  a l l  o f  t h e s e  r e p o r t s  t o  ensure  t h a t  
em ployers  have ,  in  f a c t ,  w i t h h e ld  and pa id  in  to  us the  
amount o f  Alaska w i t h h o ld in g  which they  show on t h e i r  f i n a l  
Alaska W-2 forms.  Due to  th e  s i g n i f i c a n t  c o n f u s io n  which 
a r o s e  when SB 394 was e n a c te d ,  w ith  many employees  becoming  
exempt from w i t h h o ld in g  during the  middle  o f  a q u a r t e r ,  and 
th e  a n t i c i p a t e d  s i m i l a r  problems w ith  th e  enactment o f  the  
r e p e a l  law which w i ] l  make a l l  em ployees  exempt from Alaska  
w i t h h o l d i n g ,  i t  i s  e x p e c te d  t h a t  t h e r e  w i l l  be a much h ig 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  than we have e x p e r ie n c e d  in  the  
p a s t .  T h is  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  from

02*001 A( Rev. 10/79)
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th e  f a c t  t h a t  some employers  have chosen  to  refund  some o f  
the  t a x e s  p r e v i o u s l y  w i th h e ld  t o  th e  e m p lo y ee s ,  y e t  in  some 
c a s e s  have not  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  t o  r e f l e c t  
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  are  not  i d e n t i f i e d  and 
c o r r e c t e d ,  i t  w i l l  r e s u l t  i n  t h e  S t a t e  o f  A laska  i s s u i n g  
refun ds  f o r  1980 w i t h h o ld in g  to  em ployees  c o n s i d e r a b l y  in  
e x c e s s  o f  th e  amount a c t u a l l y  w i t h h e ld  and r e m i t t e d  to  the  
S t a t e  o f  A la sk a .  There are  a p p ro x im a te ly  1 3 ,0 0 0  employers  
in  the  S t a t e  o f  Alaska whose a c c o u n ts  w i l l  have t o  be 
ba lan ced  and c l o s e d  out and i t  i s  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  ta k e  th e  s t a f f  u n t i l  June 3 0 ,  1981 t o  a c c o m p l i s h .

The I n d i v i d u a l  Tax Examination U nit  w i l l  be impacted  
p r im a r i ly  by the  refund o f  th e  1979 i n d i v i d u a l  income tax  
based on th e  r e tu r n s  f i l e d .  Because  o f  t h e  d e s i g n  o f  the  
data  c a p tu r e  s y ' t e m ,  a l l  1979 i n d i v i d u a l  tax  r e t u r n s  which 
were a d j u s t e d  w i t h in  th e  Department o f  Revenue w i l l  have t o  
have t h e i r  1979 refund h a n d -g e n e r a te d .  The s t a f f  w i l l  be 
working from a c o m p u te r -g en era ted  l i s t  o f  r e t u r n s  which had 
changes made to  them. From t h i s  l i s t  tn e y  w i l l  nave t o  p u l l  
th e  r e tu r n  from our c e n t r a l  a u d i t  f i l e s ,  rev iew  th e  r e tu r n  
to  de term ine  what the  a c t u a l  c o r r e c t  amount o f  ta x  paid  was,  
and h a n d -g e n e r a te  a refund document. T h is  w i l l  be a very  
t im e-consum ing  p r o c e s s  because  i t  w i l l  a l l  have t o  be done 
by hand. I t  i s  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  such  
r e fu n d s  which w i l l  have to  be determ ined by the  s t a f f  o f  
t h i s  u n i t .  They w i l l  a l s o  be r e q u ir e d  t o  d e a l  w ith  t h o s e  
problem r e t u r n s  where the  t a x p a y e r s  have s e p a r a t e d  or 
d iv o r ce d  s i n c e  t h e i r  1979 r e tu r n  was f i l e d  and want s e p a r a t e  
checks  i s s u e d  r a th e r  than a s i n g l e  check to  the  j o i n t  
names. This  u n i t  w i l l  f u r t h e r  be r e q u ir e d  t o  handle  the
1980 c la im s  which w i l l  be f i l e d  in  1981 f o r  refund  o f  t h e i r  
w it h h o ld in g  and /or  e s t im a t e d  ta x  payments ,  p o l i t i c a l  
compaign c o n t r i b u t i o n s ,  and c h i l d  c a re  e x p e n s e s  on which the  
com p utat ions  are in  e r r o r .  Based on p r e v io u s  f i l i n g  e x p e r i ­
e n c e ,  i t  i s  a n t i c i p a t e d  t h a t  th e r e  w i l l  be a t  l e a s t  1 0 , 0 0 0  
r e t u r n s  in  t h i s  c a t e g o r y .  S in c e  p r o c e s s i n g  o f  t h e  problem  
1979 r e t u r n s  w i l l  beg in  in  e a r l y  O ctob er ,  1980 and w i l l  
carry  i n t o  a t  l e a s t  March o f  1981,  i t  i s  im p e r a t iv e  t h a t  th e  
funds which w i l l  remain from SB 394 a p p r o p r i a t i o n s  be made 
a v a i l a b l e  f o r  th e  p r o c e s s i n g  o f  the  r e fu n d s  under t h i s  
b i l l .  During the  per io d  o f  February ,  1981 through June,
1981 we w i l l  have our 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  
handle  th e  remaining 1979 r e t u r n s  as  w e l l  a s  a l l  the  problem 
c la im s  f o r  1980.  I t  5s a n t i c i p a t e d  t h a t  we w i l l  be a b le  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 June 3 0 ,  1981.

The Juneau Taxpayer A s s i s t a n c e  U nit  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 ;  however, during  th e  n e x t  n in e  months 
i t  i s  e x p e c te d  t h a t  they  w i l l  c o n t i n u e  t o  have a very h igh
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demand fo r  t h e i r  s e r v i c e s  because  o f  the  l a r g e  number o f  
q u e s t i o n s  which c l e a r l y  w i l l  be r a i s e d  by t a x p a y e r s  r e g a r d ­
in g  e i t h e r  how t h e i r  1979 refund w i l l  be p r o c e s s e d ,  or t h e i r  
1980 w i t h h o l d i n g / p o l i t i c a l  campaign c o n t r i b u t i o n / c h i l d  care  
expense  c la im  i s  to  be prepared and s u b m i t t e d .  There w i l l  
a l s o  be an approximate  do u b l in g  o f  our workload r eg a rd in g  
re tu r n e d  c h e ck s  which have i n c o r r e c t  a d d r e s s e s  because  o f  
t h e  l a r g e  number o f  p e o p le  who w i l l  have moved s i n c e  t h e i r  
1979 r e tu r n  was f i l e d ,  or t h e i r  1980 c la im  was f i l e d .  I t  
w i l l  r e q u i r e  a l l  the  c u r r e n t l y  a u t h o r iz e d  s t a f f  to  p r o p e r ly  
a ccou nt  f o r  and r e i s s u e  th e  a n t i c i p a t e d  1 0 , 0 0 0  r e turned  
w arrants  which w i l l  be u n d e l i v e r a b l e .

I t  i s  a l s o  a n t i c i p a t e d  t h a t  th e  demand fo r  ta xp a y e r  a s s i s t ­
ance s e r v i c e s  w i l l  remain h igh in  the  Anchorage area  through  
th e  remainder o f  t h i s  f i s c a l  year in  p r o v id in g  a s s i s t a n c e  to  
i n d i v i d u a l s  in  regard to  t h e i r  1979 re fu n d s  or t h e i r  1980 
c l a i m s .  Again ,  because  th e  impact o f  th e  1979 re fu n d s  w i l l  
b eg in  i n  e a r l y  October and 1980 c la im s  w i l l  beg in  in  mid to  
l a t e  January ,  i t  i s  a n t i c i p a t e d  t h a t  t h i s  h igh  demand for  
ta x p a ye r  s e r v i c e s  w i l l  c o n t in u e  through June o f  1981 .

I t  i s  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 io n  i n  s t a f f  in  the  Audit  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  FY 8 2 .  T h is  i s  comprised o f  s i x  permanent f u l l  t ime and 
f i v e  s e a s o n a l  p o s i t i o n s .  These r e d u c t i o n s  w i l l  be in  the  
v a r io u s  u n i t s  d i s c u s s e d  above .  The t o t a l  p o s i t i o n  c o s t  for  
t h e s e  p o s i t i o n s  i s  $ 1 6 6 ,3 0 0 .  As I mentioned p r e v i o u s l y ,  we 
are  c o n t i n u in g  t o  a n t i c i p a t e  t h a t  the  Permanent Fund 
Div idend program w i l l  remain in  e f f e c t  and t h a t  the  co u r t  
d e c i s i o n  up ho ld ing  i t  w i l l  be r e l e a s e d  w i t h i n  th e  n ex t  few 
months.  I t  shou ld  be noted t h a t  th e  p o s i t i o n  r e d u c t i o n s  do 
not  i n c l u d e  any p o s i t i o n s  which were a u t h o r iz e d  under th e  
tax  r e l i e f  l e g i s l a t i o n .  I t  i s  assumed t h a t  t h o s e  p o s i t i o n s  
would be t e r m in a ted  a t  tr.c end o f  t h i s  f i s c a l  y e a r .



TI11I LEG ISLATU RE 01-' TH E STATE 0 E  A LA SK A
ELEVENTH  LEG ISLATURE

FISCAL N O T E

I. R E Q U E S T
Bili/Resolution No. HB/SB__________________________________________________________ __
Title An Act Suspending, the Alaska Net Income Tax Act for Individuals and Fiduciaries 
Requested hv Governor _________________________________________ Date 9/22/80________

II. FISCAL DETAIL
Agency Affected Revenue ’_________________________________________
Program Category Affected General Government__________________________________________
B1\U, Program, or Subprogrom(s) Affected Administration and Support. Management Services 
(Note: If more than one budget component is affected, separate linc-item amounts and funding for each 

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

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

100 P E R S O N A L  SERVICES 0 (480.2)
200 T R A V E L 0 _ ( ?.ni
300 C O N T R A C T U A L 0 (231.2)
400 COMMODITIES 0 ( 1.0)

500 EOUIPMENT
600 L A N D  &  STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L  0 (714.4)

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

G E N E R A L  F U N D 0 (714.4)
F E D E R A L  F U N D S
O T H E R  (Specify Fund Source)

POSITIONS

F U L L  TIME 0 |(16/192tmn

P A R T  TIME 0 1(10/50 mm

T E M P O R A R Y 1

III. ANALYSIS (See Fiscal Note Prepa ation Instructions, Section III)

100 384.2 
96.0

480.2

Salaries
Benefits
Total Personnel Reduction

3.00 96.2
30.0
100.0

5.0
231.2

Forms/Postage 
Machine Rental 
DP Chargeback 
Miscellaneous Contractual 
Total Contractual Reduction

IV. D A T E  9/22/80____________ ___PR E PARED B ^ P . A .-HaJH
A G E N C Y  / Revenue---

Original: Legislative Fina.ice P H O N E _________465.̂ 22.12—
'cc: Budget and Management

Prime Sponsor (First Legislator Named)

3 3 -0 0 1  (Rev. 12/79)



Introduced: 9/22/80
Referred: Finance

BY THE RULES COMMITTEE BY
1 IN THE HOUSE REQUES 7 OF THE GOVERNOR

2 HOUSE BILL NO. 1043

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - SECOND SPECIAL SESSION

5 A  BILL

6 F or an Ac t  entitled: "An A c t  suspending the Alaska Net Income T a x  Act for

7 individuals and fiduciaries; and providing for an ef

8 fective date."

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

10 * Section 1. The legislature finds:

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

12 jority o f  individual taxpayers under the Alaska Net Income T ax Act and sub-

13 stantial relief to most others b y  means of a series of exemptions based on 

u  Che number of years an individual had Alaska income and reported it to the

15 state. On September A, 1980, the Alaska Supreme Court ruled that these ex-

16 emptions violate the equal protection clause of  Art. I, sec. 1 of the Alas-

17 ka  State Constitution. The practical effect of  that decision is to re-in-

18 pos e  the full income tax burden on all taxpayers.

19 (b) It is in the public interest to remedy this constitutional defect

20 w h i l e  still providing tax r e lief to the public at least equal to that at-

21 tempted by  the series of exemptions in sec. 1, ch. 22, SLA 1980. This can

22 best be accomplished by  eliminating the entire income tax burden for all

23 individuals and fiduciaries until at least 1990.

24 (c) Because ch. 22, S L A  1980 applied to taxes due for the tax year

25 1979, a great number of taxpayers expected a refund of  part or all of their

26 state income tax for 1979, a nd m a n y  made pla^s and commitments in anticipa-

27 t.Lon of  their refunds. The state has a moral obligation to fulfill this

28 w i d e l y  held expectation, and this obligation is best discharged by provid-

29 lug for suspension of  the n et income tax for individuals and fiduciaries

H B  1 0 4 3^£^~COMMlTTEE copy
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retroactive to January 1, 1979.

* Sec. 2. AS 43.05.010 is amended by adding a new subsection to read:

(b) On January 15, 1989, and on January 15 of each year thereaf-

ter the commissioner of revenue shall certify to the governor and the

legislature the total expenditures from the general fund of the state 

for the fiscal year ending on June 30 of the immediately preceding 

year and the amount of sustainable revenues received by the state dur­

ing that fiscal year. In this subsection, "sustainable revenues" are 

all revenues, including all income earned from the permanent fund (art. 

IX, sec. 15, Alaska State Constitution), received by the state except

(1) mineral lease rentals, royalties, royalty sale proceeds, federal 

mineral revenue shar 'ng payments and bonuses; (2) income taxes under 

AS 43.21; (3) production taxes under AS 43.55; (4) property taxes un­

der AS 43.56; (5) oil and gas regulation and conservation taxes under 

AS 43.57; and (6) mining license taxes under AS 43.65.

* Sec. 3. AS 43.20.011 is amended by adding new subsections to read:

(g) The provisions in AS 43.20.015 - 43.20.170 relating to tax­

payers, except those in AS 43.20.030(f) and (g), 43.20.031(f), and 43.- 

20.036(i), do not apply to individuals and fiduciaries for tax years 

beginning after December 31, 1973.

(h) For purposes of AS 43.20.030(f) and (g), 43.20.031(f) and 

43.20.036(i), an individual who Ls a resident of the state is a taxpay­

er with a tax liability of zero. Upon application to the department,

a resident individual is entitled to receive an amount equal to the 

tax credit allowed to him under AS 43.20.031(f) and under AS 43.20.- 

036(i). Payments under AS 43.20.030(f) and (g) may not be made without 

an appropriation for that purpose.

(i) AS 43.20.011(a) - (d) and (f) are suspended for tax years 

beginning after December 31, 1978. The taxes levied in AS 43.20.011(a)
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- (d) a nd (f) are reinstated and imposed for t ax years beginning on 

January 1 of  the year immediately following the year in w h i c h  a c e rti­

fication by the commissioner o f  revenue under AS  43.05.010(b) shows 

total expenditures from the general fund of  the state in excess of the 

amount of sustainable revenues received b y  the state.

*  Sec. 4. AS  43.20.030(a) is amended to read:

(a) E v ery [I N D I VIDUAL, FIDUCIARY,] partnership and corporation 

required to m ake a r e turn under the provisions of  the Internal Revenue 

Code shall at the same tine file w i t h  the department a return setting 

out

(1) the amount of tax due under thi3 chapter, less credits 

claimed againâ  the tax; and

(2) other information for the purpose of  carrying out the 

provisions of  this chapter w h ich the department requires.

*  Sec. 5. AS 43.20.030(a) is amended to read:

(a) E v ery in d i v i d u a l , fi d u c i a r y . partnership and corporation r e­

quired to m a k e  a return under the provisions of the Internal Revenue 

Code shall at the same time file wit h  the department a return setting 

out

(1) the amount of t ax due under this chapter, le3s credits 

claimed against the tax; and

(2) o t her information for the purpose of carrying out the 

provisions of this chapter w h i c h  the department requires.

* Sec. 6. AS 43.20.170(a) is amended to read:

(a) Every employer making payment of wages or  salaries shall d e­

duct an d  withhold an amount of  tax computed in a mann e r  to approximate 

the amount of  t ax due o n  those wages u n der this chapter for that year. 

The department shall publish the rate of withholding required by  this 

section w h ich shall [, EXCEPT AS  PROVIDED IN (f) OF THIS SECTION,] be

C O M M I T T E E  C O P Y



1

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

26

27

28 

29

expressed as a percentage of the amount required to be withheld under 

sec. 3402 of the Internal Revenue Code of 1954. Every employer making 

a deduction and a withholding shall furnish to the employee upon re­

quest a record of the amount of tax withheld from the employee on a 

form prescribed by the department.

* Sec. 7. (a) A calendar-year taxpayer is entitled to a refund of the

Alaska net income tax paid for tax year 1979. The department shall use its 

tax files for 1979 as the basis for issuing the refunds and shall avoid re­

quiring additional applications from taxpayers for those refunds to the ex­

tent practicable.

(b) A fiscal-year taxpayer is entitled to a proportionate refund of 

the Alaska net income tax paid for a tax year ending in calendar year 1979, 

based on the number of days in that tax year after December 31, 197S, di­

vided by 365. If a fiscal-year taxpayer has paid income tax and filed with 

the department a year-end return for a tax year ending in calendar year 

1980, the department shall also refund the amount of Income tax paid by the 

taxpayer for that tax year. The department shall establish procedures for 

making these refunds in a manner which avoids requiring additional applica­

tions from taxpayers to the extent practicable.

(c) Refunds under (a) and (b) of this section may not be made without

an appropriation for that purpose.
/

(d) A taxpayer i3 entitled to a refund of withholding payments and 

other estimated taxes paid on or after January 1, 1980, under the Alaska 

Net Income Tax Act for a tax year for which a year-end return has not been 

filed with the department, but a refund may be claimed and paid only as 

provided in this section.

(e) In order to receive a refund of withholding payments under (d) of 

this section, a taxpayer must file a claim with the department on a form 

prescribed by the department, together with a copy of each of the taxpayer's
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federal wage and withholding statements (Form W-2) for 1380. In order to 

receive a refund of estimated taxes under (d) of this section, a taxpayer 

must file a claim with the department on a form prescribed by the depart­

ment, together with auch additional materials as the department may by reg­

ulation require.

(f) The department shall prescribe and make available to the public

all forms for claiming refunds of withholding and estimated taxes under (d)

of thi3 section no later than December 31, 1980, A taxpayer may not file a 

claim with the department for a refund under (d) of this section after 

April 15, 1981. The department shall begin processing each claim for a re­

fund under (d) of this section as soon a3 it receives the claim.

(g) The department may adopt regulations to implement this section,

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

62.250 and 44.62.260.

(h) In this section,

(1) "calendar-year taxpayer" means a taxpayer whose tax year co­

incides with the calendar year;

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

(3) "fiscal-year taxpayer" means a taxpayer whose tax year does

not coincide with the calendar year;

(4) "income tax" means the tax levied under the Alaska Met In­

come Tax Act; and

(5) "taxpayer" means an individual or fiduciary.

* Sec. 8. The provisions of AS 43.05.280 and AS 43.20.215 do not apply

to refunds made under sec. 7 of this Act.

* Sec. 9. AS 43.20.017, 43.20.160(e), 43.20.170(f) and secs. 6 - 9 ,  ch. 

22, SLA 1980 are repealed.

* Sec. 10. AS 43.05.010(b) and AS 43.20.011(g), (h), and (i) are re­

pealed.
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* Sec. 11. AS 43.20.011(1), enacted in sec. 3 of this Act, is retroac­

tive to January 1, 1979.

* Sec. 12. Secs. 5 and 10 of this Act are effective on January 1 of the 

year immediately following the year in which a certification by the- commis­

sioner of revenue under AS 43.05.010(b), enacted in sec. 2 of thi3 Act, 

shows total expenditures from the general fund of the state in excess of 

the amount of sustainable revenues received by the state.

* Sec. 13. This Act take3 effect immediately in accordance with AS 01.- 

10.070(c).
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D E P A R T M E N T  O F  R E V E N U E
OFFICE OF THE COHUISSIOHER / POUCH S -  1UHEAU 9SS1I

September 19 ,  1980

The Honorable  T erry  Gardiner  
Speaker  o f  t h e  House  
A la sk a  S t a t e  L e g i s l a t u r e  
Pouch V
Juneau,  A la sk a  99811

Re: F i s c a l  N ote  f o r  An Act  su sp en d in g  t h e
Income Tax A ct  f o r  i n d i v i d u a l s  and f id \

Dear Mr. Speaker:

A t ta c h e d  p l e a s e  f i n d  f i s c a l  n o t e s  r e l a t e d  to  the  
e s t i m a t e d  r even u e  im pact  and a d m i n i s t r a t i v e  c o s t s  o f  th e  
a b o v e - r e f e r e n c e d  l e g i s l a t i o n :

Revenue Impact -  FY 8 1 :

(A) Ch. 22 ,  SLA 1980 A p p r o p r ia t io n :

1979 Refund $ 8 9 ,9 0 0 , 0 0 0
A d m i n i s t r a t i v e  C o s t s  8 3 6 ,5 0 0
R efu n d ab le  C r e d i t s  5 3 7 ,0 0 0

T o t a l  A p p r o p r ia t io n  $ 9 0 ,2 7 3 , 5 0 0
(See  ch. 120 SLA 1980,  
s e c .  52,  page  70,  l i n e  10)

(B) A d d i t i o n a l  A p p r o p r ia t io n  n e c e s s a r y  t o  c o v e r  In cr em e n ta l  
C o st  o f  T o t a l  S u sp en s io n :

1979 Refund $ 2 2 , 1 0 0 , 0 0 0
A d m i n i s t r a t i v e  C os t s  - 0 -
R efun dab le  C r e d i t s  5 0 5 ,0 0 0

$ 2 2 ,6 0 5 ,0 0 0

(C) T o t a l  A p p r o p r ia te d  Funds: $ 1 1 2 , 8 7 8 , 5 0 0

04-D2LH
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(D) Summary o f  FY 81 c o s t s :

1 .  T o t a l  A p p r o p r ia te d  Funds: $ 1 1 2 ,8 7 8 ,5 0 0

2.  T o t a l  R ebate  o f  1980 W ith h o ld in g  
(No a p p r o p r i a t i o n  N e c e s s a r y  f o r  

t h e s e  funds h e l d  i n  T r u s t  by  
t h e  S t a t e ) $ 7 3 , 5 0 0 , 0 0 0

3 .  T o t a l  Revenues Foregone  d u r in g  
FY 81 by  v i r t u e  o f  r e p e a l $ 1 4 7 ,5 0 0 , 0 0 0

TOTAL $ 3 3 3 , 8 7 8 ,5 0 0

A d m i n i s t r a t i v e  C o s t s :

A d m i n i s t r a t i v e  c o s t s  under Ch. 22 ,  SLA 1980 were  e s t i m a t e d  
a t  $ 8 3 6 , 5 0 0 .  I t  i s  assumed t h a t  t h e  o r i g i n a l  Ch. 22 appro­
p r i a t i o n  rem ains  a v a i l a b l e  f o r  u s e  t o  implement th e  s u s p e n ­
s i o n  or  r e p e a l  and we f o r e s e e  no i n c r e a s e  i n  FY 81 a d m in is ­
t r a t i v e  c o s t s  w i t h  t h e  s u s p e n s i o n  program. T h e r e f o r e ,  no  
a d d i t i o n a l  a p p r o p r i a t i o n  i s  n e c e s s a r y  a t  t h i s  t im e .

Three f i s c a l  n o t e s  a re  a t t a c h e d  t o  show th e  e s t i m a t e d  
e f f e c t s  o f  s u s p e n s i o n  on r e l e v a n t  D i v i s i o n s  w i t h i n  the  
Department o f  Revenue i n  FY 82 .  These  f i s c a l  n o t e s  assume a 
c o n t i n u a t i o n  o f  th e  Permanent Fund D iv id e n d  program, c o n t i n ­
u a t i o n  o f  t h e  r e f u n d a b l e  c r e d i t s  and s u s p e n s i o n  or  r e p e a l  o f  
AS 4 3 . 2 0  as  o f  December 31,  1978 .  These  p o t e n t i a l  r e d u c ­
t i o n s  i n  fu n d in g  and s t a f f  a r e  p r e l i m i n a r y  and w i l l  be  
r e f i n e d  f o r  i n c l u s i o n  i n  th e  FY 82 D e t a i l e d  B u dget .  At t h a t  
t im e ,  i t  s h o u ld  be  known whether  t h e  u n d e r l y i n g  a ssu m p t io n s  
a r e  v a l i d .

S i n c e r e l y ,

Commissioner o f  Revenue

A ttachm ents



T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A  
E L E VENTH LEGISLATURE

FISCAL NOTE.

REQUEST ' ,
Bill/Resolution No.  ■±,  / ft?.-?, . ,_______  ________ _____.— ,--  — ,-----
7 itic An Act Suspending the Alaska Nee Income lax Act tor Individuals ana 
Requested bv governor njte Fiduciaries

II. FISCAL DETAIL
Agency Affected_________________________________________________________________________
Program Category Affected___________________________________________________________ _
BRU, Program, or Subprogram(s) Affected______________________________________ _____________
(Note: If more th-:, uiie budget component is affected, separate linc-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 F Y  85

100 PERSO N A L  SERVICES
200 T R A V E L
300 C O N T R A C T U A L
400 COMMODITIES
500 EOUIPMENT
600 L A N D  &. STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L

FUNDING (Thousands of Dollars)

G E N E R A L  F U N D 112.878 1.6 2.3 2.8

F E D E R A L  FUNDS
O T H E R  (Specify Fund Source)
Withholding in Trust 73.5

'<147.57 x m  v m  r m

POSITIONS

FULL TIME
PAR T  TIME
T E M P O R A R Y

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

$90,273,500 was previously appropriated in CH. 120, SIA 1980, Sec. 52, p. 70, 
1. 10 to cover the costs of d a p  ter 22. That figure included $88.9 million 
for 1979 tax refunds, $537,000 for refundable credits and $336,500 for admin­
istrative costs. The 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 $836,500 for administrative 
costs (no increase). Cooplete 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 suspension 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 trust

IV. D A T E ________________________ PREPARED B Y _________
A G E N C Y  S '

Original: Legislative Finance P H O N E _____
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)

/  y (continued)_ y  y
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for the first three quarters of tax year 1980 that will be refunded in 
FY 81.

The bottom ':ne figures represent foregone revenues due to suspension of 
the individml income tax.



TH E LEG ISLATURE OF TH E STATE OF ALASKA
ELEVENTH LEGISLATURE

REQUEST
Bill/Resolution No. HB / S B 1 ________ •_____________________ ______________________________
Title ac*~ suspending the Alaska Net Income Tax for Individual*: and fiducj.-irlp*: 
Requested hv Governor_________________________________________n.nc September 22. 1980

II. FISCAL DETAIL 
Agency Affected. Revenue

Program Category Affected_ Revenue Collection £■ Management 
EnforcementBRU, 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)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES -0- (191.3)
700 TRAVEL -0- ( 7.8)
300 CONTRACTUAL -0- ( 18.8)

400 COMMODITIES -0- ( 1.9)

500 EOUIPMENT -0-

600 LAND & STRUCTURES ( 2.3)

700 GRANTS. CLAIMS. ETC.

TOTAL -0- (222.1)

FUNDING (Thousands of Dollars)

G E NERAL FUND -0- (222.1)

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME -0- ( 16 )

PART TIME -0-

T E M P O R A R Y -0-

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

See attached memorandum from Fred Boetsch, Director of Enforcement Division to 
Joe Donohue, Deputy Commissioner, Taxation, dated August 29, 1980.

IV. DATE. 09/19/80

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PRFPARFR I)Y^red Boetsc*1> Director of Enforcement Divisio

A G EN CY Revenue 
PHONE _ (907)

33-001 (Rev. 12/79)



M E M O R A N D U M S t a t e  o f  A l a s k a f
t o :  Coe Donohue

Deputy Commissioner 

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 

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 would be the Permanent Fund 
Dividend Program. If this program goes into effect, we will exercise 

our riqht 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 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 whereas those positions indicated in red would be 
deleted. Approximately 16 positions would ultimately be deleted from 

the collection staff and 13 positions v/ould remain.

FB/vcy

Attachment

cc: Marilla Gemmer, Chief 
Enforcement Operations
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

■E1S.CAL NQTE-

REQUEST
Bill/Resolution Nn House/Senate Bill No. 1

Title An  Ant-.suspending the Alaska. Met Income-Tax. Act .for individuals 
Requested by.Goveirn o r n . i t e  V 2 2 / B 0  (tidiuciarie

ii. FISCAL DETAIL 
Agency Affected, Revenue

Program Category Affected_ Fiscal Services
BRU, Program, or Subprogram(s) Affected Audit Division
(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)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES -0- (162.3)
200 TRAVEL -0- -0-
300 CONTRACTUAL -0- ( .6)
400 COMMODITIES -0- ( 3.4)
500 EOUIPMENT -0- -0-
600 LAND & STRUCTURES -n- -n-
700 GRANTS. CLAIMS. ETC. -n- -0-

TOTAL -0- (166.3)

FUNDING (Thousands of Dollars)

GENERAL FUND -0- (166.3)
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS 

FULL TIME -0- (6)
PART TIME -0- (5)
TEMPORARY

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

See attached memorandum to Joseph K. Donohue dated September 19, 1980.

IV. DATE September 22, 1980Pr f PAr f

AGENCY
Original: Legislative Finance PHONE
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



M E M O R A N D U M  S t a t e  o t  A l a s k a

TO:

FROM:

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

FILE NO:

TELEPHONE NO:

. s u b j e c t :  F i s c a l  I m p a c t  o f

H o u s e / S e n a t e  B i l l  # 1

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  t o  t a x o a y e r s  f o r  1 9 7 9  

a n d  a n  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  t h 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  o f  t h a t  

l e g i s l a t i o n  w i l l  b e  f e l t  b y  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  o f  
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  in 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  t o  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  o f  t h i s  l e g i s l a t i o n  o n  my d i v i s i o n ,

I h a v e  c o n t i n u e d  t o  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 h e  c o u r t  t e s t  a n d  t h a t  w e  w i l l  b e  

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

a s l i g h t  i m p a c t  o n  t h e  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  b e  no i m p a c t  o n  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  b e  r e q u i r e d  t o  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  o f  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  a n  a n n u a l  
r e c o n c i l i a t i o n  f r o m  a l l  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  t h e  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 ,  i n  f a c t ,  w i t h h e l d  a n d  p a i d  in to u s  t h e  

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  f o r m s .  D u e  t o  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  S B  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  t h 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 i s  e x p e c t e d  t h a t  t h e r e  w i l l  b e  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  v.-i 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 o h  K. D o n o h u e  
D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

02-001 q(Rev.lO/79)



Joseph K. Donohue 
September 19, 1980 
Page 2

th e  f a c t  t h a t  some em ployers  have chosen  to  refund some o f  
th e  t a x e s  p r e v i o u s l y  w i t h h e ld  to  th e  em p loyees ,  y e t  in  some 
c a s e s  have not  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 t  
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  are  not i d e n t i f i e d  and 
c o r r e c t e d ,  i t  w i l l  r e s u l t  in  the  S t a t e  o f  Alaska i s s u i n g  
re fun ds  f o r  1980 w i t h h o l d i n g  to  em ployees  c o n s i d e r a b l y  in  
e x c e s s  o f  the  amount a c t u a l l y  w i t h h e ld  and r e m i t t e d  to  the  
S t a t e  o f  A la sk a .  There are  ap p rox im a te ly  1 3 ,0 0 0  employers  
in  the  S t a t e  o f  A laska  whose a c c o u n ts  w i l l  have to  be 
b a lan ced  and c l o s e d  out  and i t  i s  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  ta k e  th e  s t a f f  u n t i l  June 3 0 ,  1981 to  a c c o m p l i sh .

The I n d i v i d u a l  Tax Exam ination U n it  w i l l  be impacted  
p r i m a r i ly  by th e  refund  o f  th e  1979 i n d i v i d u a l  income tax  
based on th e  r e t u r n s  f i l e d .  Because  o f  th e  d e s ig n  o f  th e  
data  c a p tu r e  sy s te m ,  a l l  1979 i n d i v i d u a l  ta x  r e t u r n s  which  
were a d j u s t e d  w i t h i n  th e  Department o f  Revenue w i l l  have to  
have t h e i r  1979 refund  h a n d -g e n e r a te d .  The s t a f f  w i l l  be 
working from a c o m p u te r -g e n e ra te d  l i s t  o f  r e t u r n s  which had 
changes made to  them. From t h i s  l i s t  they  w i l l  have to  p u l l  
th e  r e tu r n  from our c e n t r a l  a u d i t  f i l e s ,  rev iew  th e  r e tu r n  
to  de term ine  what th e  a c t u a l  c o r r e c t  amount o f  ta x  paid  was,  
and h a n d -g e n e r a te  a refund document. T h is  w i l l  be a very  
t im e-consum ing  p r o c e s s  because  i t  w i l l  a l l  have t o  be done 
by hand. I t  i s  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  such  
r e fu n d s  which w i l l  have to  be determ ined by the  s t a f f  o f  
t h i s  u n i t .  They w i l l  a l s o  be r e q u ir e d  t o  d e a l  w ith  t h o s e  
problem r e t u r n s  where th e  t a x p a y e r s  have s e p a r a te d  or 
d iv o r c e d  s i n c e  t h e i r  1979 r e tu r n  was f i l e d  and want s e p a r a t e  
check s  i s s u e d  r a t h e r  than a s i n g l e  check to  th e  j o i n t  
names. This  u n i t  w i l l  f u r t h e r  be r e q u ir e d  to  handle  the
1980 c la im s  which w i l l  be f i l e d  in  1981 f o r  refund o f  t h e i r  
w it h h o ld in g  a n d /o r  e s t i m a t e d  tax  payments ,  p o l i t i c a l  
compaign c o n t r i b u t i o n s ,  and c h i l d  c a r e  e x p e n se s  on which the  
com p utat ions  are  in  e r r o r .  Based on p r e v io u s  f i l i n g  e x p e r i ­
e n c e ,  i t  i s  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 a t  l e a s t  1 0 , 0 0 0  
r e t u r n s  in  t h i s  c a t e g o r y .  S in c e  p r o c e s s i n g  o f  th e  problem  
1979 r e t u r n s  w i l l  b e g in  in  e a r l y  O ctob er ,  1980 and w i l l  
carry  i n t o  a t  l e a s t  March o f  1981,  i t  i s  im p e r a t iv e  t h a t  th e  
funds which w i l l  remain from SB 394 a p p r o p r i a t i o n s  be maae 
a v a i l a b l e  fo r  th e  p r o c e s s i n g  o f  th e  r e fu n d s  under t h i s  
b i l l .  During th e  p e r io d  o f  February ,  1981 through June,
1981 we w i l l  have our 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  t o  
handle  th e  rem ain ing  1979 r e t u r n s  as  w e l l  as  a l l  th e  problem  
c la im s  f o r  1980 .  I t  i s  a n t i c i p a t e d  t h a t  we w i l l  be a b le  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 June 3 0 ,  1981.

The Juneau Taxpayer A s s i s t a n c e  U nit  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 ;  however,  during  the  n ex t  n in e  months 
i t  i s  e x p e c te d  t h a t  th ey  w i l l  c o n t in u e  to  have a very h igh
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September 19, 1980 
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demand fo r  t h e i r  s e r v i c e s  b ecau se  o f  the  l a r g e  number o f  
q u e s t i o n s  which c l e a r l y  w i l l  be r a i s e d  by ta x p a y e r s  r e g a r d ­
ing  e i t h e r  how t h e i r  1979 refund  w i l l  be p r o c e s s e d ,  or t h e i r  
1980 w i t h h o l d i n g / p o l i t i c a l  campaign c o n t r i b u t i o n / c h i l d  care  
expense  c la im  i s  t o  be prepared and su b m it t e d .  There w i l l  
a l s o  be an approximate d ou b l in g  o f  our workload reg a r d in g  
r e tu rn ed  check s  which have i n c o r r e c t  a d d r e s s e s  because  o f  
th e  l a r g e  number o f  p e o p le  who w i l l  have moved s i n c e  t h e i r  
1979 r e tu r n  was f i l e d ,  or t h e i r  1980 c la im  was f i l e d .  I t  
w i l l  r e q u i r e  a l l  th e  c u r r e n t l y  a u t h o r iz e d  s t a f f  to  p r o p e r ly  
accou nt  f o r  and r e i s s u e  th e  a n t i c i p a t e d  1 0 , 0 0 0  r e tu r n e d  
warrants  which w i l l  be u n d e l i v e r a b l e .

I t  i s  a l s o  a n t i c i p a t e d  t h a t  th e  demand fo r  ta xpayer  a s s i s t ­
ance s e r v i c e s  w i l l  remain h igh  in  the  Anchorage area  through  
th e  remainder o f  t h i s  f i s c a l  year  in  p r o v id in g  a s s i s t a n c e  to  
i n d i v i d u a l s  in  regard to  t h e i r  1979 re fu n d s  or t h e i r  1980 
c l a i m s .  Again ,  because  th e  impact o f  the  1979 re fu n d s  w i l l  
begin  in  e a r l y  October and 1980 c la im s  w i l l  b eg in  in  mid to  
l a t e  January,  i t  i s  a n t i c i p a t e d  t h a t  t h i s  h igh  demand fo r  
tax p a yer  s e r v i c e s  w i l l  c o n t in u e  through June o f  1981.

I t  i s  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 io n  in  s t a f f  in  th e  Audit  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  FY 82.  T h is  i s  comprised o f  s i x  permanent f u l l  t ime and 
f i v e  s e a s o n a l  p o s i t i o n s .  These r e d u c t i o n s  w i l l  be in  th e  
v a r io u s  u n i t s  d i s c u s s e d  above .  The 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  i s  $ 1 6 6 ,3 0 0 .  As I mentioned p r e v i o u s l y ,  we 
are  c o n t i n u in g  t o  a n t i c i p a t e  t h a t  the  Permanent Fund 
Div idend program w i l l  remain in  e f f e c t  and t h a t  th e  c o u r t  
d e c i s i o n  uphold ing  i t  w i l l  be r e l e a s e d  w i t h in  th e  n e x t  few 
months.  I t  shou ld  be noted  t h a t  th e  p o s i t i o n  r e d u c t i o n s  do 
not  i n c lu d e  any p o s i t i o n s  which were a u t h o r iz e d  under th e  
tax  r e l i e f  l e g i s l a t i o n .  I t  i s  assumed t h a t  t h o s e  p o s i t i o n s  
would be ter m in a ted  a t  th e  end o f  t h i s  f i s c a l  y e a r .



T ill!  LEG ISLATU RE 01' TUI- STATE O F ALASKA
ELEVENTH  LEGISLATURE

FISCAL NOTE

REQUEST 
Bili/Resolution No. HB/SB
Title An Act Suspending the Alaska Net T.icome Tax Act for Individuals and Fiduciaries 
Requested bv Governor_________________________________________ Date 9/22/80________

FISCAL DETAIL 
Agency Affected. Revenue
Program Category Affected General Government
BRU, Program, or Subprogram(s) Affected Administration and Support. Management Services 
(Note: If more than one budget component is affected, separate linc-item amounts and funding for each 

compone’t in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY SO FY 81 FY 82 FY S3 FY 84 FY 85

100 PERSONAL SERVICES 0 (480.2)
200 TRAVEL 0 ( 2.0)
300 CONTRACTUAL 0 (231.2)
400 COMMODITIES 0 ( 1.0)

500 F.OUIPMENT
600 LAND &  STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL (714.4)

FUNDING (Thousands of Dollars)

GE NERAL F U ND 0 (714.4)
FEDERAL FUNDS
O T HE R (Soecifv Fund Source)

POSITIONS

FULL TIME 0 (16/192mm:

PART TIME 0 (10/50 mm

T E M P O R A R Y

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

100 " 384.2 Salaries
96.0 Benefits

480.2 Total Personnel Reduction

3.00 » 96.2 Forms/Postage
30.0 Machine Rental 
100.0 DP Chargeback
5.0 Miscellaneous Contractual

231.2 Total Contractual Reduction

IV. nATF. 9/22/80 PREPARED B. 
AGENCY 
PHONE _Original: Legislative Finance 

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

465-2313

33-001 (Rev. 12/79)
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In troduced:  9 / 2 2 / 8 0
R eferred:  F inance

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

HOUSE BILL NO. 1043

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 su sp en d in g  t h e  A lask a  Net Income Tax Act f o r

i n d i v i d u a l s  and f i d u c i a r i e s ;  and p r o v i d i n g  f o r  an e f ­

f e c t i v e  d a t e ."

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

*  S e c t i o n  1. The l e g i s l a t u r e  f i n d s :

(a )  S e c t i o n  1, ch. 2 2 ,  SLA 1980 a f f o r d e d  com p lete  t a x  r e l i e f  t o  a ma­

j o r i t y  o f  i n d i v i d u a l  ta x p a y e rs  under t h e  A laska  Net Income Tax Act and sub­

s t a n t i a l  r e l i e f  t o  most o t h e r s  by means o f  a s e r i e s  o f  exem ptions  based  on 

th e  number o f  y e a r s  an i n d i v i d u a l  had A lask a  income and r e p o r t e d  i t  t o  t h e  

s t a t e .  On September 4 ,  1980,  t h e  A lask a  Supreme Court r u l e d  t h a t  t h e s e  e x ­

emptions v i o l a t e  t h e  eq u a l  p r o t e c t i o n  c l a u s e  o f  A r t .  I ,  s e c .  1 o f  t h e  A l a s ­

ka S t a t e  C o n s t i t u t i o n .  The p r a c t i c a l  e f f e c t  o f  t h a t  d e c i s i o n  i s  t o  r e - i m -  

pose  t h e  f u l l  income t a x  burden on a l l  t a x p a y e r s .

(b) I t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  remedy t h i s  c o n s t i t u t i o n a l  d e f e c t  

w h i l e  s t i l l  p r o v id in g  t a x  r e l i e f  t o  th e  p u b l i c  a t  l e a s t  eq u a l  t o  t h a t  a t ­

tempted by t h e  s c r i e s  o f  exem ptions i n  s e c .  1 ,  ch .  22 ,  SLA 1980. This  can  

b e s t  be accom pl ish ed  by e l i m i n a t i n g  t h e  e n t i r e  income t a x  burden f o r  a l l  

i n d i v i d u a l s  and f i d u c i a r i e s  u n t i l  a t  l e a s t  1990 .

( c )  Because 'ch. 22,  SLA 1930 a p p l i e d  t o  t a x e s  due f o r  th e  t a x  year  

1979, a g r e a t  number o f  ta x p a y e r s  e x p e c t e d  a r e fu n d  o f  p a r t  or  a l l  o f  t h e i r  

s t a t e  income t a x  f o r  1979,  and many made p la n s  and commitments i n  a n t i c i p a ­

t i o n  o f  t h e i r  r e f u n d s .  The s t a t e  has  a moral o b l i g a t i o n  t o  f u l f i l l  t h i s  

Widely h e l d  e x p e c t a t i o n ,  and t h i s  o b l i g a t i o n  i s  b e s t  d i s ch a rg e d  by p r o v i d -
f V

i n g  f o r  s u s p e n s io n  o f  th e  n e t  income t a x  f o r  i n d i v i d u a l s  and f i d u c i a r i e s

-1-
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r e t r o a c t i v e  t o  January 1 ,  1979.

* S e c .  2 .  AS 4 3 . 0 5 . 0 1 0  i s  amended by adding a new s u b s e c t i o n  t o  read:

(b) On January 15,  1989,  and on January 15 o f  each  y e a r  t h e r e a f ­

t e r  t h e  comm iss ioner  o f  revenu e  s h a l l  c e r t i f y  t o  t h e  governor  and t h e

l e g i s l a t u r e  t h e  t o t a l  e x p e n d i t u r e s  from t h e  g e n e r a l  fund o t  t h e  s t a t e  

f o r  t h e  f i s c a l  y e a r  ending  on June 30 o f  t h e  im m ed ia te ly  p r e c e d in g  

y e a r  and th e  amount o f  s u s t a i n a b l e  rev e n u es  r e c e i v e d  by th e  s t a t e  dur­

i n g  t h a t  f i s c a l  y e a r .  In t h i s  s u b s e c t i o n ,  " s u s t a i n a b l e  revenues'* a re  

a l l  r e v e n u e s ,  i n c l u d i n g  a l l  income earned from t h e  permanent fund ( a r t .  

IX, s e c .  15 ,  A la sk a  S t a t e  C o n s t i t u t i o n ) ,  r e c e i v e d  by t h e  s t a t e  e x c e p t

( 1) m in e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p r o c e e d s ,  f e d e r a l  

m in e r a l  revenue  sh a r in g  payments and bonuses ;  ( 2 ) income t a x e s  under  

AS 4 3 .2 1 ;  (3)  p r o d u c t io n  t a x e s  under AS 4 3 .5 5 ;  (4)  p r o p e r ty  t a x e s  un­

der  AS 4 3 .5 6 ;  (5)  o i l  and gas  r e g u l a t i o n  and c o n s e r v a t i o n  t a x e s  under  

AS 4 3 .5 7 ;  and ( 6) m ining l i c e n s e  t a x e s  under AS 4 3 . 6 5 .

* S e c .  3.  AS 4 3 . 2 0 . 0 1 1  i s  amended by adding new s u b s e c t i o n s  t o  read:

(g)  The p r o v i s i o n s  i n  AS 4 3 . 2 0 . 0 1 5  -  4 3 . 2 0 . 1 7 0  r e l a t i n g  t o  t a x ­

p a y e r s ,  e x c e p t  t h o s e  i n  AS 4 3 . 2 0 . 0 3 0 ( f )  and ( g ) , 4 3 . 2 0 . 0 3 1 ( f ) ,  and 4 3 . -

2 .0 .036( i ) ,  do n o t  a p p ly  t o  i n d i v i d u a l s  and f i d u c i a r i e s  f o r  t a x  y e a r s

b e g in n in g  a f t e r  December 31, 1978.

(h) For pu rp oses  o f  AS 4 3 . 2 0 . 0 3 0 ( f )  and ( g ) , 4 3 . 2 0 . 0 3 1 ( f )  and 

4 3 . 2 0 . 0 3 6 ( i ) , an i n d i v i d u a l  who i s  a r e s i d e n t  o f  th e  s t a t e  i s  a ta x p a y ­

e r  w i t h  a t a x  l i a b i l i t y  o f  z e r o .  Upon a p p l i c a t i o n  t o  t h e  departm ent,

a r e s i d e n t  i n d i v i d u a l  i s  e n t i t l e d  t o  r e c e i v e  an amount equa l  t o  t h e  

t a x  c r e d i t  a l lo w ed  t o  him under AS 4 3 . 2 0 . 0 3 1 ( f )  and under AS 4 3 . 2 0 . -  

0 3 6 ( i ) . Payments under AS 4 3 . 2 0 . 0 3 0 ( f )  and (g) may n o t  be made w i t h o u t  

an a p p r o p r i a t i o n  f c r  t h a t  pu rp ose .

( i )  AS 4 3 . 2 0 . 0 1 1 ( a )  -  (d) and ( f )  are  suspended f o r  f  .x y e a r s  

b e g in n in g  a f t e r  December 31,  1978.  The t a x e s  l e v i e d  i n  AS 4 3 . 2 0 . 0 1 1 ( a )
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-  (d) and ( f )  a r e  r e i n s t a t e d  and imposed f o r  t a x  y e a r s  b e g in n in g  on 

January 1 o f  t h e  y e a r  im m ed ia te ly  f o l l o w i n g  t h e  y e a r  i n  which a c e r t i ­

f i c a t i o n  by t h e  comm iss ioner  o f  revenu e  under AS 4 3 . 0 5 . 0 1 0 ( b )  shows  

t o t a l  e x p e n d i t u r e s  from t h e  g e n e r a l  fund o f  th e  s t a t e  i n  e x c e s s  o f  t h e  

amount o f  s u s t a i n a b l e  r e v e n u es  r e c e i v e d  by th e  s t a t e .

*  S e c .  4 .  AS 4 3 . 2 0 . 0 3 0 ( a )  i s  amended t o  read:

(a )  Every [ INDIVIDUAL, FIDUCIARY,] p a r t n e r s h ip  and c o r p o r a t i o n  

r e q u i r e d  t o  make a r e t u r n  under t h e  p r o v i s i o n s  o f  t h e  I n t e r n a l  Revenue  

Code s h a l l  a t  t h e  same t im e  f i l e  w i t h  th e  department a r e t u r n  s e t t i n g  

o u t

( 1) t h e  amount o f  t a x  due under t h i s  c h a p t e r ,  l e s s  c r e d i t s  

c la im e d  a g a i n s t  th e  ta x ;  and

( 2) o t h e r  in f o r m a t io n  f o r  t h e  purpose  o f  c a r r y in g  out  t h e

p r o v i s i o n s  o f  t h i s  c h a p te r  which t h e  department r e q u i r e s .

*  S e c .  5 .  AS 4 3 . 2 0 . 0 3 0 ( a )  i s  amended to  read:

(a)  Every i n d i v i d u a l , f i d u c i a r y , p a r t n e r s h ip  and c o r p o r a t i o n  r e ­

q u ire d  t o  make a r e t u r n  under t h e  p r o v i s i o n s  o f  th e  I n t e r n a l  Revenue  

Code s n a i l  a t  th e  same t im e  f i l e  w i t h  t h e  department a r e t u r n  s e t t i n g  

out

( 1) t h e  amount o f  t a x  due under t h i s  c h a p t e r ,  l e s s  c r e d i t s  

c la im ed  a g a i n s t  t h e  t a x ;  and

( 2) o t h e r  in f o r m a t io n  f o r  t h e  purpose  o f  c a r r y in g  o u t  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  which t h e  department r e q u i r e s .

* Sec .  6 . AS 4 3 . 2 0 . 1 7 0 ( a )  i s  amended t o  read:

(a)  Every employer making payment o f  wages o r  s a l a r i e s  s h a l l  d e ­

duct  and w i th h o ld  an amount o f  t a x  computed i n  a manner t o  approximate  

t h e  amount o f  t a x  due on t h o s e  wages under t h i s  c h a p te r  f o r  t h a t  y e a r .  

The department s h a l l  p u b l i s h  t h e  r a t e  o f  w i t h h o l d i n g  r e q u ir e d  by t h i s  

s e c t i o n  which s h a l l  [ ,  EXCEPT AS PROVIDED IN ( f )  OF THIS SECTION,] be
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