917 HJ M HB,917 - HB 389



*

Sec. 9. AS 43.20.011(d) 1is repealed and re-enacted to read:

(d) The department shall compute and publish Alaska income tax
liability tables for taxpayers.

Sec. 10. AS 43.20.011(e) 1is repealed and re-enacted to read:

(e) There 1is imposed for each taxable year upon the entire taxable
income of every cor%oration derived from sources within the state a tax
consisting of a normal tax equal to 5.4 percent of taxable income, and a
surtax which is equal to 4.0 percent of taxable 1income, excep“ = -»t the
tax on a corporation engaged in the production or transportation of
crude oil or natural gas shall be determined and paid in accordance with
AS 43.21. For tax years beginning after December 31, 1979, each
corporation is exempt from paying the Tfirst $50,000 of the surtax levied
in this subsection. For a controlled corporation described in secs.
1561 - 1563 of the Internal Revenue Code only one surtax exemption may

be allowed for the controlled group.

* Sec. 11. AS 43.20.021(d) 1is amended to read:

*

(d) Where a credit allowed under the Internal Revenue Code is
allowed in computing Alaska 1income tax, it is limited to 16 percent [OF
THE AMOUNT OF THE CREDIT DETERMINED FOR FEDERAL INCOME TAX PURPOSES) for
individuals and fiduciaries and 18 percent for corporations of the
amount of credit determined for federal 1income tax purposes which 1is
attributable to the state.

Sec. 12. AS 43.20.021 1is amended by adding a new subsection to read:

(g) For purposes of calculating the accumulated earnings tax as
provided in the Internal Revenue Code, sec. 531, the rate is 4.95 per—
cent of the first $100,000 of accumulated taxable income and 6.93 per—
cent of accumulated taxable income in excess of $100,000.

Sec. 13. AS 43.20.031(a)(3) 1is amended to read:
(3) the benefits of nonrecognition of gain on the sale”™ [OR]
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exchange, or other disposition of certain property under secs. 1031,
1033, and 1034 of the Internal Revenue Code (26 U.S.C. secs. 1031, 1033
and 1034) are allowed only to taxpayers who purchase or exchange the
property within the state, except that the benefits of sec. 1034 shall
be allowed regardless of the location of the property for taxpayers who
have attained the age of 65 on or before the time of the purchase or
exchange; for purposes of this paragraph,
(A) the gain that results is subject to the benefits of

secs. 1201, 1202, 1221, and 1231 of the Internal Revenue Code as

if the gain had been recognized for federal tax purposes; and

(B) the basis of the acquired property shall be adjusted
as provided in sec. 1016 of the Internal Revenue Code as if the
gain had been recognized for federal tax purposes;

Sec. 14. AS 43.20.031(e) 1is amended to read:

(e) An affiliated group of corporations may make orthe commis—
sioner may require them to make a consolidated [OR COMBINED] return for
the taxable year in place of separate returns. For purposes of calcu—
lating the amount of tax payable by the group under a consolidated
filing, Internal Revenue Code secs. 1501 - 1552, as amended, apply.

Sec. 15. AS 43.20.031(h) 1is amended to read:

(h) A taxpayer who purchases an entry permit under AS 16.43 i
carrying on a trade or business is entitled to a deduction of the amount
of the price paid during the tax year as if it were allowable under sec.
162 of the Internal Revenue Code (26 U.S.C. sec. 162). The basis of
the entry permit shall be reduced by the amount of the deduction which
the taxpayer is entitled to claim under thissubsection.

Sec. 16. AS 43.20.031 is amended by adding a new subsection to read:

(D A corporation which is a member of a group of unitary cor:

poranions which collectively has income from business activity taxable
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both inside and outside the state, or income from otier sources both
inside and outside the state, shall determine 1its income from sources 1in
this state by use of the combined method of accounting.

Sec. 17. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.033. TAXABLE INCOME OF FIDUCIARY. The taxable 1income
of a fiduciary is 1its taxable income as determined under AS 43.20.031
when attributable to sources in the state as provided in AS 43.20.040.
Sec. 18. AS 43.20.035(a) 1is amended to read:

(a) The taxable income of nonresidents or part-year residents
this state 1is taxable income as determined under AS 43.20.031 when
attributable to sources in the state as provided in AS 43.20.040 with
the following modifications:

(1) a nonresident or part-year resident of this state shall
be allowed a deduction, 1in place of the deductions [WHO HAS NO EXCESS
ALASKA ITEMIZED DEDUCTIONS AS DEFINED IN (4) OF THIS SUBSECTION IS
ALLOWED THE MINIMUM DEDUCTION] provided by AS 43.20.031(a)(4) and excess
itemized deductions provided under the Internal Revenue Code, 1in the
amount of the minimum deduction and excess itemized deductions 1in the
proportion provided in (b) of this section;

(2) a nonresident or part-year resident is allowed a deduc—
tion equal to the personal exemption deduction as defined in sec. 151 of
the Internal Revenue Code in the proportion provided in (b) of this
section!;

(3) A NONRESIDENT OR PART-YEAR RESIDENT WHO HAS EXCESS ALASKA
ITEMIZED DEDUCTIONS 1S ALLOWED HIS ENTIRE ALASKA ITEMIZED DEDUCTIONS;

(4) "ALASKA ITEMIZED DEDUCTIONS™ AS USED IN THIS SECTION ARE
THOSE ITEMIZED DEDUCTIONS ALLOWED UNDER THE INTERNAL REVENUE CODE WHICH
ARISE FROM SOURCES IN THE STATE EXCEPT THOSE ITEMS DESCRIBED IN AS 43.-
20.031(c); "EXCESS ALASKA ITEMIZED DEDICTIONS™ MEANS THE EXCESS (IF ANY)
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OF:
(A) ALASKA ITEMIZED DEDUCTIONS, OVER
(B) THE MINIMUM DEDUCTION AS DEFINED IN AS 43.20.031-
(a)(4)1].-
Sec. 19. AS 43.20.038(a) is amended to read:

(a) An individual 1is allowed as a credit against the tax due under
this chapter five percent of his residential fuel expenses paid during
the year, but not less than a minimum credit of $10. For married tax-
payers filing separate returns, the minimum credit is $5 for each re-

turn . Part-year resident and nonresident individual taxpayers shall
prorate the credit al]Jowed in this section as® provided by AS 43.20.-
035(b) IACCORDING TO THE NUMBER OF MONTHS RESIDED IN THE STATE],
Sec. 20. AS 43.20.039(c) 1is amended to read:

(c, Part-year resident and nonresident individuals shall prorate
the credits provided in this section as provided by AS 43.20.035(h)
[ACCORDING TO THE NUMBER OF MONTHS DURING WHICH THE TAXPAYER RESIDED IN
THE STATE].

Sec. 21. AS 43.20 1is amended by adding a new section to read:

Sec. 43.20.045. PRORATION OF PART-YEAR RESIDENT AND NONRESIDENT
INDIVIDUAL CREDITS. Unless otherwise provided by AS 43.20.035 -
43.20.039, a credit allowable to a part-year resident and nonresident
individual is limited to the amount of the credit computed according to
AS 43.20.021(d), 1if that section applies, and the credit shall be
prorated as provided by AS 43.20.035(b).

Sec. 22. AS 43.20.065 1is amended to read:

Sec. 43.20.065. ALLOCATION AND APPORTIONMENT. A taxpayer who has
income from business activity which is taxable both inside and outside
the state or income from other sources both inside and outside the state
shall allocate and apportion his net income as provided in [ART. 1V OF]
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the Multistate Tax Compact (AS 43ml9 [43.19.010]), or [AND] as provided
by this chapter [IN AS 43.20.071 FOR WATER TRANSPORTATION CARRIERS].
Sec. 23. AS 43.20.071 is repealed and re-enacted to read:

Sec. 43.20.071. TRANSPORTATION CARRIERS. (a) All business 1income
of water transportation carriers shall be apportioned to this state in
accordance with the Multistate Tax Compact (AS 43.19) as modified by the
following:

(1) the numerator of the property factor is the sum of the
value for property in a fixed location, including buildings and land
used In the business, and intrastate equipment and personal property
determined according to the Multistate Tax Compact (AS 43.19), and the
value of interstate mobile property determined on a days-spent-in-ports
basis as provided in (4) of this subsection; the denominator of the
property factor 1is determined according to the Multistate Tax Compact
(AS 43.19);

(2) the numerator of the payroll factor is the sum of the
wages and salaries of employees assigned to fixed locations determined
according to the Multistate Tax Compact (AS 43.19) and the wages and
salaries of employees assigned to interstate mobile property determined
on a days-spent-in-ports basis as provided in (4) of this subsection;
the denominator of the payroll factor is determined 1in accordancewith
the Multistate Tax Compact (AS 43.19);

(3 the numerator of the sales factor is the sum of all
revenues from intrastate activities and revenues from interstate activi—
ties determined on a days-spent-in-ports basisas provided in (4) of
this subsection; the denominator is determined in accordance with the
Multistate Tax Compact (AS 43.19);

(4) the portions of the numerator of the property, payroll,
and sales factors which are directly related to interstate mobile pro-
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perty operations are determined by a ratio which the number of days
spent in ports inside the state bears to the total number of days spent
in ports inside and outside the state; the term "days spent in ports”
does not include periods when ships are tied up because of strikes or
withheld from Alaska service for repairs, or because of seasonal re—
duction of service; days in port are computed by dividing the total
number of hours 1in all ports by 2.4.

(b) The department shall, by regulation, adopt formulas to ensure
that the total income subject to apportionment under this section has
been apportioned only to those states having jurisdiction to the 1income
tax. Transportation carriers other than water carriers shall apportion
their income to the state by means of the formulas adopted by the
department.

* Sc-. 24. AS 43.20.170(b) 1is amended to read:

(b) The rules with respect to withholding of tax set out 1in sec.
(SECS.] 3402(a) - (e), (H)(1)(A) - (B) and (G), (F(2) - (M, (@ -

(1), and (0) - (r) [(i)]; sec. 3502(b); and sec. 6414 of the Internal

Revenue Code of 1934, as amended, apply with respect to this section as

though fully set out in this section. Remittance of taxes withheld

shall be accompanied by returns on forms prescribed by the department.
* Sec. 25. AS 43.20.200(Ca) 1is amended to read:

(a) As soon as practicable after a return is filed, the departn
may [SHALL] examine it and determine the correct amount of the.tax. I
an error 1is disclosed by the examination, the department shall so notify
the taxpayer by first-class mail. The taxpayer may petition for re—
determination of deficiency as provided in AS 43.05.240 [AS 43.20.280],

* Sec. 26. AS 43.20.270(f) 1is amended to read:

() The property distrained shall be restored to the owner or

possessor if, before the sale, payment of the amount due is made to the
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deputy or agent charged with the collection, together with the fees and
other charges; but in case of nonpayment, the [SAID] deputy oi agent
shall proceed to sell the property at public auction. The owner of real
property sold under this section, his heir, executor, or administrator,
or a person in his behalf may redeem the property sold or a particular
tract of the property at any time within 120 days [TWO YEARS] after the
sale of the property or tract [THEREOF]. The property or tract may be
redeemed upon payment to the purchaser or, if he cannot be found in the
state, then to the commissioner of revenue for the use of the purchaser,
his heirs, or assigns, the amount paid by the purchaser and interest on
it at the rate of 12 [SIX] percent a year. IT land sold is redeemed
under this subsection, the commissioner shall cause entry of the fact to
be made upon the record mentioned in (g)(6) of this section and the
entry shall be evidence of such redemption.

Sec. 27. AS 43.31.141 1is amended to read:

Sec. 43.31.141. WHEN TAX DUE, EXTENSION AND INTEREST. The tax
imposed by this chapter 1is due and payable 15 months after the dece—
dent"s death, and shall be paid by the executor to the department. If
the department finds that the payment on the due date of tax or any part
of the tax would impose undue hardship uponthe estate, the department
may extend the time for payment of any part, but no extension may be for
more than one year and the aggregate of extensions with respect to c>
estate may not exceed five years from the due date. In that case the
amount in respect of which the extension is granted shall be paid on or
before the date of the expiration of the period of the extension unless
a further extension 1is granted. IT the time for the payment 1is extended
there shall be collected, as part of this amount, 1interest on the tax at
the rate provided in AS 43.05.225 [OF SEVEN PERCENT A YEAR] from the due
date of the tax to the date the tax is paid.

-16- CSHB 354



16
1
18
19
20

23
24
25

26
21
28

29

*

*

*

Sec. 28. AS 43.40.030(b) is amended to read:
(b) The entire tax levied by this chapter[AS 43.40.010 - 43.40.-
100] shall be refunded to the purchaser on that part of the motor fuel
used 1in aforeign country on which duty is paid when the fuel 1is sold
and delivered in the state for nonhighway use in a foreign country.
Sec. 29. AS 43.40.030 is amended by adding a new subsection to read:
(d) IT a person obtains motor fuel on which the tax levied by this
chapter has been paid and the motor fuel 1is exempt from the tax, the
person 1is entitled to a refund of the tax paid.
Sec. 30. AS 43.40.050(a) is amended to read:
() A person who claims a refund as provided in this chapter
[AS 43.40.010 - 43.40.100] shall present his claim to the commissioner
of revenue by affidavit upon a form provided by the commissioner. The
form shall contain the name, address and occupation of the applicant,
the nature of the business of the applicant, and a description suffi
cient to identify the machinery or equipment in which the motor fuel
(for which the refund is claimed) was used [WITH THE INFORMATION THE
COMMISSIONER REQUIRES]. The claim shall be accompanied by each invoice
issued to the claimant at the time the motor fuel was [IS] purchased.
The commissioner may require any additional information which he con—
siders necessary for the administration of this chapter [AS 43.40.010 -
43.40.100]-
Sec. 31. AS 43.50.010 1is amended by adding a new subsectionto read:
(e) A license issued under this chapter shall 1include
(D the name and address of the licensee;
(2) the type of business to be conducted; and
(3) the vyear for which the license 1is issued.
Sec. 32. AS 43.50.150 1is amended to read:
Sec. 43.50.150. ADMINISTRATION. (a) The department shall (1)
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administer this chapter [AS A3.50.010 - A3.50.180], and (2) collect,
supervise, and enforce the collection of taxes [AND PENALTIES] due under
this chapter and penalties as provided in AS A3.05 [AS A3.50.010 - AS3.-
50.180].

(b) The department may adopt [PUBLISH] regulations necessary
the administration of this chapter [AS A3.50.010 - A3.50.180], [(1) TO
ENFORCE AS A3.50.010 - A3.50.180, AND (2) TO COLLECT THE TAXES, FEES,
AND PENALTIES IMPOSED BY AS A3.50.010 - A3.50.180].

Sec. 33. AS A3.50.190(b) 1is amended to read:

(b) The tax levied by this section 1is in addition to the tax
levied by AS A3.50.010 - A3.50.180. The tax shall be administered and
collected in the same manner as the tax levied by AS A3.50.010 - A3.50.-

180, exceptthat receipts from the tax shall be deposited inthe general

fund. The penalties provided in AS A3.05 [ESTABLISHED IN AS A3.50.010
A3.50.180] apply to the tax levied in this section.
Sec. 3A. A. A3.60.0A0 1is amended by adding a new subsection to read:
(h) A license issued under this section shall 1include
(1) the name and address of the licensee;
(2) the nature or type of liquor business to be conducted;
and
(3) the year for which the license 1is 1issued.
Sec. 35. AS A3.65.010 is amended by adding a new subsection to read:
(i) A license issued under this section shall include
(1) the name and address of the licensee;
(2) the nature or type of mining activity to be conducted;
ana
(3) the year for which the license 1is 1issued.
Sec. 36. AS A3.70.020(a) 1is amended to read:
(a) For the privilege of engaging in a business 1in the state, a
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person shall first apply, upon forms prescribed by the commissioner, and
obtain a license [SO TO DO], and pay the license fee provided for 1in

AS 43.70.030. A license issued to a firm for a particular line of

business covers all 1its operations 1in the state in the line of business
regardless of the number of its establishments. A license issued under
this subsection shall include

(1) the name and address of the licensee;

(2) the line of business to be conducted; and

(3) the year for which the license is issued.

* Sec. 37. AS 43.75.020 is amended by adding a new subsection to read:
(c) A license issued under this chapter shall include

(1) the name and address of the licertsee;

(2) the line of business to be conducted;

(3) the year for which the license is issued; and

(4) any other information which the department prescribes.

* Sec. 38. The following laws are repealed: AS 43.05.100(a); AS 43.10.-
040, 43.10.050; AS 43.20.150, 43.20.160(b), 43.20.220, 43.20.240, 43.20.260;
AS  43.31.171; AS 43.40.040; AS43.50.100(Ca), (c), and (e); AS 43.58.120,
43.58.130; AS 43.65.050(b) and (c); AS 43.70.060; AS 43.75.050(c), 43.75.-
140(8); and AS 43.80.030.

* Sec. 39. The following laws are repealed: AS 43.20.335; AS 43.26.060;
AS 43.31.360; AS 43.31.370, 43.31.380, 43.31.390; AS 43.35.080; AS 43.40.020,
43.40.080(b), 43.40.090; AS 43.45.060; AS 43.50.160; AS 43.55.120, 43.55.130;
AS  43.56.190; AS 43.60.040(d), (e), and (f); AS 43.65.050(d), (e), and (f);
AS  43.70.100; AS 43.75.050(d), (e), and (f), 43.75.120; and AS 43.80.020.

* Sec. 40. Section 15 of this Act 1is retroactive to January 1, 1977 and
applies to tax years beginning after December 31, 1976.

* Sec. 41. Sections 1 - 4, 6 - 14, 16 - 30, 32, 33 and 38 of this Act are
retroactive to January 1, 1980, and apply to tax years beginning after
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December 31, 1979.

* Sec. 42. Sections 1 - 30, 32, 33, 38,

39,

and 40 of this Act take

effect immediately in accordance with AS 01.10.070(c). Sections 31,

37 of this Act take effect January 1,

1981.
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April 6, 1979

The Honorable Charles H. Parr
House of Representatives

Chairman, House Judiciary Committee
Pouch V

Juneau, AK 99811

Dear Mr. Parr:

| am writing to expand upon my testimony on HB 354 hefore the House Judiciary
Committee on March 30, 1979. At that time you questioned why the enforcement
sections of Title 43 have not been updated and if there is any logic to a
more restricted list of exempt property for tax collection purposes than

that for the execution of a judgment.

AS 43.20.270 is the section which allows the Department of Revenue to

collect taxes, with interest, penalties and other additional amounts permitted
by law, by the distraint and sale of the taxpayer's property. AS 43.10.030
extends the distraint remedy to all State Revenue Statutes.

Collection by Distraint on Personal Property was permitted under Sec. 12 D

ch 132 SLA 1951. Prior to that act the remedy for non-payment of tax was a
lien foreclosure or court proceeding in the same manner as any other debt in
like amount. Sec. 12 ch 115 SLA 1949. The 1951 act allowed for the distraint
of personal property and levy and set out the exempt property as it is in

the statute today. The remedy of distraint was extended to real property in
1962. Sec. 1 ch 115 SLA 1962.

1962 was the last time AS 43.20.270 was amended. In the 17 years since
then, even considering the limited amount of oxempt property, neither the
legislature nor the department have sought and been successful in obtaining
amendments to this section. Why?

AS 43.20.270 (a): "The department may collect taxes... by distraint and
sale...." The key word is "may." "May" gives the department some discretion
in the methods it uses to collect the taxes due the State. The department
has worked to take a reasonable approach to tax collection. Realizing that
the mail from one point in Alaska to another may take longer than ten days
and therefore a seizure after the ten days authorized by statute would be
unreasonable, the department will usually give a longer period for the tax-
payer to pay before enforcing collection action. There will be cases in
which the department may wish to use every statutory remedy available, such
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as the case where the taxpayer has caused the collection of the tax to be
put in jeopardy, but the department can exercise its discretion on a case by
case basis. Naturally the statutes have to be written for the extreme case
but the selection and use of the available remedies is left to departmental
discretion.

There can be no doubt that the taxpayer who is left with only his exempt
property under AS 43.20.270 (b) would be in real trouble. Again the discre-
tion of the department has been used to nol distrain to this extent. The
primaryfunction of the enforcement division is to promote voluntary compli-
ance with State Revenue Laws and judgmentcalls must be made todetermine
whether a course of action will reach this goal or cause such resentment
that the fires of tax pretest might be fueled. An example of a seizure
which seemed to cause more harm than good was here in Juneau where the IRS
seized a boat belonging to a tax protester. There was quite a bit of
unfavorable publicity surrounding that seizure and the subsequent tax
protestor meetings were attended by a broad spectrum of Juneau citizenry,
We cannot be so narrow as to collect the tax at all costs to the taxpayer,
or the department; we are seeking voluntary compliance with the State tax
laws, not the strict punishment of delinquent taxpayers.

Regarding the second issue, why have a stricter limit to exempt property for
tax collection than those exemptions from execution under AS 09.35.0807?
Perhaps it is grounded in the sentiment put into words by the US Supreme
Court:

"Indeed one may readily acknowledge that the existence
of the levy power is an essential part of our self-
assessment tax system and that it enhances voluntary
compliance in the collection of taxes that this Court

has described as the life blood of Government; and

their prompt and certain availability an imperious need."
G M Leasing Corp. v US 429 US 338 at 350, 50 L Ed 2d 530
at 542,

The court was writing of two things, 1) voluntary compliance with the
collection of taxes and 2) their prompt and certain availability. The
remedy of distraint reaches both goals. It can be a quick and efficient
way of securing revenue as well as a warning against others who may be
considering not filing returns or paying taxes. Title 9 provides for the
execution of judgments out of ordinary civil causes of action, but taxes
are "the life Dblood of government." Taxes are more Integrally connected
with the functions of our democratic system than those judgments under
Title 9, therefore the deli: tent taxpayer should only receive minimum
consideration from a system he is hindering by not paying. How much con-

sideration the delinquent taxpayer will get is determined by the legislature
which must strike the balance between what is "fair" to the taxpayer and the

prompt and certain availability of Revenue to the government.
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Quite frankly the limiced list of exempt property vs an inducement to volun-
tarily comply with tax laws. True, the department rarely, if evur, would
leave a delinquent taxpayer with only his exempt property, but what taxpayer
would see how :lose he might come.

't can certainly be argued that the list be updated to today*s values.
However, since the department it planning to introduce next session a
revised enforcement section to Title 43, it would seem that that would be
the appropriate time to addresr >I€ issue.

If you have further questions on this matter, please contact me.

Sincerely,

Michael S. McCormick
Director
Enforcement Division



y i "o = PR L NS M J AV o emiede

Introduced: 3/7/79
Referred: Judiciary and
Finance

BY THE RULES COMMITTEE BY

| IN THE HOUSE REQUEST OF THE GdVERNOR

2 HOUSE BILL NO. 354 I

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act making miscellaneous amendments to the revenue
7 statutes; and providing for an effective date."

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

9 * Section 1. AS 43.05.220 is amended to read:

Iy Sec. 43.05.220. CIVIL PENALTIES [PENALTY]. “"a}_ Five per cent
I dihall be added to a tax for each 30-day period or fraction of the

period during which the taxpayer fails to file at the time or times

13 required by law or regulation a return or report, cr pay the full

1 amount of the tax, or a portion or a deficiency of the tax, as finally
B determined by the department and required by thi3 title, unless it is

L shown that the failure is due to a reasonable cause and not to wilful

b neglect. The penalty shall not exceed 25 per cent in the aggregate.'l

B [THE PENALTY SHALL BE COLLECTED AT THE SAME TIME, IN THE SAME MANNER
B AND AS A PART OF THE ORIGINAL TAX; BUT IF THE ORIGINAL TAX IS PAID
D BEFORE THE NEGLECT IS DISCOVERED, THE PENALTY SHALL BE COLLECTED IN
4 THE SAME MANNER AS THE ORIGINAL TAX,] The department shall prescribe
2

by regulation circumstances which constitute reasonable cause for

2 purposes of this section.

“ (b) If any part of a deficiency due under this title is d'a to
5 negligence or intentional disregard of law or regulations, but without
2% intent to defraud, five per cent of the total amount of the deficiency,
A Ln addition to the deficiency, shall be assessed, collected, and paid
22 in the same manner as if it were a deficiency.

(¢) If any part of a deficiency due under this title is due to
-1- HB 354
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fraud, there shall be added to the taxa civil fraud penalty in an
amount equal to 50 per centof the tax due andin no event less than
$500. This penalty is in addition to any amount determined under (a)

or (b) of this section.

(d) A penalty imposed by this section shall be collected at the

same time, in the same manner and as apart of the original tax; but

if the original tax is paidbefore theneglect or fraud is discovered,
the penalty shall be collected in the same manner as the original tax.
No Interest may be collected upon the amount of a penalty Imposed by

this section.

Sec. 2. AS 43.05.230(a) is amended to read:

(a) Except in connection with official investigations or proceed-

ings of the department, whether judicial or administrative, involving
taxes due under this title®except in connection with official investi-
gations or proceedings of the child support enforcement agency, whether
Judicial or administrative, involving child support obligations imposed
or imposable under AS 25 or AS 4pj~nd except as otherwise provided in
this section, it is unlawful for a current or former [AN] officer,
employee or agent of the state to divulge the amount of income or the
particulars set out or disclosed in a report or return made under this
title .

Sec. 3. AS 43.05.230 is amended by adding a new subsection to read:

(9) The information contained in any license issued in accordance

with AS 43.50, 43.60, 43.65, 43.70, and 43.75 by the commissioner of
revenue is public information. The licenses issued under these chapters
must contain (1) the name and address of the licensee; (2) the type of
business to be conducted; (3) the year of the license; and (4) any

other information specifically required by statute.

* Sec. 4. AS 43.05 is amended by adding new sections to read:
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Sec. 43.95.245. ASSESSMENT OF TAX, PENALTIES AND INTEREST. If
a taxpayer fails to file a return or report required by this title in
the time required by law or by regulation adopted under authority of
law, or makes an erroneous or fraudulent return, the department shall
proceed to assess the license fees, tax, penalties, or interest and
make a return from information which it obtainsA return made and
subscribed by the department is prima facie geod and sufficient for
all legal purposes. The assessment of license fees, tax, penalties,
or interest occurs at the time the department issues a notice and
demand for payment of the license fees, tax, penalties, or interest.
The notice and demand for payment are issued when the notice is
delivered in person to the taxpayer or placed in the United States
mail, addressed to his last known address. Penalties and interest
assessed undvvr this title must be collected in the same manner and
using the oame procedures as provided in this title for the collection
of tax or license fees.

Sec. 43.05.275. LIMITAO/IION ON PROCESSING REFUND CLAIMS. (a)
Except as provided in AS 43.20.021, a claim for credit or refund of
any tax in this title, for which the taxpayer is required to file a
return, may be filed by the taxpayer within three years from the time
the return was filed e ,0 years from the time the tax was paid
whichever of those periods expires later, or if no return was filed,
within two years from the time the tax was paid.

(b) Where the department and the taxpayer have consented to
extend the period for assessment of tax as provided in AS 43.05.260(c)-
(3), the tax may be refunded at any time before the expiration of the
period agreed upon.

Sec. 43.05.290. PENALTIES. (a) A person who wilfully attempts
to evade the tax imposed by this title is, in addition to other penal-
-3- HB 354
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ties provided by this title, gquilty of a felony and, upon conviction,
shall be fined not more than $50,000, or imprisoned for not more than
five years, or both.

(b) A person required under this title to collect, account for,
and pay over the tax imposed by this title who wilfully fails to
collect or truthfully account for and pay over the tax at the time or
times required by law or regulation is, in addition to other penalties
provided by this title, gquilty of a felony and, upon conviction, shall
be fined not more than $50,000, or imprisoned for not more than five
years, or both.

(c) A person required under thi3 title to pay a tax, make a
return, keep records, or supply information, who wilfully fails to pay
the tax or estimated tax, make the return, keep the records, or supply
the information at the time or times required by law or regulation is,
in addition to other penalties provided by this title, gquilty of a
misdemeanor and, upon conviction, shall be fined not more than $5,000,
or imprisoned for not more than one year, or both.

(d) A person who wilfully makes and subscribes a return, state-
ment, or other document required under this title which contains or is
verified by a written declaration that it is made under the penalties
of perjury which he does not believe to be true and correct as to
every material matter is, in addition to other penalties provided by
this title, guilty of a felony and, upon conviction, shall be fined
not more than $25,000, or imprisoned for not more than three years, or
tSbth.

(e) A person who wilfullyland knowingly aids or assists in, or
procures, or counsels the preparation or presentation in connection

with any matter arising under this title of a return, affidavit,
claim, or other document, which is fraudulent or is false as to any
-4- HB 354
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material matter is guilty of a felony whether or not the falsity or
fraud is with the knowledge or consent of the person required to
present the return, affidavit, claim, or document, and, upon conviction,
shall be fined not more than $25000, or imprisoned for not more than
three years, or both,

(f) A person who wilfully delivers or discloses to the commis-
sioner or the department under this title any list, return, account,
statement, or other document, known by him to be fraudulent or to be
false as to any material matter is guilty of a misdemeanor and, upon
conviction, shall be fined not more than $5,000, or imprisoned for not
more than one year, or both.

(g) A person required to collect or truthfully account for a tax
imposed by this title who wilfully fails to collect the tax or to
truthfully account for and pay over the tax, or wilfully attempts in
any manner to evade the tax or the payment of it is, in addition to
other penalties provided by law, liable for a civil penalty equal to
the total amount of the tax evaded, not collected, not accounted for,
or not paid over, This penalty is in place of the tax not otherwise
paid to the state. The civil penalty shall be paid upon demand by the
commissioner or his designee, and shall be assessed and collected in
the same manner as taxes are assessed and collected under this title.
Any reference in (a) - (f) of this section to "tax" imposed refers
also to the civil penalty provided under this subsection.

(h) The penalties and liabilities “~povided in (g) uf~rthis section
shall be paid upon notice and deman™ by the commissioner of rcl<enue or
his designee or agent and shall be™as™essed and collected in the sanii
manner as taxes-;" A reference to "tax" impoTsed™also refers to the

penalties'and liabilities provided by thisdection

ft (yf* A person required to supply information to his employer under
-5- HB 354



this title who wilfully supplies false information or who wilfully
fails to supply information under that section which would require an
increase in the tax to be withheld under that section is, in addition
to other penalties specified in this chapter, guilty of a misdemeanor
and, upon conviction, is punishable by a fine of not more than $5,000,
or imprisonment for not more than one year, or both.

A (j) A person engaging in or carrying on or attempting to engage
in or carry on a business, trade, pro

a license is required as a condition

license, is guilty of a misdemeanor, and, upon conviction, is punish-
able by a fine of not more than $2,000, or by imprisonment for not
more than six .onths, or both.

(k) In this section "person" includes, but is not limited to, an
officer or employee of a corporation or a member or employee of a
partnership, who, as officer, employee, cr member, is under a duty to
perform the act in respect to which the violation occurs.

Sec. 5. AS 43.10 is amended by adding a new section to read:

Sec. 43.10.031. ENFORCEMENT. A tax due and unpaid under this
title, the interest, penalty, additional amount, or addition to the
tax, and the tax (or interest, penalty, additional amount, or addition
to the tax) which has been erroneously refunded is a debt to the state
and may be collected by lien foreclosure or sued for and recovered in
an action by the state. C/IOAS 4fj VoA
Sec. 6. AS 43.10.040 is repealed and re-enacted to read:

Sec. 43.10.040. RECORDING LIEN AND CERTIFICATE OF DISCHARGE.

(u)  The lien is not valid as against a mortgagee or other lien holder,
pledgee, purchaser, or judgment creditor until notice of it is filed

in the office of the recorder of the recording district where the
property subject to the lien is situated; except that a lien arising
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out of a tax dueunder AS  43.56 and 43.75 and the penaltiesand interest

on the tax are a lien prior, paramount, and superior to allother
liens, mortgages, hypothecations, conveyances, and assignments, upon
all the real andpersonal property of the person liable forthe tax,
and upon all thereal and personal property used with the permission
of the owner to carry on the business, regardless of the date the

liens are recorded.

(b) When a notice of the lien is filed, the recorder shall
immediately enter the notice in an alphabetical state tax lien index,
showing on one line the name and residence of the taxpayer named in
the notice, the department's serial number of the notice, the date and
hour of filing, and the amount of tax, including interest, penalty,
additional amount, or addition to the tax, and costs. The recorder
shall file and keep all original notices so filed in numerical order
in a file or files, designated state tax lien notices.

(c) When a certificate of discharge of a tax lien issued by the
department is filed in the office of the recorder, where the original
notice of lien is filed, the recorder shall enter the certificate with
the date of filing in the state tax lien index on the line where
notice of the lien so discharged is entered, and permanently attach
the original certificate of discharge to the original notice of lien.

(d) The state tax lien index and file for state tax lien notices
shall be furnished to the recorder in this state in the manner provided
by law for the furnishing of books in which deeds are recorded.

Sec. 7. AS 43.10 is amended by adding a new section to read:

Sec. 43.10.045. SUSPENSION OF LICENSES. In addition to the

other penalties imposed in this title, the license of a person who is

authorized to conduct a business by a license issued under the laws of
the state, whether he is a resident or not, is, if he fails to pay the
-7- HB 354
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| tax levied under this title, suspended until the tax imposed by this
2 chapter, together with interest and penalties, is paid in full.

3 * Sec. 8. AS 43.10.160(b) is amended to read:

N

(b) If the value of the taxpayer's interest in the real estate

is not equal to twice the amount of the estimated tax and license fees

oy @

for which the taxpayer will be liable to the state, the taxpayer shall

~

file with the Department of Revenue a bond or other security approved

oo

by the commissioner [ATTORNEY GENERAL] in a sum equal to twice the

9 estimated amount of the taxes and license fees, but in no event less
10 than $1,000. However, the bond requirement may be waived, in whole or
" in part, if the taxpayer shows in writing to the satisfaction of the

commissioner [ATTORNEY GENERAL] that there is good cause for such a
waiver [THE AMOUNT OF THE BOND WOULD BE AN UNDUE HARDSHIP]. The
Department of Revenue shall adopt regulations defining good cause for
the purposes of this section.
* Sec. 9. AS 43.20.011(c) is amended to read:

(¢) There is imposed for each taxable year upon the taxable
income of every resident, nonresident and part-year resident head of
a household (as defined in section 2(b) of the Internal Revenue Code),

taxes computed according to the following table.

If the taxable income is: Then the tax is:
Not over $2,000 3 per cent of the taxable
23
income
24
Over $2,000 butnot over $4,000 $60 plus 3.5 per cent of
25
excess over $2,000
26
Over $4,000 butnot over $6,000 $130 plus 4.0 per cent of
27
excess over $4,000
28
Over $6,000 butnot over $8,000 $210 plus 4.0 [4.5] per cent
29

of excess over $6,000

-8- HB 354
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Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

Over

$8,000 but not over

$10,000

$12,000

$14,000

$16,000

$18,000

$20,000

$22,000

$24,000

$28,000

$32,000

$38,000

$44,000

$50,000

$60,000

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

butnot

over

over

over

over

over

over

over

over

over

over

over

over

over

over

$10,000

$12,000

$14,000

$16,000

$18,000

$20,000

$22,000

$24,000

$28,000

$32,000

$38,000

$44,000

$50,000

$60,000

$70,000

$290 [$300] plus 5.0 per cent

of excess over $8,000

$390 [$400] plus 5.0 [5.5] per

cent of excess over $10,000

$490 [$510] plus 6.0 per cent

of excess over $12,000

$610 [$630] plus 6.J3 [6.5] per

cent of excess over $14,000

$730 [$760] plus 675 [7.0] per

cent of excess over $16,000

$860 [$900] plus 7.0 per cent

of excess over $18,000

$1,000 [$1,040] plus 7.5 per

cent of excess over $20,000

$1,150 [$1,190] plus 8.0 per

cent of excess over $22,000

$1,310 [$1,350] plus 8.5 per

cent of excess over $24,000

$1.650 [$1,690] plus 8J3 [9.0]

per cent of excess over $28,000

$1,990 [$2,050] plus !M) [9.5]

per cent of excess over $32,000

$2,530 [$2,430] plus 10.0 per

cent of excess over $38,000

$3,130 [$3,030] plus 10.5 per

cent of excess over $44,000

$3,760 [$3,660] plus 11.0 per

cent of excess over $50,000

$4,860 [$4,760] plus 11.5 per
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cent of excess ovir $60,000

Over $70,000 butnot over $80,000 $6,010 [$5,910] plus 11.5 [12.0]

per cent of excess over $70,000

Over $80,000 butnot over $90,000 $7,160 [$7,110] plus 12.0 [12.5

per cent of excess over $80,000
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29

Over $-10,000 butnot over $100,000 $8,360 plus 13.0 per cent of
excess over $90,000

Over $100,000 butnot over $150,000 $9,660 plus 13.0 [13.5] per
cent of excess over $100,000

Over $150,000 butnot over $200,000 $16,160 [$16,410] plus 14.0 per
cent of excess over $150,000

Over $200,000 butnot over $300,000 $23,160 ([$23,410] plus 14.5 per
rent of excess over $200,000

Over $300,000 $37,660 [$37,910j plus 14.5 per
cent of excess over $300,000

Sec. 10. AS 43.20.011(d) is repealed and re-enacted to read:

(d) The department shall compute and publish Alaska

liability tables for taxpayers.

income tax

Sec. 11. AS 43.20.021(d) is amended to read:

(d) Where a credit allowed under the Internal Revenue Code
also allowed in computing Alaska income tax, it is limited to 16 per
cent [OF THE AMOUNT OF THE CREDIT DETERMINED FOR FEDERAL INCOME TAX

PURPOSES] for individuals and fiduciaries and 18 per cent for corpora-
tions of the amount of credit determined for federal income tax pur-
poses, which is attributable to Alaska.
Sec. 12. AS 43.7.0.021 is amended by adding a new subsection to read:

(9) For purposes of calculating the accumulated earnings tax as

provided for in the Internal Revenue Code, sec.

531, the

rate is 4.95

per cent of the first $100,000 of accumulated taxable income and 6.93
-10 HB 354
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per centof accumulated taxable income in excess o0f$100,000.
Sec. 13. AS43.20.031(a)(3) is amended to read:
(3) the benefits of nonrecognition of gain on the sale®_

[OR] exchange, or other disposition of certain property under secs.

1031, 1033, and 1034 of the Internal Revenue Code (26 U.S.C. secs. 1031,

1033, and 1034) are allowed only to taxpayers who purchase or exchange
the property within the stare, except that the benefits of sec. 1034
shall be allowed regardless of the location of the property for
taxpayers who have attained the age of 65 on or before the time of the
purchase or exchange; for purposes of this paragraph, the gain that
results is subject to the benefits of the Internal Revenue Code, secs.
1201, 1202, 1221, and 1231 as if the gain had been recognized for
federal tax purposes; in addition, the basis of the acquired property
shall be adjusted as provided in the Internal Revenue Code, sec. 1016
as if the gain had been recognized for federal tax purposes;

Sec. 14. AS 43.20.031(e) is amended to read:

(e) An affiliated group of corporations maymake or the commis-
sioner may require them to make a consolidated [OR COMBINED] return
for the taxable year in place of separate returns. For purposes of
calculating the amount of tax payable by the group under a consolidated
filing, Internal Revenue Code secs. 1501 - 1552, as amended, apply.
Sec. 15. AS 43.20.031(h) is amended to read:

(h) A taxpayer who purchases an entry permit under AS 16.43
carrying on a trade or business is entitled to a deduction of the
amount of the price paid during the tax year as if it were allowable
under sec. 162 of the Internal Revenue Code (26 U.S.C. sec. 162). The
basis of the entry permit shall be reduced by the amount of the deduc-
tion which the taxpayer is entitled to claim under this subsection.

Sec. 16. AS 43.20.031 is amended by adding a new subsection to read:
-H _ HB 354
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(1) A corporation which is a member of a group of unitary cor-

porations which collectively has income from business activity which
is taxable both inside and outside the state or income from other
sources both inside and outside the state shall determine its income
from sources in this state by use of the combined method of accounting.
Sec. 17. AS 43.20.035(a) is amended to read:

(a) The taxable income of nonresidents or part-year residents
this state is taxable income as determined unde-** AS 43.20.031 [SEC.
31 OF THIS CHAPTER] when attributable to sources in the state as
provided in AS 43.20.040 [SEC. 40 OF THIS CHAPTER] with the following
modifications:

(1) a nonresident or part-year resident of this state shall
be allowed a deduction, in place of the deductions [WHO HAS NO EXCESS
ALASKA ITEMIZED DEDUCTIONS AS DEFINED IN (4) OF THIS SUBSECTION IS
ALLOWED THE MINIMUM DEDUCTION] provided by AS 43.20.031(a)(4) and
excess itemized deductions provided under the Internal Revenue Code,
in the amount of the minimum deduction and excess itemized deductions
[SEC. 31(a)(4) OF THIS CHAPTER] in the proportion provided in (b) of
this section;

(2) a nonresident or part-year resident is allowed a deduc-
tion equal to the personal exemption deduction as defined in sec. 151
of the Internal Revenue Code in the proportion provided in (b) of this
section”™ [;]

[(3) A NONRESIDENT OR PART-YEAR RESIDENT WHO HAS EXCESS
ALASKA ITEMIZED DEDUCTIONS IS ALLOWED HIS ENTIRE ALASKA ITEMIZED
DEDUCTIONS;

(4) "ALASKA ITEMIZED DEDUCTIONS™ AS USED IN THIS SECTION

ARE THOSE ITEMIZED DEDUCTIONS ALLOWED UNDER THE INTERNAL REVENUE CODE

WHICH ARISE FROM SOURCES IN THE STATE EXCEPT THOSE ITEMS DESCRIBED IN
i9 HB 354
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SEC. 31(c) OF THIS CHAPTER; "EXCESS ALASKA ITEMIZED DEDUCTIONS™ MEANS
THE EXCESS (IF ANY) OF:
(A) ALASKA ITEMIZED DEDUCTIONS, OVER
(B) THE MINIMUM DEDUCTION AS DEFINED IN SEC. 31(a)(4)
OF THIS CHAPTER.]
Sec. 18. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.037. TAXABLE INCOME OF FIDUCIARY. The taxable income
of a fiduciary is its taxable income as determined under AS 43.20.031
when attributable to sources in the state as provided in AS 43.20.040.
Sec. 19. AS 43.20.038(a) is amended to read:

(a) An individual is allowed as a credit against the tax due
under this chapter five per cent of his residential fuel expenses paid
during the year, but not less than a minimum credit of $10. For
married taxpayers filing separate returns, the minimum credit is $5
for each return. Part-year resident and nonresident individual tax-
payers shall prorate the credit allowed in this section as provided by
AS 43.20.035(b) [ACCORDING TO THE NUMBER OF MONTHS RESIDED IN THE
STATE].

Sec. 20. AS 43.20.039(c) is amended to read:

(c) Part-year resident and nonresident individuals shall prorate
the credits provided in this section as provided by AS 43.20.035(b)
[ACCORDING TO THE NUMBER OF MONTHS DURING WHICH THE TAXPAYER RESIDED
IN THE STATE].

Sec. 21. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.045. PRORATION OF PART-YEAR RESIDENTAND NONRESIDENT
INDIVIDUAL CREDITS. Unless otherwise provided, credits allowable to a
part-year resident and nonresident individuals are limited to the

amount of the credit computed according to AS 43.20.021(d), if appli-

cable, and prorated as provided by AS 43.20.035(b).
-13- HB 354



Sec. 22. AS 43.20.065 is amended to read:

Sec. 43.20.065. ALLOCATION AND APPORTIONMENT. A taxpayer who
has income from business activity which is taxable both inside and
outside the state or income from other sources both inside and outside
the state shall allocate and apportion his net income as provided in
[ART. IV OF] the Multistate Tax Compact (AS 43.19[.010]), and as pro-
vided in AS 43.20.071 [sEc. 71 OF THIS CHAPTER FOR WATER TRANSPORTA-
TION CARRIERS].

Sec. 23. AS 43.20.071 is repealed and re-enacted to read:

Sec. 43.20.071. TRANSPORTATION CARRIERS. (a) AIll business
income of water transportation carriers shall be apportioned to this
state in accordance with the Multistate Tc« Compact (AS 43.19) as

modified by the following:

(1) the numerator of the property factor shall be the sum
of the value for property in a fixed location suchas buildings and
land used in the business and intrastate equipment id personal

property determined according to the Multistate Tax Compact (AS 43.19)
and the value of interstate mobile property be determined on a days-
spent-in-ports basis as provided in (4) of this subsection; the
denominator of the property factor shall be determined according to
the Multistate Tax Compact;

(2) the numerator of the payroll factor shall be the sum of
the wages and salaries ofemployees assigned to fixed locations tdeter-
mined according to the Multistate Tax Compact (AS 43.19) and the wages
and salaries of employees assigned to interstate mobile property
determined on a days-spent-in-ports basis as provided in (4) of this
subsection; the denominator of the payroll factor shall be determined

in accordance with the Multistate Tax Compact;

(3) the numerator of the sales factor shall be the sum of

HB 354
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all revenues from intrastate activities and revenues from interstate
activities determined on a days-spent-in-ports basi3 as provided in
(4) of this subsection; the denominator shall be determined in accord-

ance with the Multistate Tax Compact;

(4) the portions of the numerator of the property, payroll,

and sales factors which are directly related to interstate mobile
property operations shall be determined by a ratio which the number of
days spent in ports inside the state bears to the total number of days
spent in ports inside and outside the state; the term "days spent in
ports” does not include periods when ships are tied up because of
strikes or withheld from Alaska service for repairs, or because of
seasonal reduction of service; days in port are computed by dividing
the total number of hours in ail ports by 24.

(b) Transportation carriers other than water carriers shall
apportion their income to this state by means of formulas prescribed
by regulations of the department which are to ensure that the total
income subject to apportionment has been apportioned only to those
states having Jurisdiction to tax.

Sec. 24. AS 43.20.170(b) is amended to read:

(b) The rules with respect to withholding of tax set out in
secs. 3402 (except that Internal Revenue Code subseca. 3402 (f)(1)(F),
3402(m) and 3402(n) are not incorporated and do not apply for Alaska
tax purposes); 3502(b); 6414 of the Internal Revenue Code of 1954
as amended, apply with respect to this section as though fully set out
in this section. Remittance of taxes withheld shall be accompanied by
returns on forms prescribed by the department,

Sec. 25. AS 43.20.200(a) is amended to read:

(a) As soon as practicable after a return is filed, the depart-

ment may [SHALL] examine it and determine the correct amount of the
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[SEC. 280 OF THIS CHAPTER].
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rate of 12 [SIX] per cent a year. If land sold is redeemed
subsection, the commissioner shall cause entry of the fact
the record mentioned in (g)(6) of this section and the
hall be evidence of such redemption.
AS 43.31.141 is amended to read:
c. 43.31.141. WHEN TAX L'UE, EXTENSION AND INTEREST. The tax
by this chapter is due and payable 15 months after the dece-
death, and shall be paid by the executor to the department. | f

the department

part of

departm

may be

the

ent

for

finds

that the

payment

on the due

tax would impose undue hardship upon

may extend the time
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respect to an estate may not exceed five years from the due date. In
that case the amount in respect of which the extenstion is granted
shall be paid on or before the date of the expiration of the period of
the extension unless a further extension is granted. If the time for
the payment is extended there shall be collected, as part of this
amount, interest on the tax at the rate provided in AS 43.05.225 [OF
SEVEN PER CENT A YEAR] from the due date of thetax to the date the
tax is paid.

Sec. 28. AS 43.50.150 is amended to read:

Sec. 43.50.150. ADMINISTRATION. (a) Thedepartment shall (1)
administer [SECS. 10 - 180 OF] this chapter, and (2) collect, super-
vise, and enforce the eduction of taxes [AND PENALTIES] due under
[SECS. 10 - 180 OF] this chapter and penalties as provided in AS 43.05.

(b) The department may adopt [PUBLISH] puhlieh-regulations
necessary for the administration of [SECS. 10 - 180 OF] this chapter
[(1) TO ENFORCE SECS. 10 - 180 OF THIS CHAPTER, AND (2) TO COLLECT THE
TAXES, FEES, AND PENALTIES IMPOSED BY SECS. 10 - 180 OF THIS CHAPTER].
Sec. 29. AS 43.50.190(b) is amended to read:

(b) The tax levied by this section is in addition to the tax
levied by AS 43.50.010 - 43.50.180 [SECS. 10 - 180 OF THIS CHAPTER].
The tax shall be administered and collected in the same manner as the
tax levied by AS 43.50.010 - 43.50.180 [SECS. 10 - 180 OF THIS CHAPTER],
except that receipts from the tax shall be deposited in the general
fund. The penalties provided in AS 43.05 [ESTABLISHED IN SECS. 10 -
180 OF THIS CHAPTER] apply to the tax levied in this section.

Sec. 30. AS 43.75.100 is amended to read:
Sec. 43.75.100. TAX IMPOSED ON TAKING OF FISHERIES PRODUCTS. A

person taking, purchasing, or otherwise acquiring fisheries products

which have not been subject to the tax imposed by AS 43.75.010 - 43.75.-
-17- HB 354
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090, [THE FISHERIES PRODUCTS ENUMERATED IN SECS. 10 - 50 OR 60 - 90 OF
THIS CHAPTER] who sells the products [TO FREEZERSHIPS, FLOATING COLD
STORAGES OR FLOATING CANNERIES] outside the taxing jurisdiction of the
state, is subject to the tax set out in AS 43.75 [SECS. 10 - 50 OF
THIS CHAPTER] for thefisheries products thussold [ENUMERATED IN

SECS. 10 - 50 OF THIS CHAPTER, AND IS SUBJECT TO THE TAX SET OUT IN
SECS. 60 - 90 OF THIS CHAPTER FOR THEFISHERIES PRODUCTS ENUMERATED IN
SECS.60-90 OF THIS CHAPTER].

Sec. 31. A3 43.75.110 is amended to read:

Sec. 43.75.110. DUTY OF TAXPAYER AND PAYMENT OF TAX. A person
subject to taxes under AS 43.75.100 - 43.75.120 [SECS. 100 - 17.0 OF
THIS CHAPTER] shall make a return stating the value of raw fisheries
products taken, purchased or otherwise acquired during the license
year for sale [TO FREEZER SHIPS, FLOATING COLD STORAGES, OR FLOATING
CANNERIES] outside of the taxing jurisdiction of the state [COMPUTED
AS REQUIRED BY SECS. 100 - 120 OF THIS CHAPTER, AND OTHER INFORMATION
TO CARRY OUT THE PROVISIONS OF SECS. 100 - 200 OF THIS CHAPTER AS MAY

BE PRESCRIBED BY THE DEPARTMENT]. The value of the fisheries products

taxed under AS 43.75.100 is the taxpayer's selling price of the products

including indirect considerations such as fuel or supplies furnished

by the purchaser or offsets to the cash value for gear furnished. The
return shall contain the license number of, and shall be signed by~
the taxpayer or his authorized agent, under penalty of perjury. If a

receiver, trustee, or assign is operating the property or business, he

shall make the return for the person. A tax due on the basis of such
return shall be collected in the same manner as if collected from the
person of whose business he has custody and control. The requirements

for time and place of payment of tax, and the obligation to keep
records and make the records available to the commissioner of revenue

-13- HB ?54
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Sec. 34. This Act takes effect immediately in accordance with AS

13
14

b

17

RRR B3 s

23
24
25
26
27
28
29

_19- HB 354

for



April 5, 1979

The Honorable Charles H. Parr
Chairman, Judiciary Committee
House of Representatives
Alaska State Legislature
Juneau, Alaska 99311

Re: House Bill No. 354
Dear Mr. Parr:

With regard to Section 30 of the referenced bill on which
your committee held a hearing last Friday, March 30, the
guestion arose as to how much fish was flown out of the
State of Alaska in a fresh condition, thus not being subject
to the Alaska fish processors tax. As | mentioned in the
meeting, the Commercial Fisheries Division of the Department
of Fish and Game does not maintain this specific information.
In discussing this with some of the staff members of Fish
and Game, however, it was their estimate that as high as

4.8 million pounds of salmon may have been flown out of the
State in a fresh condition durSAg 1978. At an approximate
value of $.93 per pound and assuming a tax rate of 1 percent
of value, this would mean that $.44,640 of revenue was lost
because we could not tax the transaction.

This procedure of flying fish out of the State in a fresh
condition escalated substantially during 1978 and the trend
is expected to continue.

If there is any further information 1 can provide you regarding
this bill, please feel free to contact me.

Very truly yours,

Gary L. Jenkins
Director
Audit Division

GLJ :mh
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Chairman
House Jud
Room 124,

DEPARTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL  / Pl?!\LflgEU KASLTA 5.5 E% ?L

April 9, 1979

'The Honorable Charles Parr

iciary Committee
Capitol Building

Juneau, AK 99811

Re: HB 354

Miscellaneous Amendments

to ReVenue Statutes
Our File: J-66-602-79

Dear Representative Parr:

You have requested an opinion concerning whether

815 of HB 354 relating to tax treatment of limited

entry

permit purchase-sale transactions can be made retroactive

generally,

active toeither January 1, 1976, or January 1, 1977.

and specifically whether it could be made

retro -

In

our opinion, the proposed amendment can be made retroactive

to January 1, 1977.

Section 1

sentence

AS 43.20.031(a) presently reads:

"A taxpayer who purchases an entry permit
under AS 16.43 in carrying on a trade or
business is entitled to a deduction of the
amount of the price paid during the tax
year as if it were allowable under & 162
of the Internal Revenue Code (26 USC
8162)."

5 of the proposed legislation adds the following

to subsection (h):



The Honorable Charles Parr April 9, 1979
Chairman, Hous? Judiciary Committee Page 2

The basis of the entry permit shall

be reduced by the amount of the de-

duction which the taxpayer is entitled

to claim under this subsection.

Subsection (h) was originally added to the state
income tax code by &8, Ch. 73, SLA 1977. Although its
effective date was May 29, 1977, it was made retroactive to
December 31, 1976. As of that date, wmm chasers of limited
entry permits would be entitled to deauct the purchase price
of the said permit. No corresponding change was made for
purposes of the determination of the capital gains upon
resale of the permit. Thus, a fisherman who purchased the
permit in 1977 for $20,000.00 would be able to take a
$20,000.00 deduction for that tax year, and assuming he
resold it in 1978 for $30,000.00, he would be liable for
capital gains only on the $10,000.00 increment. The sug-
gested amendment would require that fisherman to pay capital
gains on the entire $30,000.00 resale price.

The retroactive imposition of this change of tax
treatment would give rise to due process questions under the
state and federal constitutions. The leading case in this
area is the decision of the U. S. Supreme Court in Welch v.
Henry, 305 U.S. 134 (1938). That case involved a Wisconsin
statute, enacted on March 27, 1935, which imposed a tax on
corporate dividends received by taxpayers in 1933 at rates
different from those applicable in chat year to other types

of income tax and without deductions which were allowed in
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computing the tax on other income. The Supreme Court re-
jected both equal protection and due process challenges to
this Wisconsin tax law which involved a retroactive period
of some 2-1/4 years.

In discussing the due process challenge, the
Supreme Court noted retroactivity does not per se give rise
to any constitutional problems. The court indicated that
taxation is neither a penalty imposed on a taxpayer nor a
contractual liability. It is instead the apportioned cost
of the taxpayer's enjoyment of the privileges and benefits

»
conferred by the taxing authority.

Since no citizen enjoys immunity from that

burden, its retroactive imposition does not

necessarily infringe due process, and to
challenge the present tax it is not enough

to point out that the taxable event, the

receipt of income, antedated the statute.

305 U.S. at 147, 83 L.Ed. at 93.

Rather, the analysis was said to focus on the
voluntariness of the transaction and on whether the retro-
active clause was arbitrary or unduly oppressive in its
operation. The court distinguished earlier decisions deal-

ing with gift and inheritance taxes which, when retroac-

tively imposed, unfairly operated to alter the effects of a

transaction voluntarily concluded and essentially irrevocable.

The court observed that it was the established
legislative practice of Congress to tax retroactively income
and profits received the year of the session and sometimes

the year preceding the session. It should be noted that
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this is also the practice of the Alaska State Legislature,
both with regard to tax laws and other amendments.

We cannot say that the d"i process which
the Constitution exacts denies .
that opportunity [to retroactively reap-
portion the tax burden] to legislatures’;
that it withholds from them, more than
in the case of a prospective tax, autho-
rity to distribute the increased tax
burden in the light of experience and

in conformity with accepted notions of
equal protection; or that in view of
well established legislative practice,
both state and national, taxpayers can
justly assert surprise or complain of
arbitrary apportionment of tax burdens
to income at the first opportunity after
knowledge of the nature and the amount
of the income is available. 305 U.S.

at 149-150, 83 L.Ed. at 94-95.

The court went on to extend the "recent transactions" rule
discussed in Cooper v. United States, 280 U.S. 409, 74 L.Ed.
516 (1930) to cover the facts of the Wisconsin case.

The holding in Welch v. Henry was followed by the
California Supreme Court in Holmes v. McColgan, 110 P .2d 428
(Cal. 1941), which commented that the "constitutional
validity of such retroactive provisions is now too well
established to be questioned"™. 110 P.2d at 431. Therefore,
the general rule is that retroactive application of tax laws
w ill be upheld as long as they do not disturb vested rights
or impair obligations of contracts. Accord, Matter of
Cartridge Television, Inc., 535 F.2d 1388 (2nd Cir. 1976);
Shanahan v. United States, 447 F.2d 1082 (10th Cir. 1974);

Philadelphia Life Insurance Co. v. Commonwealth of Penn.,
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309 A .2d 811 (Pa. 1973); Wisconsin Dept, of Revenue v.

Dziubek, 173 N.W.2d 642 (Wis. 1970); Colonial Pipeline Co.
v. Commonwealth of Virginia, 145 S.E.2d 227 (Va. 1965); and
Mecham v. State Tax Commission, 410 P .2d 1008 (Utah 1966).

In our view, the holding in Welch v. Henry,
supra, is controlling and would permit the retroactive
amendment of AS 43.20.031 as proposed in the &15 of HB 354.
That section should be made retroactive to December 31,
1976, (rather than January 1, 1977) to make it more'exactly
coincide with the retroactive applicgation of the present
AS 43.20.031(h).

You further requested whether or not it would be
permissible to make this section apply retroactively to
January 1, 1976. Since subsection (h) was not in effect,
nor was it made retroactively applicable to the 1976 tax
year, such a retroactive application would be unnecessary.

Sincerely,

AVRUM M. GROSS
ATTORNEY GENERAL

By>

Jcrseph K. Donohue
Assistant Attorney General

JKD/Im



March 7, 1979

The Honorable Terry Gardiner
Speaker of the House

Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 11lI, sec. 18 of the Alaska
Constitution, I am transmitting a bill which- makes
several miscellaneous amendments to the taxation statutes
in AS 43.

Most of these amendments are of a very technical nature
and are for the most part, self-explanatory. Perhaps the
most significant aspect of this bill is the establishment
of uniform criminal penalties for all tax violations.
This is accomplished 1in sec. 4 of the bill which
transfers the criminal penalties from the income tax
provisions in AS 43.20 and adapts them to the broader
range of tax and licensing violations encompassed by the
entire title.

Another important part of this amendment is the
substantial 1increase in the criminal fines which can be
imposed on defendants found guilty of wilful violations
of the revenue statutes. These fines have been increased
from $5,000 to either $25,000 or $50,000 in the case of
felonies. The fines for the misdemeanor violations are
increased to $2,000 or $5,000 to reflect the department®s
judgment as to the relative seriousness of each type of
offense.

The 1increase in the criminal fines 1is thought to have a
greater deterrent value than an increase in the potential
term of 1imprisonment. It is felt that superior court
judges would be more likely to impose a heavy criminal
fine for tax fraud than they would be to 1impose
substantial terms of imprisonment. Unfortunately, this
latter reluctance 1is typical of trial court judges
throughout the nation involved in sentencing defendants
for tax fraud for white collar crimes in general.



The bill would also make two significant additions to the

provision which requires strict confidentiality of tax

returns and reports Tfiled under AS 43. AS 43.05.230(a)

would be amended to expressly make it unlawful for former

officers, employees, or agents of the state to divulge

any of the particulars set out on tax returns or reports.

In addition, a new subsection (g) would be added, which

would clarify the application of the provision to

information found on the face of licenses issued by the

department, such as business licenses, and fish process—
ing licenses. Since this information 1is also found on
reports and returns, this subsection would make it clear

that that information is in fact public information and
can be released by the Department of Revenue to any
interested party who might 1inquire as to the proper

licensure of a particular business or firm.

Section 6 of the bill would incorporate provisions
formerly contained in AS 43.20 to make it expressly
applicable to the liens recordation and filing procedures
under AS 43 as a whole.

Section 8 of the bill would transfer the review of
bonding and bond waiver applications to the Department of
Revenue from the Department of Law. In addition, AS
43.10.160(b) would be amended to allow waiver of the
bonding requirement when there 1is 'good cause”™ rather
than "undue hardship.” Good cause 1is a more appropriate
standard since it would more clearly authorize waiver 1in
the cases of dutiful and good faith taxpayers who have a
history of compliance with the state tax and revenue

laws. These taxpayers frequently could not meet the
undue hardship standard if literally and strictly
construed. The Department of Revenue 1is required to

adopt regulations defining good cause for the purposes of
the bond waiver applications.

Section 9 of the bill would amend the tax tables
contained 1in AS 43.20.011(c). This change would correct
a series of translation errors (from the federal tables)
ieffected in the previous version. It would have the
indirect effect of decreasing tax liability in the lower
income tax brackets and increasing tax liability of those
in the higher 1income tax brackets and subject to that
provision as head of household.

The bill would also amend AS 43.20.031(h) which presently
allows fishermen a deduction for the purchase price of a
limited entry pernmit. That section would be changed to
make it clear that the taxpayer would not be given the
double benefit of both a deduction and an increase 1in the
basis of that asset.



AS 43.20.071 would be amended by sec. 23, to clarify the
apportionment rules pertaining to water transportation
carriers, and expand the application of that section to
transportation carriers other than water transportation
carriers. These latter were previously treated under the
standard three-factor apportionment formula.

AS 43.20.170(b) would be modified to reflect that the
State of Alaska incorporates sec. 3402 of the Internal
Revenue Code of 1954 in its entirety with the exceptions
of subsecs, m and n and other sections referring to those

sections. Those sections provide that taxpayers may,
under certain circumstances, Tfile excess exemptions on
the Dbasis of 1itemized deductions. The Department of

Revenue has concluded that this device has been abused by
taxpayers who wish to wilfully or fraudulently evade the
tax. This was especially true during the pipeline con—
struction years when high-income taxpayers would claim an
inordinate number of exemptions 1in order to maximize
their paycheck, while at the same time intending to" leave
the state 1in the near future and to avoid paying proper
Alaska state income taxes.

Finally, another <change which 1is of some note 1is the
reduction 1in the vredemption period for vreal property
distrained by the Department of Revenue pursuant to AS
43.20.270(F). That redemption period has been reduced
from two years to 120 days.

Sincerely,

S/ S/S

Jay S. Hammond
Governor
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JAY S. HAMMOND, GOVERNOR

DEPARTMENT OF REVEINTE
CHED FEOHSODIR ~ / FXES- IR LTI

January 30, 1980

The Honorable Alvin Osterback
Chairman

House Resources Conmittee
Room 116, Capitol Building
Juneau, Alaska 99811

Dear Mr. Osterback:
Re: House Bill No. *346* ? m

House Bill No. 364, an Act relating to state energy policy, was introduced
in the House on March 8, 1979 and was referred to the House Resources
and Judiciary Committees.

On January 28, 1980 a Fiscal Note prepared by Gary Jenkins, Director,
Audit Division, Department of Revenue disclosing costs of administration
was transmitted to the Resources Committee.

Enclosed is a further Fiscal Note prepared by Barbara Sorensen, Research
Section, Department of Revenue concerning revenue losses from the
propoced legislation.

Sincerely,

R. D. Stevenson
Special Assistant

CC: The Honorable Charles H. Parr
Chairman
Judiciary Committfe

Joseph K. Donohue
Deputy Ccrrmissioner
Department of Revenue

Gary Jenkins, Director
Audit Division
Department of Revenue

Vincent D. Wright
Research Section
Department of Revenue



rv.yx'a

THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

HSCAL NOTE.
REQUEST
Bill/Resolution No. HR
Title Act Relating to Pcate Energy Policy
Requested by_ Date

FISCAL DETAIL

Agency Affected _

Program Category Affectcd_

BRU, Program, or Subprogram(s) Affected,

(Note: If more than one oudget 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 FYy 83 FY 84 FY 85

oo PERSONAL SERVICES
?no TRAVEL
t00 COMMODITIES
400 |
<500 EOQOUIPMF.NT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND -$h?5,nnn[-$525,000 -$550,000 -$580.00C -$600,000 -$6ito.000.

FEDERAL FUNDS
OTHER (Specify Fund Source)

FU

POSITIONS

LL TIME

PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section 1II)

The bil] proposes to adopt immediately by reference the Federal Residential
Energy Credit (Sect. MiC JRC.) It makes the credit applicable to tax
years beginning after December 31, 1978.

The bill also proposes to repeal the State residential fuel conservation
credit.

The above estimates are based on information obtained from the 1977 and
1970 State personal income tax returns, and are likely to be high. The
existing State credit appears to cover essentially the same types of
expenditures but fails to differentiate for credit purposes between

IV. DATE / PREPARED BY ?3( SC
AGENCY T jctal-l.

Original: Legislative Finance PHONE DX

ce: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)
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Hain?s is the one really peaceful place, where life is not ahassell. |
believe, being a 3rd* class borough has a lot to do with this.

I really hone we won't be forced to cone with the problems & pressures of-;
2nd. class borough.

We really need to preserve more -of our fertile soil for agriculture. Much
hns already been burried under blacktopoing, housing St shopping centers. Our
nation will indeed starve, if we don't put a damper on this. What good are houj
S markets, if there is not food to support life. Crazy, isn't it?

We now realize, a nation is only as strong as it's ability to produce S ute
ize it's food resources.

We are responsible for our actions S our Gvt. policies, which in tum effec

the entire world. We are in a big enough mess, so let us not make matters worse
by forcing our community to become a 2nd. class, instead of the present 3rd. cle
borough?

Please vote HO on house Bill ,'5>3U.



Mrs. Grace Steeves
Gen. Eel.
Haines, Aka. >$%$027

Feb. 23, 1>30
Ren. Bill Parker

Pouch V
Juneau, Aka. y93ll

Dear Ren. 3ill Parker,
We feel that if House Bill 53Upasses, this would be a detriment toour Ilif-
here in Haines. Ve do not find any benefits to being a second c¢class Borough. W

treasure our way of life here, as a third class Borough.

It is heartbreaking to see how rnucn of our country is black-toooed. .Theny
fly low in a small plane, you see what is haooening to our beautiful country. 1
hate it with a numle-passioni

Please vote No on House Bill 53ii.

Yours Sincerely,



WM

ANALYSIS (Continued)

energy conservation expenditures and renewable energy source expenditures
as does the Federal credit. Because we lack detailed information as to
the types of expenditures for which the State credits were claimed, we
assumed that 10 percent of those expenditures for which the maximum
credit would be claimed under the existing State credit represent expendi-
tures for renewable energy sources as indicated by Federal law.
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DEPARTMENT OF REVENUE j

OFFICE OF THE COm SSIOm j POUCH S - WHEW SSSII

January 28, 1980

The Honorable Alvin Osterback
Chairman

House Resources Committee
Room 116, Capitol Building
Juneau, Alaska 99311

Dear Mr. Osterback:
Re: House Bill No. 367
House Bill No. 36b, an Act relating to state energy policy, was introduced

in the House on March 8, 1979 and was referred to the House Resources
and Judiciary Committees.

For the consideration of the House Resources Committee, | am enclosing a
copy of a Fiscal Note prepared by Gary Jenkins, Director, Audit Division,
Department of Revenue concerning the proposed legislation.

Sincerely,

R. D Stevenson
Special Assistant

cc: The...Honorable Charles H. Parr

House Judiciary .Committee

Joseph K. Donohue
Deputy Commissioner
Department of Revenue

Gary Jenkins, Director
Audit Division
Department of Revenue
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AGENCY

POSITION TITLE
Tax Examiner |

TYPE OF POSITION STAFF MONTHS RP No.

pft J
TYPE OF EXPENDITlURE
PERSONAL SERVICES:
SALARY
BENEFITS
FICA
HEALTH INS.

TOTAL PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT
OTHER
TOTAL COST

Defartment of

17,004
2,528
1,131
1,524

Revenue

13

REQUEST FOR NEW

POSITION,

0L 11 3 (Riiv

PCN No.

AMOUNT

22,187
_ 3.160
t 1960

m6..997

program area

BRU

COMPONENT

RANGE/STEP 3ARG. UNIT. LOCATION
10 A G > GOV.
PRIORITY FORM 12 PAGE/LINE

LEG

JUSTIFICATION:

This position will be required to process
the several thousand amended returns which
we would receive 1f House Bill 364 continues
to be retroactive to tax years beginning
after December 31, 1978.

Revenue Collection and Management

Audit Division

FY 8

d REVISED
DATE



from:

R. D. ?teven_son January 18, 1980
Bpema Assistant |
epartment ot Revenue FILE NO:
TELEPHONE NO:
Gary L. subject: House Bill No. 364
Director
Audit Di

In addition to making some changes in the law pertaining to

the State energy policy, this bill would change the credit
provided title 43, ch. 20 for energy conservation expenditures.
The bill specifically proposes to repeal the Alaska residential
fuel conservation credit and allow a taxpayer to take the credit
provided by Internal Revenue Code Sec. 44C(a)(1l). Since

changes of this nature tend to confuse the average taxpayer,

it would seem more logical for the bill merely to increase the
amount of credit available to taxpayers under our current law
than it would be to repeal our statute and substitute the federal
statute. The Legislature originally made the policy decision
that they did not want to follow the federal provision but

that they wanted to establish their own body of lav/ relating

to the establishment of this credit and what the amount of the
credit should be.

In Section 5 of the bill, it also provides for this change 1in
the credit to be retroactive to tax years beginning after
December 31, 1978. IT the retroactive provision 1s retained 1in

the bill, 1 strongly urge that it be modified to December 31, 1979.

IT it is not modified there will be substantial administrative
costs because of all the amended returns that would have to be
filed for tax year 1979. The attached Fiscal Note reflects those
administrative costs.

Attachment






COMMITTEE REPORT

FURTHER JUDICIARY

March 10, 1979

The Committee on COMMERCE

An Act regulating layaway sales

under consideration and (a majority of the committee) (the committee)
reports 1t back with the following recommendations:

do pass [ 1 do not pass

[ 1 do pass with attached amendments(s)

\ i p n/\ 173 same t
replace with CS for /y-Q /0 new ti

=+ -
——
D -

and recommends JyU ALa

reports it back without recommendation

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
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HOUSE
FURTHER
April 24, 1979 Date:
Mr. Speaker:
The Committee on ~J.UHI.CIARY- has had HB 375

"An Act relating to costs of attorney services provided to indigents
charged with violations of municipal ordinances."”

under consideration and i[a majority of the committee) (the committee)
reports it back with the following recommendations:

[ ] do pass [ ] do not pass
[ ] do pass with attached amendments(s)

[ 1 same title
[ ] replace with CS for [ 1 new title

and recommends

[ ] AND attaches a "Letter of Intent” [ 1 New Fiscal Note

[ ] reports it back without recommendation

[ 1 referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHATRMAN

H 60 (Rev. 12/78)



COMMITTEE REPORT
HOUSE

FURTHER: JUDICIARY

Date: _A A.vl 22

March 12, 1979

Mr. Speaker:

The Committee on CocRA has had HB 375

"An Act relating to costs of attorney services provided to

indigents
charged with violations of nunicipal ordinances."

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

do pass [ 1 do not pass

[ 1 do pass with attached amendments(s)

[ ] same title
[ 1 replace with CS for [ 1 new title

and recommends

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

A
reports it back with-e*t recommendation

referred to the Commi ttee

MEMBERS SIGNING

MEMBERS HAVING
DO P/ASS //

OTHER RECOMMENDATIONS

H 60 (Rev. 12/78)



March 12, 1979

The Honorable Terry Gardiner
Speaker of thz House

Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, | am transmitting a bill transferring to
municipalities the cost of providing defense counsel to
indigents charged with violation, of municipal ordinances.

In the past, the cost of judicial services, including the
cost of defending indigent defendants, was borne by the
municipality which filed the charges against the person
under municipal ordinance. Because it was difficult, if
not impossible, for the court system to precisely
apportion the cost of judicial services, legislation was
passed in 1976 amending AS 22.15.270 to have the state
bear those costs. However, the transfer of responsibility
for providing defense counsel for indigents charged with
violations of municipal ordinances has imposed a
substantial burden on the Public Defender Agency. These
defense costs, unlike normal court operating costs, are
easily identifiable. This bill would transfer back to
the municipality bringing the charge against the indigent
the responsibility for paying those costs, and thus more
fairly allocate the costs to the user of the services.

Sincerely,
S /T fjl

Jay S. Hammond
Governor
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IlI. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Since July 1, 1976 the Public Defender Agency has been charged with the defense of
indigents” charged with violations of municipal ordinances. Out of necessity, the agency
has assumed this obligation using exmtmg personnel and resources. For FY 79 two
additional positions wore authorized in Ill' 909; one Attorney Il for 6 months and

one Legal Secretary for 7 months. o
Transferring the responsibility for |nd|gPent defense to the municipalities is not

expected to reduce tiro case load of the Public Defender Agency, as it is assumed
the municipalities would continue to contract with this agency for such services.

Any such receipts would be deposited in the general fund,

March 5, 1979 Janet Green
N DA‘TE 'WDBY [ITieo of the'Governor

Original: Legislative Finance P1IONE465-3M5

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

33-001 (Rev. 12/78)
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I. REQUEST
Bill/Resolution No. UB 375
Title An Act relating to costs of attorney services provided to indigents
Requested bv Governor Date 3/12/79
Title (cont ): charged with V|olat|ons of municipal ordinances.

[
II. FISCAL DETAIL
Agency Affected Dept, of Administration

Program Category Affected Administration of Justice
Budget Request Unil(s) Affected Public Defender Agency

EXPENDITURES  (Thousands of Dollars)

FY 79 FY BO Fy m FY 112 FY..83 FY n*

JOO PERSONAL SERVICES 33.1 63.7 (63.7)
200 TRAVEL

200 . CONTRACTUAL »

400 COMMODITIES ]

500 EQUIPMENT !

600 LAND & STRUCTURES

700  GRANTS. CLAIMS. ETC.

b TOTAL 33.1 63.7 (63.7)

FUNDING  (Thousands of Dollars)

GENERAL FUND 33.1 63.7 (63.7)
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME 2 2 i 0
PART TIME .
TEMPORARY

(

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

Since July 1, 1976, the Public Defender Agency has been charged with the
defense of i°ndigents charged with violations of municipal ordinances. Out
of necessity, the Agency has assumed this obligation using existing
personnel and resources. In FY 79 two additional positions were authorized
in HB 909, an Attorney I1Il and a Legal Secretary 1. IT this bill, returning
the financial obligation for indigent defense back to the municipalities,
should pass these two positions would be eliminated by a Budget Amendment

at a savings of $63,715.

Iv. DATE Jan. 29, 1980 PREPARED BY Brian Shorten, Public Dpfpndpr
AGENCY mPublic Defender Agency

Original: Legislative Finance ;TIONE 279-7541-——-————-—-

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001  (Rev. 10/7B)



March 12, 1979

The Honorable Terry Gardiner
Speaker of the House

Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 1Il1l, sec. 18, of the Alaska
Constitution, I am transmitting a bill transferring to
municipalities the cost of providing defense counsel to
indigents charged with violation of municipal ordinances.

In the past, the cost of judicial services, including the
co?J. of defending indigent defendants, was borne by the
municipality which filed the charges against the person
under municipal ordinance. Because it was difficult, 1if
not impossible, for the® court system to precisely
apportion the cost of judicial services, legislation was
passed in 1976 amending AS 22.15.270 to have the state
bear those costs. However, the transfer of responsibility
for providing defense counsel for indigents charged with
violations of municipal ordinances has imposed a

substantial burden on the Public Defender Agency. These
defense costs, unlike normal court op rating costs, are
easily 1identifiable. This bill would transfer back to

the municipality bringing the charge against the indigent
the responsibility for paying those costs, and thus more
fairly allocate the costs to the user of the services.

Sincerely,

Hammond
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Introduced: 3/12/79
Referred: Community & Regional
Affairs and Judiciary

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

HOUSE BILL NO. 375
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to costs of attorney services pro-
vided to indigents charged with violations of munici-
pal ordinances."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.85.100 is amended by adding a new subsection to
read:
(c) The attorney services provided under this chapter to an
indigent person charged with violation of a municipal ordinance must

be provided at the expense of the municipality,

-1- HB 375
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9) COMMITTEE REPORTsaw

HOUSE
4/1/80

FURTHER:

Date:
Mr. Speaker:

The Committee on JUDICIARY has had HB 389

"An Act relating to state regulation of fireworks; and providing
for an effective date."

under consideration and (a majority of the committee) (the committee)

reporjts it back with the following recommendations:

[ ] same title

[ N do pass [ 1 do not pass
[ i do pass with attached amendments(s)
[ ] replace with CS for f J new title

and recommends

[ ] AND attaches a "Letter of Intent” [ 1 New Fiscal Note
[ i reports it back without recommendation

[ i referred to the Committee
MEK3ERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
C'vUM ¢ YW La> 1>ca

(SAMi  h'TtisiL

A=J?. i

H 60 (Rev. 12/78)
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W Till; LEGISLATURE 01; THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL .NOTE

B, o
(U State Tegutatom ot firewoTks ——— —
e " D20

II.  FISCAL
Se(r“;c A%Ecte Public Sa[) tg
P ra Cate or¥Aected Ifl PrOIecuon -

[ s) Affected e Safet

Note I? 9noret an ori %%éﬁﬂ com;t)onent 1S a#ected Separate fime=Ttem armoumts and fOming for each
component In the analysis section. )

EXPENDITURES  (Thousands of Dollars)

FY 2 FY 84
PERSONAL SERVICES B e e

1 ]

m  GRANTS. CLAI MS ETC ?.
TOTAL

FUNDING  (Thousands of Dollars)

e R 0 @ e |

OTHER (Specify Fund Source)

T "

POSITIONS
F LL'I_'|J||\/|E
PART TIM-
TEMPORARY

11 ANALYSIS (Sec Fiscal Note Preparation Instructions, Section I11)

No significant impact as far as our program. The average yearly license fees
(wholesalers) collected would be reduc. 1 from $2500. to $500.

ﬁﬁE Clarf rousc, Deputy. Director

IV: _DATE 1A A%FED DDR%Slon oﬂglre Pre\F/)enytlon Departmen% of Publi
Original: ~ Legislative, Finance PHONE Safety

CC: budget and Management

Prime Sponsor (First Legislator Named)



DISTRIBUTING CO./ Inc. P.o.box 258 mm TACOMA, WASHINGTON bb4oi
DISTRIBUTORS O F  OHle« loc.ied Vi mile north of Puyellup River Bridge on Old Sectile-T«ome Highw.y

RED DEVIL
FIREWORKS

September 30, 1969

Mr. Jim Norene
717 Erwin Street
Anchorage g Alaska X

Dear Jim:

I appreciated the time you gave me when 1 was 1in
your area several weeks- ago. When 1 arrived 1in
Juneau, | discussed the fireworks bill with Mr.
Andre Schalk, the Assistant State Fire Marshal. He
was quite disturbed about this fireworks law and 1is
lookirg forward to a change in the law to make it
easier for his department to operate.

The attorney we spoke of in Seattle, is Mr. De Witt
Williams, Attorney-at-Law, Washington Building, Seattle,”

Washington. We are checking on the insurance possibilities
for you to see what expenses will be incurred.

Thanks again, Jim. I really enjoyed my visit to Alaska.

Best regards,

ZEBRA DISTRIBUTING COMPANY, INC.

Bernard L. Crowell
Vice-President

BLC/pm



a Jitale “lejtsiatare

House of Representatives

Committee on State Affairs Poach V
.. . State Capitol
Official Business Vay 9, 1078 Juneau, AIasEa 09£11

Mr. James E. Norene
717 Ilrwin Street
Anchorage, Alaska 99504

Dear Jim:
e
Enclosed please find a memorandum 1 have sent to Senator "Brad"
Bradley, Chairman of the Senate Commerce Committee where HB-546 now

resides. You will also find a copy of the bill analysis and the
Letter of Intent.

So far it looks good, but I will keep you informed as to the
progress of the bill.

Sincerely,

t/fa" BOB BRADLEY
Chairman
House State Affairs Committee

BB/ch

Enclosure(s)



DURING SESSION
Alaska Istalp Syretp 0UCH v
JUNEAU ALASKA 9SSII JUNEAU. ALASKA 9»Slt
[
May 8, 1978

Mr. James Noreen
717 lrwin
Anchorage, Alaska

Dear Jim:

Just wanted to drop you a note to let you know that I
enjoyed talking with you.

In view of yoiO* interest, | wanted to enclose a copy of
Committee Substitute for House Bill 546, which has been
referred to the Senate Commerce Committee Tfor Tfurther
cons ideration.

11l speak with Chairman Bradley about the bill, and am
glad to have the benefit of your views on the legislation.

IT there are any other legislative proposals of concern to
you, Jim, please feel free to let me Kknow.

Kindest regards

PR/ks Patrick Rodey



LAW OF FICCS

BOYK.O ano VALTON

COCAR PAUL BOYKO 330 "L" STREET Telephone
BOTEdl B MALTON ANCHORAGE. ALASKA 99501 21772671

STEPHEN C. COWPER
ROBERT H. WAGSTAFF
May 13, 1970

Honorable Brad Phillips
President, Alaska State Senate
Pouch V

Juneau, Alaska 99801

Dear Brad:

I have your secretary®"s note of April 21, 1970.requesting my
comments on th”5 memo from Greg Machyowsky of the legislative
affairs agency with respect to the fireworks insurance require—
ments of AS18.72.020(a)(1).

I agree with what he says, but feel that the matter has to be
resolved by the legislature, since the final outcome of the
litigation 1is still in doubt and in any event will not be
ascertained prior to the 1970 fireworks season.

Accordingly, 1 have prepared a proposed amendment to the statute
which would be acceptable to the local industry. I note, that
the Governor®s office is reported to be interested in consider—
ing introduction of an appropriate measure. Perhaps you could
sell this to them, bearing in mind that our friend Hank Pratt
has a conflict of interest as does our other good friend Senator
Joe Josephson (who is the attorney of record for the outside
fireworks company which was named as a defendant in the pending
law suit).

For your convenience | am also enclosing a copy of Machyowsky"s
memorandum, so that YON won"t have to hunt for it.

Your response to the foregoing will be sincerely appreciated.

Cordially,

Edgar Paul Boyko
EPB:ss
CC: Mr. James Norene
Mr. Joseph Bagwill

end



NlTassim Jiiaie ‘A|egXSkdUte

House of Representatives

[
Committee on State Affairs Pouch v
.. . State CaEIt0|
Official Business Juneau, Alaska 99811
MEMORANTDUM May 5, 1978
SUBJECT: CSHB 546
TO: Senator W. E. "Brad" Bradley, Chairman

Senate Commerce Committee

FROM: Representative Bob Bradley, Chairma:
House State Affairs Committee

I would appreciate it if you would schedule this bill as soon
as possible. It is an innocuous bill that benefits two people,
one in Sitka and a constituent of yours and mine - Jim Norene.

In reading the bill analysis (attached) you will find that it
is simply correcting a "wrong." There is no controversy here.
The person in the Administration who 1is familiar with the sub-—
ject is Dick Block, Director, Division of Insurance, Department
of Commerce & Economic Development.



Official Business \]Ui>esu, A|aS

(Al aska Jiiaie

House of Representatives

Committee on State Affairs Pouch V/
State CaEItO|
a 99811

BILL analysis

HB 546

The main thrust of the bill amounts to the following changes:

A. Elimination of the requirement that the state and all
governmental subdivisions of the state be named as
insured parties on the person®s insurance policy.

B. Deletion as a prerequisite to selling salable fireworks
the acquisition of product liability 1insurance.

Through research and testimony from the Administration, the
Committee came to the following conclusions:

1. That these insurance requirements do in fact discriminate
in favor of large out of state fireworks companies. The
little instate guys cannot get insurance even from Lloyd"s
of London because of the statutory requirements. (Exhibit A)

2. No clearly justified benefits - either to the state or
a possible injured party - exist with the inclusion of
these provisions.

3. These items were enacted into the statutes back in 68 or 69,
allegedly in response to lobbying by a large fireworks outfit.
No evidence arose to the contrary.

The secondary changes in the bill are:

A. Reduction of the permit fee from $500 to $100.

B. Reduction of required public liability insurance for bodily
injury from $300,000 to $200, .,00 (committee substitute).
The draft of the original bill dropped it to $100,000.

C. Reduction of required public liability insurance for property
damage from $100,000 to $50,000.

This is the only difference between the original bill and the CS.

NOTE: The Administration testified that there have (so far) been no
damages or injuries in this state due to fireworks.



a Jitais
House of Representatives

Committee on State Affairs Pouch V

. . State Capitol
Official B'csiness Juneau, AIasEa 99811

LETTER OF INTENT
April 13, 1978

The Honorable Hugh Malone
Speaker of the House

RE: ¢S for HB 546
Dear Mr-. Speaker, =

The Committee on State Affairs has had HB 546 under con—
sideration and recommends that it be replaced with CS for e
HB 546.

The major thrust of the bill amounts to the following
changes in the fireworks laws:

A. Elimination of the requirement that the state and *
all governmental subdivisions of the state be named
as insured parties on the person®s insurance policy.

B. Deletion as a prerequisite to selling salable fireworks
the acquisition of product liability insurance.

Through research and testimony from the Administration, the
Committee came to the following conclusions:

1. That such insurance requirements do in fact discrimi-
.nate in favor of large out of state fireworks companies.
The little instate guys cannot get insurance even from
Lloyd®"s of London because of the statutory requirements.

2. No clearly justified benefits - either to the state or
a possible injured party - exist with the inclusion of
these provisions..

Sincerely, N

f /!

/Rep. Bob Bradley, Chairman
House State Affairs®™ Committee

B3: jn
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James E: Norene
717 lrwin St.
Anchorage, Ak. 99504

Mr. Randy Phillip”

House of Representatives
Pouch Y

Juneau, Alaska 99801

Dear Mr. Phillips:

As you know, I have handled firewdrk sales for over thirty
years in Alaska, and am still supplementing my pension with
firework sales.

In 1969, a bill was passed in the legislature (S.B. 302 am,
Chapter 116 amended to add a new Chapter 72, State regulation
of fireworks). The bill was introduced by Ace Fireworks Co.
of Seattle, to gain a monopoly in the State of Alaska, as the
insurance requirements were such that it was impossible to

obtain the policy even through Lloyds of London. Even Ace
Fireworks Company®s insurance company refused me a policy.
The case was taken to court, | was able to get an injunction

through the courts, including the State Supreme Court, which
eliminated the insurance clause, and | was able to stay 1in
business.

Now, I have just learned that in 1972, | was supposed to
appear in court within 60 days to substitute the State of
Alaska as party defendant in place of the individual defend—
ants originally named, and failing to do so the case would

be dismissed. I was never notified nor issued a subpoena

and only learned of the action as of yesterday through the
State Fire Marshal®s office in Anchorage. Once again, 1 am
denied a State fireworks license while the large companies 1in
Seattle, Tacoma, and Denver can monopolize the State of Alaska
because the State law prohibits the small companies in Alaska
from obtaining insurance as called for in the Act.

I know that it is almost sine die, 1in legislature, but with
your cooperation and other members of both houses | feel sure
that the amendment that | am submitting can be pushed through
before adjournment. I am not trying to eliminate other fire—
work companies, only amend the Act so Alaska businessmen can
stay in business and not be subjected to monopolies. I am
including a copy of a bill and memorandum from the Legisla—
tive Affairs Agency which was sent to Brad Phillips in 1970
and never introduced or passed, which would have eliminated
the problem. I would appreciate your consideration and help,
as the present Act is discriminatory to Alaskans.



am sending this request at such a late date,

I*m sorry that |1
it only came to my attention yes—

but as | mentioned before,
terday .

It is imperative that action be taken. Our orders were
placed in January, and it will create an economic disaster

if not corrected before July 1st.

Sincerely yours,

fy James E. Norene
Former Legislator



