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EXECUTIVE SUMMARY

The p u r p o s e  o f  t h i s  s t u d y  was t o  d e v e l o p  a model  a l l o w i n g  us t o  e v a l u a t e  
t h e  re v e n u e  p o t e n t i a l  and b u r d e n  o f  I n d i v i d u a l  Income t a x  p r o p o s a l s  p r e s e n t e d  
by L e g i s l a t i v e  and E x e c u t i v e  p o l i c y  m a k e r s .  We have  p r e s e n t e d  t h r e e  
a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  I l l u s t r a t i v e  p u r p o s e s ,  and 1n no way 
w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  t h i s  D e p a r t m e n t  o r  s e c t i o n .  The v a l u e  
o f  t h e s e  a l t e r n a t i v e s  1s c o m p a r a t i v e .  I l l u s t r a t i n g  th e  way d i f f e r e n t  
s t r u c t u r a l  e l e m e n t s  1n a t a x  can be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  
show w h a t  s c o p e  o f  I n f o r m a t i o n  1 t  i s  p o s s i b l e  t o  g e n e r a t e  1n r e s p o n s e  t o  a 
p r o p o s a l .  We have  e v a l u a t e d  t h e  a d v a n t a g e s  and d i s a d v a n t a g e s ,  as w e l l  as 
p r e l i m i n a r y  e s t i m a t e s  o f  f i s c a l  I m p a c t ,  f o r  each  o f  o u r  t h r e e  I l l u s t r a t i v e  
I n d i v i d u a l  Income t a x  a l t e r n a t i v e s  1n o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  
c o u l d  be a s k e d  a b o u t  v a r i o u s  p r o p o s a l s .

I t  s h o u l d  be n o te d  a t  t h e  o u t s e t ,  t h a t  1 t  w i l l  be p r a c t i c a l l y  I m p o s s i b l e  
t o  r e p l a c e  p e t r o l e u m  r e v e n u e s  w i t h  t a x e s  on I n d i v i d u a l s  o r  o t h e r  I n d u s t r i a l  
s e c t o r s  g i v e n  t h e  p r e s e n t  s t r u c t u r e  o f  t h e  A l a s k a n  economy.  I n  f i s c a l  y e a r  
1984 t h e  g r o s s  w e l l h e a d  v a l u e  o f  N o r t h  S lo p e  o i l  p r o d u c t i o n  was a p p r o x i m a t e l y  
$ 1 0 . 6  b 1 111 o n ( 2 ) w h i l e  t h e  e s t i m a t e d  g r o s s  p r o d u c t i o n  o f  a l l  o t h e r  
n o n g o v e r n m e n t a l  I n d u s t r i a l  s e c t o r s  was o n l y  $ 8 . 7  b i l l i o n  and t o t a l  d i s p o s a b l e  
p e r s o n a l  in c o m e  was $ 6 . 8  b i l l i o n .  I n  a d d i t i o n ,  o i l  p r o d u c t i o n  has been a h i g h  
p r o f i t  s e c t o r  and t h u s  s u p p o r t e d  much h i g h e r  . l e v e l s  o f  t a x a t i o n  t h a n  o t h e r  
more m a r g i n a l  I n d u s t r i a l  s e c t o r s .  A l s o ,  many o t h e r  I n d u s t r i e s  a r e  c u r r e n t l y  
s u p p o r t e d ,  d i r e c t l y  and I n d i r e c t l y  t h r o u g h  s t a t e  g o v e r n m e n t ,  s p e n d i n g  o f  o i l  
r e v e n u e s .

I n  a s t u d y  o f  t h e  t a x  c a p a c i t y  o f  t h e  50 s t a t e s ,  t h e  A d v i s o r y  Com miss ion  
on I n t e r g o v e r n m e n t a l  R e l a t i o n s  c o n c l u d e s  t h a t  A l a s k a  has a r e l a t i v e l y  l o w  t a x  
e f f o r t  I n d e x  ( h i g h  a d d i t i o n a l  t a x  c a p a c i t y )  f o r  t h r e e  t a x  t y p e s ,  p e r s o n a l  
Income t a x ,  g e n e r a l  s a l e s  t a x ,  and e s t a t e  and g i f t  t a x .

Tax

S t a t e - L o c a l  Tax 
C o l l e c t i o n s  as % 
o f  U .S .  T o t a l

A l a s k a  E f f o r t  
I n d e x  1982

G e n e r a l  S a l e s  
S e l e c t e d  S a l e s  
L i c e n s e  Taxes  
I n d i v i d u a l  Income 
C o r p o r a t e  Income 
P r o p e r t y  
E s t a t e  and G i f t  
S e v e r a n c e

23.5% 
11-7% 

3 . 5  */. 
19.7*/. 

5.6% 
31.8% 

.9% 
3 . 4%

29.1
102.0
118.0

.7

95.0

105.0

22.9

278.8



I t  s h o u l d  be n o te d  t h a t  t h e  t h r e e  t a x  a l t e r n a t i v e s  exam ined  a r e  re v e n u e
n e u t r a l  1n n a t u r e  f o r  t h e  f i r s t  y e a r  o n l y  ( 1 9 8 8 ) ,  1 .  e .  t h e y  w e re  d e s i g n e d  t o  
g e n e r a t e  a p p r o x i m a t e l y  t h e  same amount  o f  r e v e n u e .  F o r  each s u c c e e d i n g  y e a r ,  
t h e y  a r e  n o t  n e c e s s a r i l y  re v e n u e  n e u t r a l .  What  1s I m p o r t a n t  1s t o  f o c u s  on 
d i f f e r e n c e s  1n I n c l u s i o n s ,  e x c l u s i o n s ,  d e d u c t i o n s ,  and e x e m p t io n s  as t h e y  
a f f e c t  d i f f e r i n g  Income g r o u p s .  . ,«

The f i g u r e  b e lo w  compares t h e  p r o g r e s s i v i t y  o f  t h e  e f f e c t i v e  t a x  r a t e s  o f
t h e  t h r e e  t a x  a l t e r n a t i v e s .  The l o w e s t  l i n e  1s t h e  m os t  p r o g r e s s i v e ,  w h i l e
t h e  s t r a i g h t  l i n e  I n d i c a t e s  wha l '  a s t r i c t l y  p r o p o r t i o n a l  t a x  w i t h  no
e x e m p t io n s  w o u ld  l o o k  l i k e .  A r e g r e s s i v e  t a x  s t r u c t u r e  w o u ld  H e  above th e  
p r o p o r t i o n a l  l i n e  o v e r  a t  l e a s t  some a r e a .  The m o s t  p r o g r e s s i v e  a l t e r n a t i v e  
examined h e r e  1s t h e  p r o g r e s s i v e  r a t e  •• a l t e r n a t i v e  ( o n e ) ,  and t h e  l e a s t  
p r o g r e s s i v e  1s t h e  f l a t  r a t e  a l t e r n a t i v e  ( t h r e e ) .

P R O G R E S S I V I T Y  M E A S U R E S

CUMULATIVE *  OF AGI 
Q AGI + ALT I o ALT2 A ALTS

A l t e r n a t i v e  1 :  Re1mpos1t1on o f  o l d  A l a s k a  t a x  r a t e s  t o  new F e d e r a l  t a x a b l e
Incom e.

A l t e r n a t i v e  2 :  A d o p t i o n  o f  two b r a c k e t s  and r a t e s  a p p l i e d  t o  new F e d e r a l
t a x a b l e  Incom e.

A l t e r n a t i v e  3 :  F l a t  r a t e  t a x  a p p l i e d  t o  new F e d e r a l  a d j u s t e d  g r o s s  Income
w i t h  h i g h  p e r s o n a l  e x e m p t i o n .

On t h e  page f o l l o w i n g ,  we p r e s e n t  a t a b l e  t h a t  compares t h e  t h r e e  
a l t e r n a t i v e s  we l o o k e d  a t  f o r  t h e  y e a r  1988 ,  s h o w in g  th e  e f f e c t i v e  t a x  r a t e s  
f o r  each Income g ro u p  and each a l t e r n a t i v e .  The t a b l e  a l s o  r e v e a l s  t h e  a c t u a l  
p e r c e n t a g e  p a i d  by Income g r o u p s  as a r e s u l t  o f  t h e  t r a n s f e r  f r o m  t h e  F e d e r a l  
t o  t h e  S t a t e  p o c k e t ,  1. e .  I t e m i z a t i o n  o f  d e d u c t i o n s  a l l o w s  t h e  t a x p a y e r  t o  
d e d u c t  s t a t e  Income t a x e s  f r o m  F e d e r a l  Income t a x e s ,  and t h e r e b y  I n f u s e s  new 
money I n t o  t h e  S t a t e ' s  economy by t r a n s f e r r i n g  f u n d s  t h a t  w o u ld  have  gone t o  
t h e  r e d e r a .  g o v e r n m e n t  t o  t h e  S t a t e  g o v e r n m e n t .
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INTRODUCTION AND PURPOSE OF STUDY

C u r r e n t  re v e n u e  p r o j e c t i o n s  f o r  f i s c a l  y e a r s  1988 t h r o u g h  1992 
I n d i c a t e  t h a t  re v e n u e s  g e n e r a t e d  by p e t r o l e u m  r e l a t e d  a c t i v i t i e s  (011 and 
Gas C o r p o r a t e  Ne t  Income T a x ,  011 and Gas P r o p e r t y  T a x ,  011 and Gas 
S ev e ra n c e  Tax and 011 and Gas R o y a l t i e s )  w i l l  c o m p r i s e  o v e r  8 1 . 5  p e r c e n t  
o f  t o t a l  u n r e s t r i c t e d  G e n e ra l  Fund Revenues f o r  t h e  p e r i o d .  T h e r e f o r e ,  
s t a t e  g o v e r n m e n t  1s p r e s e n t l y  v e r y  d e p e n d e n t  on t h e s e  s o u rc e s  o f  
r e v e n u e .  F i n d i n g  s o u r c e s  c f  a d d i t i o n a l  r e v e n u e  1s becom ing  I n c r e a s i n g l y  
I m p o r t a n t .

P rudhoe Bay o i l  p r o d u c t i o n  has a l r e a d y  p e a k e d .  T o t a l  A l a s k a n  
p r o d u c t i o n  1s c u r r e n t l y  p r o j e c t e d  t o  d e c l i n e  f r o m  o v e r  1 .8 4 8  m i l l i o n  b / d  
1n f i s c a l  y e a r  1986 t o  u n d e r  4 0 0 ,0 0 0  b / d  by f i s c a l  y e a r  2005.  T h i s  
r e p r e s e n t s  a compound a n n u a l  a v e r a g e  r a t e  o f  d e c l i n e  o f  7 . 9  
p e r c e n t . f 1) O t h e r  N o r t h  S l o p e  f i e l d s  w h i c h  a r e  c u r r e n t l y  p r o j e c t e d  t o  
b e g i n  p r o d u c i n g  w i l l  o n l y  p a r t i a l l y  o f f s e t  t h i s  d e c l i n e .  These 
p r o j e c t i o n s  a r e  based o n l y  on t h e  d e v e l o p m e n t  o f  p r e s e n t l y  known and 
e c o n o m i c a l l y  d e v e l o p a b l e  r e s e r v e s .  A d d i t i o n a l  d i s c o v e r i e s  may be made i n  
t h e  f u t u r e ,  b u t  t h e i r  d e v e l o p m e n t  as w e l l  as t h e  d e v e lo p m e n t  o f  some 
c u r r e n t l y  known b u t  h i g h  c o s t  r e s e r v e s  1s h i g h l y  d e p e n d e n t  on t h e  f u t u r e  
g r o w t h  o f  r e a l  o i l  p r i c e s .  I n  a d d i t i o n ,  t h e s e  f u t u r e  d i s c o v e r i e s  may be 
made on f e d e r a l  0CS- l a n d s  f r o m  w h i c h  t h e  s t a t e  w o u l d  r e c e i v e  l i t t l e  o r  no 
r e v e n u e s .  F u t u r e  p e t r o l e u m  r e v e n u e s  a r e  t h e r e f o r e  b o t h  e x h a u s t i b l e  and 
h i g h l y  u n c e r t a i n .

TABLE 1 FIGURE 1
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A l a s k a  N o r t h  S l o p e  o i l  p r i c e s ,  m e a n w h i l e ,  ha v e  
1981 o f  $ 3 3 . 6 7  p e r  b a r r e l  t o  a 1987 lo w  o f  $ 8 . 5 0  ( t h e  
be $ 12 .5 9  f o r  t h e  y e a r ) .  These  p r i c e s  have  become 
d i f f i c u l t  t o  p r e d i c t .  Even 1 f  p r o d u c t i o n  
o i l  p r i c e s  and r i s k i n e s s  o f  o i l  r e l a t e d  
s o u r c e  o f  r e v e n u e  f o r  t h i s  s t a t e .  To 
happened .

d rop ped  f r o m  a h i g h  1n 
-average 1s p r o j e c t e d  t o  
e x t r e m e l y  v o l a t i l e  and 

w a s n ' t  d e c l i n i n g ,  t h i s  v o l a t i l i t y  1n 
r e v e n u e s  c o u l d  u n d e rm in e  t h e  m a j o r  
a l a r g e  e x t e n t ,  t h i s  has a l r e a d y
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The p u r p o s e  of- t h i s  s t u d y  was . t o  d e v e l o p  a model  a l l o w i n g  us t o  e v a l u a t e  
t h e  re v e n u e  p o t e n t i a l  and b u r d e n  o f '  I n d i v i d u a l  in c om e  t a x  p r o p o s a l s  p r e s e n t e d  
by L e g i s l a t i v e  and E x e c u t i v e  p o l i c y  m a k e r s .  We have p r e s e n t e d  t h r e e  
a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  I l l u s t r a t i v e  p u r p o s e s ,  and 1n no way 
w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  t h i s  D e p a r tm e n t  o r  s e c t i o n .  The v a l u e  
o f  t h e s e  a l t e r n a t i v e s  1s c o m p a r a t i v e ,  I l l u s t r a t i n g  t h e  way d i f f e r e n t  
s t r u c t u r a l  e l e m e n t s  1n a t a x  can  be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  
show w ha t  s c o p e  o f  I n f o r m a t i o n  1 t  1s p o s s i b l e  t o  g e n e r a t e  1n r e s p o n s e  1:o a 
p r o p o s a l .  We have e v a l u a t e d  t h e  a d v a n ta g e s  and d i s a d v a n t a g e s ,  as w e l l  as' 
p r e l i m i n a r y  e s t i m a t e s  o f  f i s c a l  I m p a c t ,  f o r  each o f  o u r  t h r e e  I l l u s t r a t i v e  
I n d i v i d u a l  Incom e t a x  a l t e r n a t i v e s  1n o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  
c o u l d  be a s k e d  a b o u t  v a r i o u s  p r o p o s a l s .

I t  s h o u l d  be n o t e d  a t  t h e  o u t s e t ,  t h a t  i t  w i l l  be p r a c t i c a l l y  i m p o s s i b l e  
t o  r e p l a c e  p e t r o l e u m  r e ve nue s  w i t h  t a x e s  on I n d i v i d u a l s  o r  o t h e r  i n d u s t r i a l  
s e c t o r s  g i v e n  t h e  p r e s e n t  s t r u c t u r e  o f  t h e  A l a s k a n  economy. I n  f i s c a l  y e a r  
1984 t h e  g r o s s  w e l l h e a d  v a l u e  o f  N o r t h  S l o p e  o i l  p r o d u c t i o n  was a p p r o x i m a t e l y  
$ 1 0 . 6  b 1 l l 1 onC2 ) w h i l e  t h e  e s t i m a t e d  g r o s s  p r o d u c t i o n  o f  a 11 o t h e r  
n o n g o v e r n m e n t a l  I n d u s t r i a l  s e c t o r s  was o n l y  $ 8 .7  b i l l i o n  and t o t a l  d i s p o s a b l e  
p e r s o n a l  Incom e was $ 6 . 8  b i l l i o n .  I n  a d d i t i o n ,  o i l  p r o d u c t i o n  has been a h i g h  
p r o f i t  s e c t o r  and t h u s  s u p p o r t e d  much h i g h e r  l e v e l s  o f  t a x a t i o n  th a n  o t h e r  
more m a r g i n a l  I n d u s t r i a l  s e c t o r s .  A l s o ,  many o t h e r  I n d u s t r i e s  a r e  c u r r e n t l y  
s u p p o r t e d ,  d i r e c t l y  and I n d i r e c t l y  t h r o u g h  s t a t e  g o v e r n m e n t  s p e n d i n g  o f  o i l  
r e v e n u e s .
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TAX CAPACITY AND TAX BURDEN ON ALASKANS

The as s e s s m e n t  o f  t h e  b u r d e n  o f  t a x a t i o n  1s a c o m p l i c a t e d  p r o b l e m .
S t a t u t e s  d e t e r m i n e  who 1s l e g a l l y  r e s p o n s i b l e  f o r  a t a x .  I n  c o n t r a s t  t h e
economic  I n c i d e n c e  o f  a t a x  1s t h e  change 1n t h e  d i s t r i b u t i o n  o f  p r i v a t e  r e a l
Income b r o u g h t  a b o u t  by a t a x .  D i f f e r e n t  t a x e s  can  be s h i f t e d  t c  d i f f e r i n g
e x t e n t s  f r o m  th e  p e r s o n  o r  b u s i n e s s  l e g a l l y  r e s p o n s i b l e  t o  o t h e r  i n d i v i d u a l s  
o r  b u s i n e s s e s .

In  l e s s  r i g o r o u s  t e r m s ,  c o n c e p t s  such as b u rde n  a r e  examined  by
r e s o r t i n g  t o  s t a t e - b y - s t a t e  c o m p a r i s o n s  o f  t a x e s  p a i d  u s u a l l y  on a p e r  c a p i t a  
b a s i s  o r  1n r e l a t i o n  t o  some measure  o f  r e v e n u e  c a p a c i t y .  Because measures
such  as p e r  c a p i t a  Income a r e  p o o r  measu res o f  r e v e n u e  c a p a c i t y ,  a l t e r n a t i v e  
c o n c e p t s  have  been d e v e l o p e d .  One such measu re  I n v o l v e s  t h e  c o n c e p t  o f  a 
r e p r e s e n t a t i v e  t a x  sys tem  ( R T S ) . ( 3 )

“ The RTS i s  d e s ig n e d  t o  a n s w e r  t h i s  q u e s t i o n :  w h a t  w o u ld  be t h e
t o t a l  r e v e n u e  o f  each o f  t h e  50 s t a t e s  i f  e v e r y  s t a t e  a p p l i e d
I d e n t i c a l  t a x  r a t e s  -  n a t i o n a l  a v e r a g e s  -  t o  each o f  26 commonly
used t a x  b ase s? "

Tax e f f o r t  1s a compan ion  c o n c e p t  t h a t  I n d i c a t e s  t h e  o v e r a l l  t a x  bu rde n
p l a c e d  on t h e  base as d e f i n e d  by  t h e  t a x  c a p a c i t y  c o n c e p t .  A t a x  e f f o r t  I n d e x
i s  c r e a t e d  by d i v i d i n g  t h e  s t a t e ' s  a c t u a l  t a x  c o l l e c t i o n s  by I t s  e s t i m a t e d  t a x  
c a p a c i t y  and m u l t i p l y i n g  by 100.

“ The r e s u l t  may be I n t e r p r e t e d  as a measure o f  how much a s t a t e  
chooses  t o  e x p l o i t  a l l  i t s  p o t e n t i a l  t a x  bases r e l a t i v e  t o  o t h e r  
s t a t e s .  I f  a s t a t e  has a t a x  e f f o r t  b e n e a th  t h e  n a t i o n a l  norm,
1 t  w i l l  have an e f f o r t  I n d e x  u n d e r  100.  C o n v e r s e l y ,  1 f  a s t a t e  
has a t a x  e f f o r t  1n ex c e s s  o f  t h e  n a t i o n a l  a v e r a g e ,  1 t  w i l l  have
an e f f o r t  I n d e x  o v e r  1 0 0 . "

The m o s t  c u r r e n t  e s t i m a t e s  o f  t h e s e  r a t i o s  1s 1n an A d v i s o r y  Commiss ion  
on I n t e r g o v e r n m e n t a l  R e l a t i o n s  p u b l i c a t i o n  Tax C a p a c i t y  o f  t h e  50 S t a t e s.  
Dated Hay 1985 ,  t h e  book 1s based  on t a x  d a t a  f o r  1982. W h i l e  a g e d ,  t h e  
numbers a r e  I n d i c a t i v e  o f  A l a s k a ' s  s t a t e  and l o c a l  t a x  bu rde n  r e l a t i v e  t o  
o t h e r  s t a t e s . ( 4 )

I n d e x e s  o f  t h i s  s o r t  can  o f t e n  h i d e  s u b t l e t i e s .  1n t h e  u n d e r l y i n g  
r e l a t i o n s h i p s .  Fo r  I n s t a n c e  t h e  e f f o r t  v a r i a b l e s  a r e  d e v e lo p e d  u s i n g  p e r  
c a p i t a  m easures  w h ic h  h i d e  th e  f a c t  t h a t  a s u b s t a n t i a l  p o r t i o n  o f  t h e  t a x  may 
be p a i d  by o u t - o f - s t a t e  v i s i t o r s  o r  s e a s o n a l  w o r k e r s .  A l a s k a ,  f o r  i n s t a n c e ,  
shows a h i g h  e f f o r t  f o r  h u n t i n g  and f i s h i n g  l i c e n s e s .  A l t h o u g h  c a r e  has t o  be 
e x e r c i s e d  1n t h e i r  I n t e r p r e t a t i o n ,  t h e  f i g u r e s  I n d i c a t e  t h a t  A l a s k a  r e s i d e n t s  
a r e  ta x e d  a t  r e l a t i v e l y  low  l e v e l s  cn Income and s a l e s  when compared t o  
r e s i d e n t s  o f  o t h e r  s t a t e s .



O v e r a l l  A l a s k a  shows a h i g h  t a x  e f f o r t  be ca us e  o f  o u r  r e s o u r c e  based 
t a x e s .  H o w e v e r ,  e f f o r t  m easu res  a r e  c o n s i d e r a b l y  b e lo w  n a t i o n a l  norms f o r  
s e v e r a l  m a j o r  t a x e s  commonly f o u n d  1n o t h e r  s t a t e s .  Column two b e lo w  shows 
t h e  r e l a t i v e  I m p o r t a n c e  o f  m a j o r  t a x e s  and co lum n t h r e e  shows A l a s k a ' s  e f f o r t  
I n d e x  f o r  t h e s e  t a x e s .

Tax

S t a t e - L o c a l  Tax 
C o l l e c t i o n s  as % 
o f  U .S .  T o t a l

A l a s k a  E f f o r t  
I n d e x  1982

G e n e ra l  S a l e s  
S e l e c t e d  S a l e s  
L i c e n s e  Taxes 
I n d i v i d u a l  Income 
C o r p o r a t e  Income 
P r o p e r t y  
E s t a t e  and G i f t  
S e v e r a n c e

2 3 . 5 %

11.7%
3.5%

19.7%
5.6%

31.8%
.9%

3.4%

9 5 . 0
105.0

22 . 9
278 . 8

29.1
102.0
118.0

.7



GENERAL STRUCTURE OF INOIVIOUAL INCOME TAXES

I n d i v i d u a l  Income t a x e s  a r e  based on Income a t  I t s  s o u r c e  1n c o n t r a s t  to  
o t h e r  t a x e s ,  such  as s a l e s ,  e x c i s e  t a x e s  and d u t i e s  w h i c h  t a x  Income 1n I t s  
u se .  The b a s i c  e le m e n ts  o f  a ny  t a x  s t r u c t u r e  a p p l y  to  t h e  I n d i v i d u a l  Income 
t a x .  These a r e  t a x  base ,  r a t e ( s )  and c r e d i t s  a g a i n s t  t a x  owed.

Tax Base

Tax ba s e  I s  c h a r a c t e r i z e d  by w h a t  1s I n c l u d e d ,  e x c l u d e d ,  and d e d u c t i b l e  
f r o m  Incom e.  I t  1s a l s o  a f f e c t e d  by t h e  p r e s e n c e  and s i z e  o f  p e r s o n a l  
e x e m p t i o n s ,  and w h e t h e r  t h e s e  e x e m p t i o n s  a p p l y  t o  t h e  t a x p a y e r  o n l y ,  o r  a l s o  
t o  d e p e n d e n ts  o r  t o  s p e c i a l  d e b i l i t a t i n g  c o n d i t i o n s ,  such  as b l i n d n e s s  o r  
e l d e r l i n e s s .

Tax Rates

Tax r a t e s  a r e  a p p l i e d  t o  t h e  t a x  b a s e .  They can  be s e p a r a t e d  I n t o  r a t e  
g ro u p s  f o r  q u a l i f y i n g  t a x p a y e r s ,  such  as m a r i t a l  s t a t u s  o r  h o u s e h o ld  t y p e  
( 1 .  e .  m a r r i e d  f i l i n g  j o i n t l y ,  m a r r i e d  f i l i n g  s e p a r a t e l y ,  s i n g l e ,  s l r i g ’ e head 
o f  h o u s e h o ld  o r  w i d o w e r ) .  R a te s  can a l s o  be s t r a t i f i e d  by Income g r o u p s  so 
t h a t  t a x p a y e r s  w i t h  d i f f e r e n t  Incomes  pay d i f f e r e n t  r a t e s .

Tax C r e d i t s

Tax c r e d i t s  a g a l n s l  t a x  owed a r e  d e d u c te d  a f t e r  t h e  r a t e  1s a p p l i e d  to  
t h e  t a x  b a s e .  Tax c r e d i t s  a r e  a v a i l a b l e  f o r  s p e c i a l  e x p e n d i t u r e s  and 
g e n e r a l l y  a r e  e f f e c t i v e  1n e n c o u r a g i n g  t h o s e  e x p e n d i t u r e s .  Examples o f  eonrnon 
I n d i v i d u a l  Incom e t a x  c r e d i t s  a r e  f o r  c h i l d  c a r e  e x p e n s e s ,  e n e r g y  c o n s e r v a t i o n  
I n v e s t m e n t s ,  o r  p o l i t i c a l  c o n t r i b u t i o n s .

Tax c r e d i t s  have much more I m p a c t  1n e r o d i n g  t a x  base th a n  t a x  
e x c l u s i o n s  o r  d e d u c t i o n s  d o ,  as t h e  f o l l o w i n g  ex a m p le  I l l u s t r a t e s .

I n  t h e  f i r s t  exam p le  b e l o w ,  an e x c l u s i o n  o r  d e d u c t i o n  w o u ld  have  t o  be 
w o r t h  $ 2 ,5 0 0  i n  o r d e r  t o  r e d u c e  t h e  t a x  t o  $ 1 , 1 0 0  t h a t  t h e  $100 t a x  c r e d i t  
p r o d u c e d .  A t  a f o u r  p e r c e n t  t a x  r a t e ,  t h e  $100 e x c l u s i o n  o r  d e d u c t i o n  
e f f e c t i v e l y  re d u c e d  t h e  t a x  ba se  by $100 ,  o r  0 .3 3 % ;  w h i l e  t h e  $100 c r e d i t  
r edu ce d  t h e  t a x  base by $ 2 ,5 0 0 ,  o r  8 .33%.

The h i g h e r  t h e  t a x  r a t e ,  t h e  g r e a t e r  1s t h e  v a l u e  t o  t h e  t a x p a y e r  o f  a l l  
t a x  base r e d u c t i o n s  even t h o u g h  t h e  a b s o l u t e  v a l u e  o f  t h e  t a x  c r e d i t  i s  th e  
same, $100.  I n  t h e  second e x a m p le ,  t h e  e i g h t  p e r c e n t  t a x  r a t e  has I n c r e a s e d  
t h e  v a l u e  o f  t h e  $100 t a x  base r e d u c t i o n  t o  $8 d o l l a r s  and t h e  c r e d i t  r e m a in s  
$100.  An e x c l u s i o n  o r  d e d u c t i o n  w o u ld  have t o  be w o r t h  o n l y  $ 1 ,2 5 0  1n o r d e r  
t o  re duce  t h e  t a x  t o  $ 2 ,3 0 0  t h a t  t h e  $100 t a x  c r e d i t  p ro d u c e d  1n t h e  second 
exam p le .



TABLE 4 
EXAMPLES OF TAX CREDITS 

VERSUS 
TAX DEDUCTIONS

$100 $100 $100
EXCLUSION DEDUCTION CREDIT

INCOME $ 3 0 ,0 0 0 $ 3 0 ,0 0 0 $ 3 0 ,0 0 0
EXCLUSIONS $ 100 $ o $ o
AOJ GROSS

INCOME $ 2 9 ,9 0 0 $ 3 0 ,0 0 0 $ 3 0 ,0 0 0
DEDUCTIONS $ o $ 100 $ o
TAXABLE

INCOME $ 2 9 ,9 0 0 $ 2 9 ,9 0 0 $ 3 0 ,0 0 0

IF TAX RATE 4% 4% 4%
TAX $ 1 , 1 9 6 $ 1 ,1 9 6 $ 1 ,2 0 0
CREDIT $ o $ o $ 100
FINAL TAX $ 1 , 1 9 6 $ 1 ,1 9 6 $ 1 ,1 0 0
TAX REDUCTION $ 4 $ 4 $ 100

IF  TAX RATE 8*/. 8*/. 8%
TAX $ 2 , 3 9 2 $ 2 , 3 9 2 $ 2,400 .
CREDIT $ 0 $ 0 $ 100
FINAL TAX $ 2 , 3 9 2 $ 2 ,3 9 2 $ 2 , 3 0 0
TAX REDUCTION $ 8 $ 8 $ 100

The F e d e r a l  Tax S t r u c t u r e  and I t s  E f f e c t  on S t a t e  Tax P o l i cy  /

The P r i c e  W a te rh o u s e  G u id e  t o  t h e  New Tax L a v / p o i n t s  out: 
s e v e r a l  o f  t h e  m a j o r  o b j e c t i v e s  o f  t h e  Tax R e fo rm  A c t  o f  1986:

1.  "T hose  w i t h  s i m i l a r  Incomes  s h o u l d  pay e s s e n t i a l l y  t h e  same 
am oun t  o f  t a x e s .  T h i s  I n j e c t s  an e l e m e n t  o f  f a i r n e s s  I n t o  t h e  
s y s te m  t h a t  has been a b s e n t  f r o m  p r i o r  t a x  l a w s .  A t  t h e  same 
t i m e ,  t h e  new law  r e f l e c t s  a s h a r p  d e p a r t u r e  f r o m  t h e  r e c e n t  
t r e n d  t o w a r d  a t t e m p t i n g  t o  c u r e  a w i d e  v a r i e t y  o f  s o c i a l  and 
e c o n o m ic  p r o b le m s  t h r o u g h  t a x  I n c e n t i v e s ,  o r  pe rha ps  more 
a c c u r a t e l y  t a x  s u b s i d i e s . " ( 6 )

2 .  " A n o t h e r  o b j e c t i v e  was t h a t  t h e  l a w  be as u n d e r s t a n d a b l e  and as 
s t r a i g h t f o r w a r d  as p o s s i b l e ,  t o  a v o i d  m a n i p u l a t i o n  o f  s t a t u t o r y  
c o m p l e x i t i e s  t h a t  w o r k  t o  t h e  a d v a n t a g e  o f  t h e  s o p h i s t i c a t e d  and 
t h e  d i s a d v a n t a g e  o f  t h e  f i n a n c i a l l y  n a i v e . " ( 7 )

W h i l e  t h e s e  o b j e c t i v e s  ha ve  n o t  been f u l l y  r e a l i z e d  by t h e  new F e d e r a l  
l a w ,  any movemenL t o w a r d  r e a l i z a t i o n  1s l a u d a b l e .  T y i n g  s t a t e  law  Lo t h e  new 
f e d e r a l  l a w ,  1n a d d i t i o n  t o  s i m p l i f y i n g  r e t u r n  p r e p a r a t i o n  f o r  A l a s k a  
t a x p a y e r s ,  w o u l d  I m p l i c i t l y  s i g n a l  t h e  a d o p t i o n  o f  s i m i l a r  p r i n c i p l e s .



One o b v i o u s  d i s a d v a n t a g e  t o  t h e  " p i g g y b a c k "  a r r a n g e m e n t  i s  t h a t  changes 
i n  t h e  F e d e r a l  l a w  s i g n i f i c a n t l y  a l t e r  t h e  s t a t e  t a x  base and s t a t e  re v e n u e s  
w i t h o u t  a p o l i c y  change  by A l a s k a .  T h i s  i s  o f  p a r t i c u l a r  c o n c e r n  g i v e n  t h a t  
l a r g e  F e d e r a l  d e f i c i t s  a r e  a l r e a d y  l e a d i n g  some i n  Congress  t o  s u g g e s t  
m o d i f i c a t i o n s  t o  t h e  new t a x  c o d e .  The a d v a n t a g e s  o f  p i g g y b a c k i n g  a r e  
p r i m a r i l y  a d m i n i s t r a t i v e  and r e l a t e  t o  a u d i t ,  c o m p l i a n c e  and c o l l e c t i o n s  
f u n c t i o n s .  When t h e  IRS a u d i t s  r e t u r n s  and d e t e r m i n e s  a d j u s t m e n t s  t h i s  
i n f o r m a t i o n  can be s h a re d  w i t h  t h e  s t a t e .  T h i s  l o w e r s  a u d i t  c o s t s  f o r  t h e  
s t a t e  i n  t h a t  t h e r e  i s  l e s s  i n d e p e n d e n t  v e r i f i c a t i o n  o f  i n f o r m a t i o n .  
M i n i m i z i n g  a d m i n i s t r a t i v e  and c o m p l i a n c e  expense s  i s  an i m p o r t a n t  c r i t e r i a  i n  
e v a l u a t i n g  a l t e r n a t i v e  t a x  s y s t e m s .  These c o s t s  a r e  an i m p o r t a n t  
c o n s i d e r a t i o n  as i s  e v i d e n c e d  by  t h i s  d i s c u s s i o n  o f  expenses  a t  t h e  f e d e r a l  
l e v e l :

"The c o s t s  o f  a d m i n i s t e r i n g  t h e  income t a x  i n  t h e  U n i t e d  S t a t e s  
a r e  f a i r l y  l o w .  I n  19 8 1 ,  f o r  e x a m p l e ,  t h e  I n t e r n a l  Revenue 
S e r v i c e  expended  o n l y  41 c e n t s  t o  r a i s e  each $100 i n  t a x e s  
[ C o m m i s s i o n e r  o f  I n t e r n a l  Revenue ,  1982 ,  p .  5 5 ] .  However ,  t h e  
c o m p l i a n c e  c o s t s  o f  p e r s o n a l  i ncom e t a x a t i o n  a r e  q u i t e  
s u b s t a n t i a l .  On t h e  b a s i s  o f  s u r v e y  e v i d e n c e ,  S lem rod  and Sorum 
[ 1 9 8 3 ]  e s t i m a t e d  t h a t  i n  1982,  t h e  a v e r a g e  U.S .  h o u s e h o ld  
d e v o t e d  a b o u t  29 h o u r s  t o  s t a t e  and f e d e r a l  t a x  p r e p a r a t i o n ,  and 
s p e n t  a b o u t  $53 f o r  p r o f e s s i o n a l  a d v i c e .  I f  t h e  v a l u e  o f  t im e  
i s  a p p r o x i m a t e d  a t  a b o u t  $ 1 0 . 7 0  p e r  h o u r ,  t h e n  t h e  t o t a l  
r e s o u r c e  c o s t  p e r  h o u s e h o l d  1s a b o u t  $36 4 .  M u l t i p l y i n g  t h i s  by 
t h e  97 m i l l i o n  t a x p a y i n g  u n i t s  i n  1982 g i v e s  a t o t a l  r e s o u r c e  
c o s t  o f  $ 3 5 .3  b i l l i o n ,  a b o u t  9 p e r c e n t  o f  t o t a l  f e d e r a l  and 
s t a t e  income t a x  r e v e n u e . " ( 8 )

A f i n a l  c r i t e r i a  by w h i c h  any o t h e r  t a x  s y s t e m  m i g h t  be j u d g e d  i s  
a d e q u a c y .  T h a t  i s ,  does i t  r a i s e  s u f f i c i e n t  r e v e n u e s  p a r t i c u l a r l y  w i t h  
r e f e r e n c e  t o  a l l  t h e  c o s t s ,  b o t h  p o l i t i c a l  and m o n e t a r y ,  a s s o c i a t e d  w i t h  I t s  
i m p o s i t i o n .  C u r r e n t l y ,  i n d i v i d u a l  income t a x e s  r a n k  second as a p r o d u c e r  o f  
s t a t e  r e v e n u e s  n a t i o n a l l y  p r o d u c i n g  a b o u t  30 p e r c e n t  o f  r e v e n u e s  i n  1984.  
T h a t  p r o p o r t i o n  has i n c r e a s e d  s i g n i f i c a n t l y  o v e r  t i m e .  I n  1973 a b o u t  23 
p e r c e n t  o f  s t a t e  re v e n u e s  came f r o m  t h i s  s o u r c e .  I n  g e n e r a l  t h e n  income t a x e s  
r a i s e  s i g n i f i c a n t  amounts  o f  r e v e n u e  i n  r e l a t i o n  t o  t h e  a d m i n i s t r a t i v e  c o s t s .

-I 8 )-



PATTERN OF COLLECTION & REFUND

A c t u a l  t a x  c o l l e c t i o n s  a r e  s p re a d  t h r o u g h o u t  t i m e .  G e n e r a l l y ,  income 
t a x e s  a r e  w i t h h e l d  by e m p lo y e r s  and s u b m i t t e d  d i r e c t l y  by them to  t h e  S t a t e .  
Those who a r e  s e l f - e m p l o y e d  s u b m i t  e s t i m a t e d  t a x  payments  on a r e g u l a r  b a s i s  
t h r o u g h o u t  t h e  y e a r .  F i n a l l y ,  t a x e s  a r e  s u b m i t t e d ,  1 f  o w in g ,  w i t h  t h e  t a x  
r e t u r n  p r e p a r e d  f o r  t h e  t a x  y e a r  ( d u e  by A p r i l  1 5 ) .

Re funds  a r e  g e n e r a l l y  r e q u e s t e d  when t a x  has been o v e r p a i d  by s u b m i s s i o n  
o f  a t a x  r e t u r n  t h a t  docum en ts  t h e  o v e r p a y m e n t .  Those r e t u r n s  a r e  p r i m a r i l y  
s u b m i t t e d  1n F e b r u a r y  t h r o u g h  A p r i l  and t h e  r e f u n d s  i s s u e d  a month a f t e r  th e  
r e t u r n  i s  r e c e i v e d .

The t i m e  p a t t e r n  o f  t a x  paym ents  was e v a l u a t e d  f o r  t h i s  p r o j e c t  u s i n g  
d a t a  a v a i l a b l e  on D e p a r tm e n t  o f  Revenue d a t a  bases  and t h e  r e f u n d s  were 
a n a l y z e d  u s i n g  S t a t e  a c c o u n t i n g  s y s te m  r e p o r t s .  From t h o s e ,  a p r o j e c t e d  t im e  
p a t t e r n  was g e n e r a t e d .  T h i s  can be used to  t r a n s l a t e  t h e  p r o j e c t e d  t a x  y e a r  
l i a b i l i t i e s  p r e s e n t e d  i n  t h e  t a b l e s  i n t o  g r o s s  c o l l e c t i o n s ,  r e f u n d s  and n e t  
c o l l e c t i o n s  by q u a r t e r .  T h i s  t r a n s l a t i o n  1 s - a n  i m p o r t a n t  s t e p  i n  d e t e r m i n i n g  
f i s c a l  y e a r  r e v e n u e s .

H i s t o r i c a l l y ,  c o l l e c t i o n s  f o r  any g i v e n  t a x  y e a r  have exceeded l i a b i l i t y  
and a p o r t i o n  o f  t a x  c o l l e c t i o n s  have been r e f u n d e d .  Fo r  t h i s  a n a l y s i s ,  t a x  
c o l l e c t i o n s  f o r  a t a x  y e a r  a r e  e s t i m a t e d  to  he 25 p e r c e n t  g r e a t e r  t han  the  
e s t i m a t e d  l i a b i l i t y  f o r  t h a t  t a x  y e a r .

R e c e i p t s  f o r  t h e  f i s c a l  y e a r  by q u a r t e r  a r e  e s t i m a t e d  u s i n g  r a t i o s  t h a t  
a r e  based on an a n a l y s i s  o f  1970 -  1979 Cash F lo w  d a t a  ( g ) f r o m  t h e  A la s k a  
i n d i v i d u a l  incom e t a x .  Re funds  a r e  t h e n  e s t i m a t e d  as 2 7 .2  p e r c e n t  o f  th e  
t o t a l  f i s c a l  y e a r  r e c e i p t s  f r o m  t h e  p r i o r  f i s c a l  y e a r ;  an e s t i m a t e  based on 
D e p a r tm e n t  o f  A d m i n i s t r a t i o n  PBA r e p o r t s  f o r  1970 -  1 9 7 9 . ( g )

T h i s  a n a l y s i s  may o v e r e s t i m a t e  t a x  r e f u n d s  f o r  t h e  f l a t  t a x  o p t i o n s  as 
p r e s u m a b ly  t h e  a b i l i t y  t o  e s t i m a t e  t a x  l i a b i l i t y  f o r  t h e  I n d i v i d u a l  w i l l  be 
c o n s i d e r a b l y  e a s i e r .  The r e f u n d  am ounts  t e n d  t o  n e t  o u t  o v e r  t i m e ,  i n  any 
c a s e ,  so t h i s  r e f u n d  e s t i m a t e  i s  used f o r  a l l  a l t e r n a t i v e s .



EVALUATION OF ALTERNATIVES

We h av e  p r e s e n t e d  t h r e e  a l t e r n a t i v e  s t r u c t u r e s  h e r e  p r i m a r i l y  f o r  
i l l u s t r a t i v e  p u r p o s e s ,  and i n  no way w i s h  t o  s u g g e s t  t h e s e  a r e  p r o p o s a l s  o f  
t h i s  D e p a r t m e n t  o r  s e c t i o n .  We have d e s i g n e d  t h e  t h r e e  a l t e r n a t i v e s  t o  r a i s e  
a p p r o x i m a t e l y  t h e  same t o t a l  r e v e n u e  w i t h  t h r e e  d i f f e r e n t  t a x  s t r u c t u r e s ;  o u r  
benchmark r e v e n u e  amount  b e i n g  t h a t  o b t a i n e d  by t h e  f i r s t  a l t e r n a t i v e ,  
r e i n s t a t e m e n t  o f  t h e  o l d  i n d i v i d u a l  Income t a x .

The t a b l e s  p r e s e n t e d  1n t h i s  r e p o r t  s um m ar ize  o n l y  t h e  p r o j e c t e d  
q u a n t i t a t i v e  i m p a c t s  o f  t h e s e  i l l u s t r a t i v e  i n d i v i d u a l  income t a x  a l t e r n a t i v e s  
and c a n ' t  e f f e c t i v e l y  be compared  on re v e n u e  r a i s e d .  Tax a l t e r n a t i v e s  two and 
t h r e e  were  c o n s t r u c t e d  t o  y i e l d  a p p r o x i m a t e l y  t h e  same 1988 re v e n u e  as 
a l t e r n a t i v e  o n e .  A f t e r  1 9 8 8 ,  t a x  a l t e r n a t i v e s  w e r e  a l l o w e d  t o  y i e l d  w h a t e v e r  
r ev enu e  t h e  i n t e r a c t i o n  be tw een  t h e  t a x  s t r u c t u r e  and t h e  econom ic  v a r i a b l e s  
g e n e r a t e d .  The c o m p a r i s o n  o f  t h e  a l t e r n a t i v e  y i e l d s  i d e n t i f i e s  t h e  r e l a t i v e  
r e s p o n s i v e n e s s  o f  each s t r u c t u r e  t o  t h e  p r o j e c t e d  changes i n  t h e  economy.  I n  
a d d i t i o n ,  t h e s e  a l t e r n a t i v e s  i l l u s t r a t e  t h e  way d i f f e r e n t  s t r u c t u r a l  e l e m e n ts  
i n  a t a x  can be a l t e r e d  t o  o b t a i n  v a r i o u s  r e s u l t s ,  and t o  show w ha t  scope  o f  
i n f o r m a t i o n  i t  i s  p o s s i b l e  t o  g e n e r a t e  i n  r e s p o n s e  t c  a p r o p o s a l .  We a l s o  
have e v a l u a t e d  t h e  a d v a n t a g e s  and d i s a d v a n t a g e s ,  as w e l l  as t h e  p r e l i m i n a r y  
e s t i m a t e s  o f  f i s c a l  i m p a c t ,  f o r  each o f  o u r  t h r e e  i l l u s t r a t i v e  i n d i v i d u a l  
incom e t a x  a l t e r n a t i v e s  i n  o r d e r  t o  s u g g e s t  w h a t  k i n d s  o f  q u e s t i o n s  c o u l d  be 
asked  a b o u t  v a r i o u s  p r o p o s a l s .

•

T h i s  h i g h l i g h t s ,  t h e  o t h e r  c r u c i a l  i s s u e s .  Each o f  t h e  e le m e n t s  o f  t h e  
t a x  s t r u c t u r e  can be t a i l o r e d  t o  a f f e c t  d i f f e r e n t  t a x p a y e r s  d i f f e r e n t l y  ( o r  t o  
t r y  and a f f e c t  them i d e n t i c a l l y ) .  The a l t e r n a t i v e  t a x  s t r u c t u r e s  we p r e s e n t  
w i l l  each be a n a l y z e d  b r i e f l y  on a number o f  i s s u e s  i n c l u d i n g  how t h e y  a f f e c t  
t a x p a y e r  g r o u p s ,  how e a s i l y  a d m i n i s t e r e d  t h e y  a r e  and how p o l i t i c a l l y  
p a l a t a b l e  t h e y  m i g h t  be.

I n  g e n e r a l ,  t h e  i s s u e s  w h i c h  s h o u l d  be c o n s i d e r e d  w i t h  r e s p e c t  t o  
measures t o  i n c r e a s e  re v e n u e s  a r e  as f o l l o w s .

Econom ic  E f f i c i e n c y :  What e f f e c t  does t h e  p ro p o s e d  t a x  have on
i n c e n t i v e s  and econom ic  d e c i s i o n  mak ing?  How does t h e  t a x  a l t e r  c o n s u m p t i o n ,  
p r o d u c t i o n  o r  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s ?

E q u i t y :  Who b e a r s  t h e  b u rd e n  o f  t h e  t a x  and how does t h a t  bu rden
compare w i t h  a b i l i t y  t o  pay o r  b e n e f i t s  r e c e i v e d ?  I s  t h e  t a x  p r o g r e s s i v e  o r  
r e g r e s s i v e  w i t h  r e s p e c t  t o  i n co m e  a n d / o r  w e a l t h ?

E l a s t i c i t y :  What i s  t h e  s e n s i t i v i t y  o f  t h e  t a x  r e v e n u e  y i e l d  t o  changes
i n  economic  o r  d e m o g r a p h ic  c o n d i t i o n s ?  As incom e o r  p o p u l a t i o n  i n c r e a s e  o r  
d e c r e a s e ,  does t a x  r e v e n u e . i n c r e a s e  o r  d e c r e a s e  1n g r e a t e r ,  l e s s e r  o r  equ a l  
p r o p o r t i o n ?

A d m i n i s t r a t i v e  E f f i c i e n c y :  How c o s t l y  I s  t h e  t a x  t o  a d m i n i s t e r  1n te rm s
o f  r e s o u r c e s  d e v o t e d  t o  a d m i n i s t r a t i o n  and c o m p l i a n c e  r e l a t i v e  t o  t h e  r e v en ue  
y i e l d  o f  t h e  t a x ?  Who b e a r s  t h e  b u rde n  o f  a d m i n i s t r a t i v e  c o s t ,  th e  t a x p a y e r ,  
t h e  S t a t e  o r  t h e  t a x  c o l l e c t o r  ( i f  d i f f e r e n t  f r o m  t h e  S t a t e ) ?

P o l i t i c a l  F e a s i b i l i t y :  How a c c e p t a b l e  i s  t h e  p ro p o s e d  t a x  t o  t h e
l e g i s l a t u r e  a n d / o r  t h e  e l e c t o r a t e  g i v e n  e x i s t i n g  s o c i a l ,  p o l i t i c a l ,  and
economic  c o n d i t i o n s ?  Who b e n e f i t s ,  who l o s e s ,  and who has t h e  m os t  p o l i t i c a l  
power?

- i  io I-



A d d i t i o n a l l y ,  we are  concerned w i th  th re e  o th e r  Issues .

I n t e r s t a t e  C a p t u r e :  How much o f  t h e  t a x  owed by n o n r e s i d e n t  t a x p a y e r s
who w o rk  i n  A l a s k a  1s 1 t  p o s s i b l e  t o  c a p t u r e ?

I n t e r g o v e r n m e n t a l  E f f e c t s :  Does t h e  t a x  e r o d e  t h e  t a x  base o f  h i g h e r
l e v e l  ( f e d e r a l )  o r  l o w e r  l e v e l  ( l o c a l )  g o v e r n m e n t s ?  I f  t h i s  s h o u l d  be
m i t i g a t e d ,  how can 1 t  be done?

I n f l a t i o n  E f f e c t s :  What 1s t h e  e f f e c t  o f  I n f l a t i o n  on t h e  e l e m e n t s  o f
t h e  t a x  s t r u c t u r e  and t h e  b u r d e n  on t h e  t a x p a y e r ?  I f  t h i s  s h o u l d  be
m i t i g a t e d ,  how can 1 t  be done?



The I n d i v i d u a l  Income t a x  1s based  on s o u r c e  o f  Income1. As s u c h ,  t h e  
d i s t r i b u t i o n  o f  Income among h o u s e h o l d s  1s v e r y  I m p o r t a n t  1n d e t e r m i n i n g  th e  
v e r t i c a l  d i s t r i b u t i o n  o f  t h e  t a x  I n c i d e n c e .  I t  1s a l s o  I m p o r t a n t  how 
I n c l u s i v e  o f  v a r i o u s  t y p e s  o f  Income t h e  t a x  ba se  1 s .  The t a b l e s  b e lo w  
p r e s e n t  d a t a  e s t i m a t e d  t o  s i m u l a t e  t h e  1988 new f e d e r a l  Income t a x  s t r u c t u r e  
t o  w h i c h  a l l  o u r  a l t e r n a t i v e s  w i l l  a t  l e a s t  p a r t i a l l y  be t i e d .

I t  1s o b v i o u s  f r o m  t h i s  t a b l e  t h a t  s p e c i a l  t r e a t m e n L  o r  e x c l u s i o n s  
a p p l i e d  t o  some s o u r c e s  o f  Income a r e  g o i n g  t o  a f f e c t  h o u s e h o ld s  a t  d i f f e r e n t  
p o i n t s  on t h e  Income d i s t r i b u t i o n ,  d i f f e r e n t l y .  F o r  e x a m p le ,  c a p i t a l  g a i n s ,  
u n t i l  r e c e n t  t a x  r e f o r m ,  had s p e c i a l  t r e a t m e n t .  A p o r t i o n  o f  n e t  c a p i t a l  
g a i n s  c o u l d  be e x c l u d e d  f r o m  Income f o r  t a x  p u r p o s e s .  C a p i t a l  g a i n s  and 
I n v e s t m e n t  Income ( s u c h  as c o r p o r a t e  d i v i d e n d s  and I n t e r e s t )  a r e  n o t  m a j o r  
s o u r c e s  o f  Income f o r  l o w e r  Income h o u s e h o l d s .  The c o m p le te  I n c l u s i o n  1n th e  
t a x  base o f  t h e s e  Income s o u r c e s  a f f e c t s  h i g h e r  Income h o u s e h o ld s  t o  a much 
g r e a t e r  d e g r e e  th an  l o w e r  Income h o u s e h o l d s .

D is t r i b u t i o n  o f  Income In c lu s io n s .  E xc lus ions  and Deductions

TABLE 5
1988 DISTRIBUTION OF INCOME INCLUSIONS

PERCENT PERCENT PERCENT PERCENT OF PERCENT

ADJ GROSS PERCENT OF OF OF OF SHALL OF

INCOME OF ADJ 6R0SS MAGES k INTEREST CAPITAL ENTER PENSIONS
GROUP RETURNS INCOME SALARIES INCOME GAIN/LOSS PRISE ANNUITIES

LOSS 1.191 -0.751 0.381 2.331 5.321 -138.191 1.471

0 - 10000 22.061 3.741 3.591 4.621 2.061 - i 2 . 961 5.611

10001-20000 20.461 9.421 9.661 8.141 3.961 21.461 12.001

20001-30000 14.921 11.541 11.891 9.181 4.841 14.301 13.121

30001-40000 11.901 13.131 14.051 10.971 7.321 14.711' 12.081

40001-50000 9.261 13.071 14.081 10.861 7.391 - 3.241 13.191

50001-60000 6.561 11.301 11.801 8.501 5.761 1.311 14.411

60001-70000 4.641 9.511 9.891 7.351 6.091 2.371 7.641

70001-80000 3.261 7.791 7.841 7.041 6.421 13.811 6.521

80001-90000 2.151 5.941 5.771 6.391 6.401 13.03I 4.071

90001-100000 1.341 4.281 3.711 5.251 7.401 27.921 3.871

100001-15000 2.001 8.181 6.151 13.551 20.451 84.861 4.751

150001-20000 0.171 1.121 0.581 2.231 4.691 15.481 0.731
200001-30000 0.021 0.271 0.061 0.481 2.301 4.211 0.101

300001-40000 0.041 0.551 0.221 1.241 3.161 12.311 0.371
OVER 400000 • 0.031 0.921 0.251 1.811 6.361 22.091 0.001
ESTIH MED.MN $26,000 $44,700 $44,600 $55,600 $84,900 $182,200 $45,000

The e s t i m a t e d  m ed ian  1s t h e  l e v e l  o f  1984 AGI whe re  one h a l f  o f  t h e  
I n c l u s i o n ,  e x c l u s i o n  o r  d e d u c t i o n  d o l l a r s  a r e  fo u n d  on r e t u r n s  w i t h  l e s s  th a n  
t h i s  AGI and h a l f  on r e t u r n s  w i t h  more t h a n  t h i s  A G I .  The e x c e p t i o n  Lo t h i s
1s t h e  p e r c e n t  o f  r e t u r n s  c o lum n  ( c o l .  2)  w h e re  number  o f  r e t u r n s  d e t e r m i n e d

•  t h e  m e d i a n .  H a l f  o f  t h e  r e t u r n s  I n  t h e  1988 l o w  case  had a 1984 AGI o f
$2 6 ,0 0 0  o r  l e s s .

- (  12 ) -



The d i s t r i b u t i o n  o f  Income e x c l u s i o n s  and d e d u c t i o n s  d i f f e r s  among 
h o u s e h o ld s  a l s o .  The t a b l e  b e l o w  shows how t h e s e  a r e  d i s t r i b u t e d  
d i f f e r e n t l y  among Income g r o u p s .  S p e c i a l  e x c l u s i o n s  and d e d u c t i o n s  w i l l  
a l t e r  th e  d i s t r i b u t i o n  o f  t h e  t a x  b u r d e n  d e p e n d i n g  on w h ic h  Income 
s o u r c e s  o r  e x p e n d i t u r e  I t e m s  a r e  g i v e n  f a v o r a b l e  t a x  t r e a t m e n t .  For  
I n s t a n c e ,  h a l f  o f  t h e  d o l l a r s  c l a i m e d  as s t a n d a r d  d e d u c t i o n s  o c c u r r e d  on 
r e t u r n s  w i t h  AGI l e s s  t h a n  $ 1 0 , 5 0 0 ,  w h i l e  t h e  c o m p a r a b le  f i g u r e  f o r  
I t e m i z e d  d e d u c t i o n s  1s $ 3 5 , 2 0 0 .  T h e r e  1s I n t e r a c t i o n  1n t h e  f u n c t i o n  o f  
t h e s e  tw o ,  so a change  1n one w i l l  a f f e c t  t h e  o t h e r .

TABLE 6
1988 DISTRIBUTION OF INCOME EXCLUSIONS 

AND INCOME DEDUCTIONS

PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT
ADJ GROSS PERCENT OF OF OF OF OF OF OF OF OF OF

INCOAE OF ADJ GROSS SAVIN6S ITEMIZED STANDARD MEDICAL PROP TAI TO INT V40RT INT nisc VALUE OF
GROUP RETURNS INCOME EICIUSNS DEDUCTIONS DEOUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS DEDUCTIONS E1EHPTI0NS

LOSS 1.191 -0.751 1.102 1.452 1.352 15.912 1.312 1.212 1. 2.012 1.402
0- 10000 22.041 3.742 1.092 12.042 27.372 11.002 1.552 1.122 1. 1.832 14.262
10001-20000 20.442 9.422 4.112 12.942 25.322 25.102 4.232 3.552 3. 6.071 16.622
20001-30000 14.922 11.542 9.822 11.872 17.862 16.302 8.352 7.972 8. 9.862 14.892
30001-40000 11.902 13.132 20.132 11.752 11.942 11.442 12.302 12.622 13. 13.412 14.002
40001-50000 9.24! 13.072 15.292 10.942 7.292 7.922 14.092 14.602 14. 13.572 11.892
50001-40000 4.542 11.302 6.432 10.052 3.812 4.532 13.672 15.072 15. 12.122 8.782
40001-70000 4.442 9.512 4.532 7.842 2.092 2,522 11.552 12.082 12. 9.962 6.382
70001-80000 3.242 7.792 6.872 6.242 1.172 1.952 9.392 9.782 9. 8.052 4.542
80001-90000 2.152 5.942 5.192 4.622 0.732 1.142 7.672 7.072 6. 6.502 2.942
90001-100000 1.342 4.282 4.282 3.212 0.412 i.662 4.822 4.742 4. 5.142 1.772
100001-15000 2.002 8. IS! 16.482 5.812 0.542 0.992 9.082 8.562 7. 9.652 2.402
150001-20000 0.172 1.122 2.892 0.612 0.032 0.062 1.082 0.902 0. 1.192 0.062
200001-30000 0.022 0.272 0.572 0.092 0.002 0.002 0.132 • 0.142 0. 0.091 • 0.002
300001-40000 0.042 0.552 0.432 0.192 0.012 0.002 0.362 0.262 0. 0.082 0.002
OVER 400000 0.032 0.922 0.722 0.272 0.002 0.002 0.332 0.252 0. 0.412 0.002
ESTIfl NEDIAN 424,000 444,700 443,900 435,200 410,500 413,900 454,700 454,600 454,6 465,300 435,400
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Comparison o f  S ta te  S tru c tu re s

scope 
o t h e r  
f o l l o w s

Our a l t e r n a t i v e s  were  d e v e l o p e d  as I l l u s t r a t i o n s  o f  I n f o r m a t i o n  
and s t r u c t u r a l  c o m p a r i s o n  o n l y ;  h o w e v e r ,  1 f  t h e y  were  compared t o  
s t a t e s  w i t h  I n d i v i d u a l  Incom e t a x e s ,  t h a t  c o m p a r i s o n  w ou ld  be as

TABLE 7
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As n o t e d  p r e v i o u s l y ,  t h e  t a x  r a t e s  i n  t h e  benchmark  a l t e r n a t i v e  
( o n e )  we re  1n e f f e c t  t e n  y e a r s  p r i o r  t o  t h e  f i r s t  f o r e c a s t  y e a r ,  1988 .  
S i g n i f i c a n t  i n f l a t i o n  has a l t e r e d  t h e  t a x  base so t h e s e  r a t e s  c o u l d  be 
o n e r o u s .  I n f l a t i o n  f r o m  1978 t o  O c t o b e r  1986 has been 69 .1  p e r c e n t  and 
o v e r  t h e  e n t i r e  t e n  y e a r  p e r i o d  i s  e s t i m a t e d  t o  be 8 4 . 4  p e r c e n t .  Lack o f  
i n f l a t i o n  a d j u s t m e n t  t o  t h e  t a x  b r a c k e t s  1n t h e  r a t e  s t r u c t u r e  w i l l  
n e c e s s a r i l y  l e a d  t o  b r a c k e t  c r e e p .  What  t h i s  means i n  p r a c t i c a l  t e r m s ,  
1s t h a t  t a x p a y e r s  may be no b e t t e r  o f f  1n any  r e a l  sense ( t h e i r  in c om e ,  
a f t e r  a d j u s t m e n t  f o r  i n f l a t i o n ,  i s  no g r e a t e r )  b u t  may have t o  pay 
g r e a t e r  p o r t i o n s  i n  t a x .  T h i s  can be m i t i g a t e d  w i t h  i n f l a t i o n  in d e x e d  
t a x  b r a c k e t s .

F e d e r a l  t a x  l a w  has a l s o  changed t h e  t a x  b a s e  s i g n i f i c a n t l y .  Our 
e s t i m a t e  o f  t h e  re v e n u e  y i e l d  i n  1988 u n d e r  t h e  o l d  t a x  la w  w i t h  no 
f e d e r a l  t a x  l a w  change  Lo t h e  t a x  base  i s  o v e r  $35 m i l l i o n  l e s s  t h a n  t h e  
a l t e r n a t i v e s  1n t h i s  s t u d y .  The e s t i m a t e d  t a x  re v e n u e  f r o m  o u r
i l l u s t r a t i v e  a l t e r n a t i v e s  i s  o v e r  3 5 . 2 5  p e r c e n t  o f  t h e  t h e  t a x p a y e r s '  
e s t i m a t e d  f e d e r a l  t a x  f o r  t h o s e  y e a r s  ( co m pa red  t o  r a t e s  r a n g i n g  f r o m  19 
t o  26 p e r c e n t  f o r  s t a t e s  w i t h  p e r c e n t a g e  o f  f e d e r a l  r a t e  s t r u c t u r e s  i n  
t h e  t a b l e  a b o v e ,  1 .  e .  Rhode I s l a n d ,  N e b ra sk a  and V e r m o n t ) .  A d d i t i o n a l l y ,
t h e  o l d  h i g h e s t  r a t e  e f f e c t i v e  i n  a l t e r n a t i v e  one  ( 1 4 . 5  p e r c e n t )  i s
h i g h e r  t h a n  a n y  o t h e r  s t a t e ,  ( 1 3 . 5  p e r c e n t  i n  New Y o r k ) .  I n  o u r  f l a t  
r a t e  t a x  a l t e r n a t i v e  ( t h r e e ) ,  o u r  t a x  r a t e  o f  s i x  p e r c e n t  i s  h i g h e r  t h a n  
any o t h e r  s t a t e  t h a t  has a f l a t  r a t e  ( 1 .  e .  I l l i n o i s ,  I n d i a n a ,
M a s s a c h u s e t t s ,  M i c h i g a n ,  and P e n n s y l v a n i a ) .



GENERAL DESCRIPTION OF THE ECONOMIC SCENARIOS

The r e v e n u e  w h i c h  can be g e n e r a t e d  by any  In com e t a x  s t r u c t u r e  1s 
o b v i o u s l y  d e p e n d e n t  on t h e  f u t u r e  c o u r s e  o f  t h e  A l a s k a n  economy. I t  1s 
p r o b a b l y  s a f e  t o  say t h a t  u n c e r t a i n t y  a b o u t  t h a t  c o u r s e  1s g r e a t e r  a t  t h e  
p r e s e n t  t i m e  th a n  a t  any t i m e  1n r e c e n t  A l a s k a  h i s t o r y .  The f u t u r e  
movement o f  o i l  p r i c e s  1s a key d e t e r m i n a n t  as a r e  s t a t e  p o l i c y  r e s p ons es  
t o  s i g n i f i c a n t l y  l o w e r  l e v e l s  o f  r e v e n u e .  B r i e f l y ,  a case  can be made 
f o r  a w id e  ra n g e  o f  econom ic  o u tc o m e s .

A l a r g e  number o f  econom ic  s c e n a r i o s  combined w i t h  a v a r i e t y  o f  t a x  
s t r u c t u r e s  can q u i c k l y  l e a d  t o  a p r o l i f e r a t i o n  o f  cases  w h i c h  can
ove rw he lm  b o t h  r e s e a r c h e r s  and p o l i c y  m a k e r s .  As a consequence  we have 
l i m i t e d  t h i s  I n i t i a l  a n a l y s i s  t o  tw o  econom ic  s c e n a r i o s  and t o  t h r e e  t a x  
s t r u c t u r e s .

W i th  t h e  c a v e a t  t h a t  1 t  1s f a i r l y  c o s t l y  t o  r u n  d i f f e r e n t  t a x  
s t r u c t u r e s  a g a i n s t  t h e  d a t a  b a s e ,  we have c o n s i d e r a b l e  f l e x i b i l i t y  w i t h  
r e g a r d  to  m o d e l l i n g  d i f f e r e n t  s t r u c t u r e s .  U n f o r t u n a t e l y  we have v e r y
l i t t l e  f l e x i b i l i t y  w i t h  r e g a r d  t o  econom ic  s c e n a r i o s .  E c o n o m e t r i c  mode ls  
w h i c h  have been d e v e lo p e d  by s t a t e  a g e n c i e s  have  been r e n d e r e d  
I n o p e r a t i v e  due t o  t h e  d e p a r t u r e  o f  key  p e r s o n n e l .  Access  t o  u n i v e r s i t y  
o r  p r i v a t e  m od e ls  w o u ld  have I n v o l v e d  c o n t r a c t u a l  f u n d s  w h i c h  s i m p l y  we re  
n o t  a v a i l a b l e .

Because o f  t h i s  p r o b le m  we were  f o r c e d  t o  r e l y  on an a l r e a d y  
p u b l i s h e d  f o r e c a s t .  I n  March o f  1986 ISER p r e p a r e d  a w o r k i n g  p a p e r
t i t l e d  "The Im p a c t  o f  C o l l a p s e  o f  th e  W o r ld  011 M a r k e t  on t h e  A l a s k a  
Econom y. 1̂ 1 1 ) The p a p e r  e s s e n t i a l l y  p r e s e n t s  two c a s e s  -  one based on 
s t a t e  re v e n u e s  as f o r e c a s t e d  1n December  1985 b e f o r e  t h e  s e v e r e  o i l  p r i c e  
d e c l i n e  and one based on r e v e n u e s  w h i c h  a p p r o x i m a t e  t h o s e  c u r r e n t l y  
f o r e c a s t e d .  I n  t h e  f o r m e r  case s t a t e  g e n e r a l  f u n d  a p p r o p r i a t i o n s  f a l l  t o  
a b o u t  74 p e r c e n t  o f  1986 l e v e l s  by 1990 w h i l e  1n t h e  l a t t e r  case  t h e s e  
a p p r o p r i a t i o n s  f a l l ' t o  a b o u t  47 p e r c e n t  o f  1986 l e v e l s .  I n  a d d i t i o n  t h e  
p a pe r  shows o t h e r  key  v a r i a b l e s  -  e m p lo y m e n t ,  p o p u l a t i o n  and p e r s o n a l  
Income -  a l s o  as a p e r c e n t  o f  1986 l e v e l s .  W h i l e  t h i s  a n a l y s i s  w o u ld  be 
s t r e n g t h e n e d  by an a p p r o a c h  w h i c h  com b ined  t h e  t a x  f o r e c a s t i n g  model  w i t h  
c us to m  t a i l o r e d  econom ic  f o r e c a s t s  we f e e l  t h e  two cases  we have 
a v a i l a b l e  p r o v i d e  u s e f u l  g u i d a n c e  on t h e  s e n s i t i v i t y  o f  o u r  r e s u l t s  t o
econom ic  o u t c o m e s .



GENERAL DESCRIPTION OF THE TABLE FORMATS AND TERMS

T here  a r e  t h r e e  a l t e r n a t i v e  t a x  s t r u c t u r e s  c o n s i d e r e d  i n  t h i s  
r e p o r t .  Each s t r u c t u r e  1s d e s c r i b e d ,  t h e  t a x  I s s u e s  d i s c u s s e d ,  
p r o j e c t i o n  t a b l e s  a r e  p r e s e n t e d ,  and t h e  re v e n u e  c o l l e c t i o n s  e s t i m a t e s  
a r e  p r o v i d e d .

A s e t  o f  tw o  t a b l e s  1s p r e s e n t e d  f o r  each y e a r  1n t h e  p r o j e c t i o n  
p e r i o d ,  1988 t h r o u g h  1992 ,  and f o r  each o f  two econom ic  s c e n a r i o s  
( d e s c r i b e d  b r i e f l y  a b o v e ) .  The f i r s t  t a b l e  1n t h e  s e t  1s t h e  sum f o r  
each v a r i a b l e ,  and t h e  second s e t  1s t h e  mean f o r  each  non ze ro  v a l u e  o f  
t h e  v a r i a b l e .  Mean v a l u e s  h e l p  d e t e r m i n e  w h a t  1s t h e  Im p ac t  o f  t h e  
I n d i v i d u a l  v a r i a b l e s  on t h e  a v e r a g e  t a x  r e t u r n  1n t h e  Income g r o u p .

The v a r i a b l e s  c o n s i d e r e d  f o r  t h e  t a x  a l t e r n a t i v e s  and econom ic  
s c e n a r i o s  a r e :

These v a r i a b l e s  a r e  p r e s e n t e d  f o r  each o f  15 a d j u s t e d  g r o s s  Income 
g ro u p s  (AGI  GROUP) and f o r  t h e  t o t a l .  The d a t a  was g ro u p e d  by 1984 AGI 
because  1 t  was f e l t  1 t  w o u ld  a i d  1n t h e  I n t u i t i v e  i n t e r p r e t a t i o n s  o f  t h e  
t a b l e s .  I t  i s  a l s o  p o s s i b l e  t o  g r o u p  by t h e  AGI o f  t h e  r e l e v a n t  t a x  y e a r .

Wages & S a l a r i e s ;
A d j u s t e d  Gross  Incom e;
T a x a b l e  In com e ;
Number o f  P e r s o n a l  E x e m p t i o n s ;
V a lu e  o f  P e r s o n a l  E x e m p t i o n s ;
I t e m i z e d  D e d u c t i o n s ;
S t a n d a r d  D e d u c t i o n s ;
Tax L i a b i l i t y  1 f  PFD 1s T a x a b l e ;
Amount o f  Tax  L i a b i l i t y  P a id  f r o m  F e d e r a l  Tax ;
Tax L i a b i l i t y  1 f  PFD 1s n o t  T a x a b l e ;  and
Leakage  o f  Tax t o  M u n i c i p a l i t i e s  ( f r o m  P r o p e r t y  T a x ) .

- (  17 ) -



T h is  a l t e r n a t i v e  a t t e m p t s  t o  r e i n s t a t e ,  l a r g e l y ,  t h e  t a x  s t r u c t u r e  
e f f e c t i v e  1n A l a s k a  b e f o r e  1 t  v/as r e p e a l e d .  T h a t  s t r u c t u r e  had I t s  own 
s e t  o f  p r o g r e s s i v e  t a x  r a t e s  g ro u p e d  by f i l i n g  s t a t u s ,  and was 
p ig g y b a c k e d  t o  t h e  f e d e r a l  la w  f o r  m os t  o f  I t s  t a x  base  e l e m e n t s .

Tax Base

The f e d e r a l  la w  has changed d r a m a t i c a l l y  s i n c e  t h e  A l a s k a  
I n d i v i d u a l  Income t a x  was 1n e f f e c t .  T h i s  p r o p o s a l  assumes t h a t  t h e  I 
changes a d o p t e d  by t h e  f e d e r a l  g o v e r n m e n t  w i l l  be r e f e r e n c e d  1n A l a s k a  I 
S t a t u t e  much as t h e y  were  1n 1 9 7 8 - 1 9 7 9 .  T h i s  w i l l  r e s u l t  1n t h e  ]
e x p a n s io n  o f  t h e  t a x  base t h r o u g h  t h e  I n c l u s i o n  o f  more I te m s  1n Income,  /
a d e c r e a s e  1n b o t h  e x c l u s i o n s  arid I t e m i z e d  d e d u c t i o n s  f r o m  Incom e,  and an I
I n c r e a s e  1n s t a n d a r d  d e d u c t i o n s  and t h e  v a l u e  o f  e x e m p t i o n s ,  r e s u l t i n g  1n J 
l o w e r  t a x a b l e  Income 1n t h e  l o w e r  p a r t  o f  t h e  Income d i s t r i b u t i o n  and / 
h i g h e r  t a x a b l e  Income 1n th e  u p p e r  p a r t  o f  t h e  Income d i s t r i b u t i o n .  The ' 
s p e c i f i c s  o f  t h e  changes  r e s u l t i n g  f r o m  t a x  r e f o r m  a t  t h e  f e d e r a l  l e v e l  
a r e  a v a i l a b l e  1n a number  o f  p u b l i c a t i o n s  and we w i l l  n u t  a l t e m p t  t o  
d i s c u s s  t h o s e  h e r e .  The p r o v i s i o n s  o f  t h e  new la w  t h a t  we assume w ou ld  
be e f f e c t i v e  f o r  t h i s  p r o p o s a l  a r e  summar ized  b e l o w .

Income I n c l u s i o n s  and E x c l u s i o n s

I n c l u d e d  as t o t a l  Ip.come a r e  w ages ,  s a l a r i e s ,  t i p s ,  I n t e r e s t
Incom e,  d i v i d e n d s ,  Income t a x  r e f u n d s ,  a l i m o n y  r e c e i v e d ,  b u s i n e s s  Income,  
c a p i t a l  g a i n s ,  p e n s i o n s ,  IRA and a n n u i t y  d i s t r i b u t i o n s ,  r e n t s ,  r o y a l t i e s ,  
p a r t n e r s h i p ,  e s t a t e s ,  t r u s t s ,  f a r m  - Inc om e ,  un em p loym e n t  I n s u r a n c e  ( w h i c h  
we a r e  u n a b l e  to  I n c l u d e  1n o u r  m o d e l ) ,  s o c i a l  s e c u r i t y  b e n e f i t s  and f 
o t h e r  Incom e.  The new F e d e r a l  law  e l i m i n a t e s  t h e  $100 -  $200 e x c l u s i o n  \  
o f  d i v i d e n d  Income and t r e a t s  t h e  f u l l  amount  o f  c a p i t a l  g a i n  as o r d i n a r y  C 
Income.  The A l a s k a  Pe rmanen t  Fund D i v i d e n d  1s i n c l u d e d  as Incom e.  '

New r e s t r i c t i o n s  a r e  now I n c l u d e d  1n t h e  F e d e r a l  l aw  w h i c h  d e f i n e  
p a s s i v e  and a c t i v e  p a r t i c i p a t i o n  1n v e n t u r e s  and s e t  l i m i t s  f o r  h i g h e r  
Income t a x p a y e r s  on o f f s e t t i n g  l o s s e s  o f  any k i n d .  P a s s i v e  l o s s e s  c a n n o t  
be used t o  o f f s e t  o t h e r  Income e x c e p t  f o r  $ 2 5 ,0 0 0  1n p a r t i c i p a t o r y  r e n t a l  
l o s s e s .  ( P a s s i v e  l o s s e s  o c c u r  p a r t i c u l a r l y  1n some p a r t n e r s h i p  and 
r e n t a l  a c t i v i t i e s . )

A d d i t i o n a l l y ,  A l a s k a  I n d i v i d u a l  Income t a x  l a w  d i d  I n c l u d e  t h e 
F e d e r a l  c o s t  nf l i v f n g  a | Towance ana e x c lu d e d "  exem pt  j i g n s j o n s  and 
a n n u i t i e s ,  military p^y nf n o n r e s i den t s  s e r v i n g  i n  A l a s k a , and Income 
f r o m  U. — g o v e r n m e n t  s e c u r i t i e s .  Because o u r  d a t a  bases  d 1 d ” n o T “ have  , 
s u f f i c i e n t  d e t a i l  t o  I s o l a t e  t h e s e  e l e m e n t s ,  1 t  1s d i f f i c u l t  t o  q u a n t i f y  
t h e i r  I m p a c t .  C o n c e p t u a l l y  o u r  f i g u r e s  ( w h i c h  r e l y  on t h e  F e d e r a l  Income \  
t a x  d a t a )  w o u l d  e x c l u d e  t h e  F e d e r a l  c o s t  o f  l i v i n g  a l l o w a n c e  and I n c l u d e  j  
t h e  pay o f  m i l i t a r y  s t a t i o n e d  1n A l a s k a .  Exempt  p e n s i o n s ,  a n n u i t i e s  a n d '  
U. S. g o v e rn m e n t  s e c u r i t i e s  income w o u ld  be e x c l u d e d .

ALTERNATIVE ONE: 1978 ALASKA RATES/ FEDERAL TAX BASE

- (  1 8  ) -



Under  t h e  new F e d e r a l  l a w ,  o n l y  t h e  Keogh p l a n  c o n t r i b u t i o n s ,  
s a v i n g s  w i t h d r a w a l  p e n a l t i e s  and a l i m o n y  p a i d  a d j u s t m e n t s  f r o m  Income 
r e m a i n .  E l i m i n a t e d  1s t h e  Two E a r n e r  a d j u s t m e n t ;  w h i l e  t h e  IRA 
a d j u s t m e n t  1s phased o u t  a t  h i g h e r  Income l e v e l s  o r  e l i m i n a t e d  1 f  t h e  
e m p lo y e r  c o v e r s  t h e  em p loyee  w i t h  a r e t i r e m e n t  p l a n .  The m ov ing  expense 
and em p lo y ee  b u s i n e s s  expense a d j u s t m e n t  a r e  now d e d u c t i o n s .

T r e a t m e n t  o f  t h e  A l a s k a  Pe rm anen t  Fund D i v i d e n d

Income Ad justm ents

A l l  o f  t h e  a l t e r n a t i v e s  p r e s e n t e d  show t a x  l i a b i l i t y  w i t h  PFD b o th  
t a x a b l e  and n o t  t a x a b l e .  The 1988 lo w  c as e  T a b l e  8 f o l l o w i n g  I n d i c a t e s  a 
l o s s  o f  $ 1 6 . 6  m i l l i o n  1n t a x e s  f r o m  e x c l u s i o n  o f  t h e  PFD f r o m  t a x a b l e
Income ( $ 3 9 9 . 3  
e x c l u d e d ) .  The

m i l l i o n  w i t h  PFD I n c l u d e d  -  $ 3 8 2 .7  m i l l i o n  w i t h  
t a x a b l e  Income shown 1n t h e  t a b l e s  1s w i t h  PFD

t a x a b l e .  C h i l d r e n  and o t h e r  
t a x  on t h e  PFD. The e s t i m a t e s

1988
1989
1990
1991
1992 

v a l u e s  f r o m  
Revenue.  O 2 )

PFD
n o t
pay

These a r e  r o und ed  
t h e  D e p a r t m e n t  o f

p e r s o n s  n o t  r e q u i r e d  t o  f i l e  w i l l  n o t  
o f  the  PFD a r e  as f o l l o w s :

$750
$800
$800
$800
$800

t h e  December  1986 Long Run F i s c a l  Model  o f

N o n r e s i d e n t  A p p o r t i o n m e n t

As was done 1n t h e  1978 A l a s k a  I n d i v i d u a l  . I n c o m e  t a x  l a w ,  
n o n r e s i d e n t  w o r k e r s  a p p o r t i o n  t h e i r  Income by s o u r c e  s t a t e  1n t h i s
p r o p o s a l .  The a p p o r t i o n m e n t_____r a t i o _I s  o b t a i n e d  by d i v i d i n g  A l a s k a
a d j u s t e d - _ q r o s s  Income ( In co m e  e a rn e d  1n t h i s  s t a t e  o r  a t t r i b u t a b l e  t o
I n v e s t m e n t s  1n t h i s  s t a t e )  by . t o t a l  . . a d ju s te d . . .  g r o s s ,  in com e .  The r a t i o  
o b t a i n e d  1s used t o  a d j u s t  e x e m p t i o n s  and s t a n d a r d  d e d u c t i o n .  I t e m i z e d  
d e d u c t i o n s  a r e  a p p o r t i o n e d  t o  A l a s k a  based on t h e  e x p e n d i t u r e  l o c a t i o n ,
p r o p e r t y  s i t e  o r  s o u r c e  o f  Income t o  pay  t h e  e x p e n d i t u r e .

S t a n d a r d  D e d u c t i o n

The f o l l o w i n g  s t a n d a r d  d e d u c t i o n s  a r e  assumed to  be a do p te d  f r o m  th e  
F e d e r a l  Code and a r e  I n d e x e d  y e a r l y  f o r  i n f l a t i o n .

F i l i n g  S t a n d a r d
S t a t u s  D e d u c t i o n

S i n g l e  $ 3 , 0 0 0
M a r r i e d  F i l i n g  J o i n t  $ 5 ,0 0 0
M a r r i e d  F i l i n g  Sep $ 2 , 5 0 0
Head o f  H ou s e h o ld  $ 4 ,4 0 0

A d d ' n l  f o r  B l i n d n e s s /  
Age Exem pt ion________

$750 p e r  E xem pt ion  
$600 p e r  E xem pt ion  
$600 p e r  Exem pt ion  
$750 p e r  Exem pt ion

- (  19 ) -



I tem ized  Deductions

Those w i t h  g r e a t e r  t h a n  t h e  s t a n d a r d  d e d u c t i o n  can I t e m i z e  
d e d u c t i o n s  on s t a t e  r e t u r n s  as done  on t h e  F e d e r a l  r e t u r n .  A l a s k a  Income 
t a x e s  c a n n o t  be d e d u c te d  f o r  A l a s k a  t a x  a l t h o u g h  t h e y  can f o r  F e d e r a l  
Income t a x .  M e d i c a l  expenses  i n  ex c es s  o f  7 . 5  p e r c e n t  o f  a d j u s t e d  g r o s s  
Income a r e  d e d u c t i b l e .  S a le s  t a x e s  a r e  n o t  d e d u c t i b l e  b u t  p r o p e r t y  t a x e s  
a r e .  Home m o r tg a g e  I n t e r e s t  ( f o r  p r i m a r y  and s e c o n d a r y  r e s i d e n c e s )  1s 
s t i l l  d e d u c t i b l e ,  b u t  c o n s u . - j r  I n t e r e s t  1s phased o u t  and o t h e r  m o r tg a g e  
I n t e r e s t  1s no l o n g e r  d e d u c t i b l e .  U n io n  and p r o f e s s i o n a l  d u e s ,  t a x  
r e t u r n  p r e p a r a t i o n  f e e s ,  e m p loy ee  b u s i n e s s  expenses  a r e  a l s o  d e d u c t i b l e ,  
b u t  mus t  t o t a l  more t h a t  tw o  p e r c e n t  o f  a d j u s t e d  g r o s s  Incom e.  Mov ing  
expenses  a r e  d e d u c t i b l e .

P e r s o n a l  E x e m p t io n s

E x e m p t io n s  a r e  a v a i l a b l e  f o r  t h e  t a x p a y e r ,  s p o u s e ,  d e p e n d e n ts  and 
f o r  c e r t a i n  d e b i l i t a t i n g  c o n d i t i o n s .  They a r e  w o r t h  $ 1 , 9 5 0  each 1n 1988 ,  
$ 2 ,0 0 0  1n 1989 and a r e  I n d e x e d  f o r  I n f l a t i o n  t h e r e a f t e r .  Fo r  h i g h e r ,  
income t a x p a y e r s ,  t h e  v a l u e  o f  t h e s e  e x e m p t i o n s  1s re duced  by f i v e  

-  p e r c e n t  o f  t a x a b l e  Income 1 f  t a x a b l e  Income 1s g r e a t e r  t h a n  the  t h r e s h o l d  
amoun t  ( w h i c h  1s I n d e x e d  y e a r l y  f o r  I n f l a t i o n ) .

F 1 l i n g  
S t a t u s

Income
T h r e s h o l d

S i n g l e  $ 8 9 ,5 6 0
M a r r i e d  F i l i n g  J o i n t  $ 1 4 9 ,2 0 0
M a r r i e d  F 1 l ' g  S e p a r a t e l y  $ 1 1 3 ,3 0 0  
Head o f  H o u s e h o ld  $ 1 2 3 ,7 9 0

Tax C r e d i t s

We have  n o t  i n c l u d e d  any  t a x  c r e d i t s  1n t h e s e  p r o p o s a l s .  Summar ies 
o f  t h e  m a j o r  t a x  c r e d i t s  e f f e c t i v e  1n A l a s k a  and p r o f i l e s  o f  t h e  
t a x p a y e r s  and amounts  c r e d i t e d  have  been p u b l i s h e d  p r e v i o u s l y  and a r e  
a v a i l a b l e  f r o m  t h i s  o f f i c e . O 3 )



Tax Rates

Tax r a t e s  e f f e c t i v e  f o r  t h e  1978 and 1979 A l a s k a  I n d i v i d u a l  Income 
t a x  a r e  assumed t o  be r e - a d o p t e d  f o r  t h i s  p r o p o s a l .

I t  may be a d v i s a b l e  t o  c o n s i d e r  c h a n g i n g  t h e s e  b r a c k e t s  t o  r e f l e c t  
t h e  e f f e c t s  o f  I n f l a t i o n  on In c o m e .  I n f l a t i o n  f r o m  1978 to  O c t o b e r  1986 
has been 69 .1  p e r c e n t ,  and o v e r  t h e  e n t i r e  t e n  y e a r  p e r i o d  1s e s t i m a t e d  
t o  be 8 4 .4  p e r c e n t .  One way t o  a d j u s t  a p r o g r e s s i v e  r a t e  t a b l e  w o u ld  be 
t o  a d j u s t  t h e  Income b r a c k e t  am oun ts  upward by t h e  amount  o f  I n f l a t i o n  
s i n c e  1978.

These r a t e s  w e re  d e s i g n e d  t o  a p p l y  t o  a t a x  base  w i t h  a ran g e  o f  
e x c l u s i o n s  and d e d u c t i o n s .  W i t h  t h e  new f e d e r a l  t a x  r e f o r m ,  Income i s  
much more f u l l y  exposed  t o  t a x a t i o n .  We e s t i m a t e  a l m o s t  $640 m i l l i o n  ( o r  
8 . 5  p e r c e n t )  more Income i s  s u b j e c t  t o  t a x a t i o n .  I t  may be a d v i s a b l e  t o  
c o n s i d e r  c h a n g i n g  t h e s e  b r a c k e t s  t o  r e f l e c t  t h i s  e x p o s u r e  t o  t a x a t i o n .  

'O u r  e s t i m a t e  o f  t h e  re v e n u e  y i e l d  1n 1988 u n d e r  t h e  o l d  t a x  law  w i t h  no! 
f e d e r a l  t a x  l a w  change  t o  t h e  t a x  base 1s o v e r  $35 m i l l i o n  l e s s  t h a n  t h e  

( a l t e r n a t i v e s  1n t h i s  s t u d y .

The 1 9 7 8 /1 9 7 9  r a t e s  and r a t e  b r a c k e t s  a r e  p r e s e n t e d  b e lo w .



ISSUES

I t  1s d i f f i c u l t  t o  d e t e r m i n e  t h e  e f f e c t s  on economic  e f f i c i e n c y  
a s s o c i a t e d  w i t h  re1m p os 1 t1 on  o f  a s t a t e  Income t a x .  I n d i v i d u a l s  and 
b u s i n e s s e s  a r e  m ak ing  a d j u s t m e n t s  1n l i g h t  o f  t h e  new f e d e r a l  t a x  and i t  
1s d i f f i c u l t  t o  d e t e r m i n e  w h a t  a d d i t i o n a l  a d j u s t m e n t s  w o u ld  o c c u r  1n 
r e s p o n s e  t o  a s t a t e  Income t a x .

Income E l a s t i c i t y

The Income e l a s t i c i t y  o f  _ 1 n d 1 v 1 d u a l  Income t a x  r e v e n u e s ,  g i v e n  
p r o g r e s s i v e  r a t e s ,  1 s " g r e a t e r ' t h a n  one w h i c h  1s t o  say  a g i v e n  p e r c e n t a g e  
change  1n Income w i l l  p r o d u c e  a l a r g e r  p e r c e n t a g e  change 1n t a x  
r e v e n u e s .  T h u s ,  d u r i n g  p e r i o d s  o f  income g r o w t h ,  I n d i v i d u a l  Income t a x
re v e n u e s  w i l l  I n c r e a s e  more t h a n  i n  p r o p o r t i o n  t o  t h e  g r o w t h  a n d ,  d u r i n g  
p e r i o d s  o f  Incom e d e c l i n e ,  t h e y  w i l l  f a l l  more t h a n  i n  p r o p o r t i o n  t o  t h e  
d e c l i n e .  T h i s  makes t h e  I n d i v i d u a l  Income t a x  r e l a t i v e l y  u n s t a b l e  i n  
te r m s  o f  y i e l d .

E q u i t y

In  te r m s  o f  e q u i t y  t h e  I n d i v i d u a l  Income t a x  1s g e n e r a l l y  
c o n s i d e r e d  t h e  " f a i r e s t "  t a x .  The b u r d e n  o r  I n c i d e n c e  o f  t h e  t a x  f a l l s
p r i m a r i l y  on t h e  i n d i v i d u a l  t a x p a y e r  and t h e r e  1s l e s s  o p p o r t u n i t y  f o r  
s h i f t  o f  I n c i d e n c e  compared w i t h  t h e  c o r p o r a t e  Income o r  b u s i n e s s  t y p e  
t a x e s .  G iven  a p r o g r e s s i v e  r a t e  s c h e d u l e ,  t h e  t a x  b u rd en  1s based on th e  
" a b i l i t y  t o  p a y "  p r i n c i p l e  o f  t a x a t i o n  and th e  n o m in a l  I n c i d e n c e  1s 
p r o g r e s s i v e .  T h a t  i s ,  as Income l e v e l  o f  t h e  t a x p a y e r  I n c r e a s e s ,  t h e  
n o m in a l  t a x  r a t e  a l s o  I n c r e a s e s .  I t  s h o u l d  be n o te d  th o u g h  t h a t  s t a t e  
Income t a x e s  a r e  d e d u c t i b l e  when c o m p u t i n g  t a x a b l e  Income f c r  f e d e r a l  
Income t a x  p u r p o s e s  1 f  t h e  i n d i v i d u a l  I t e m i z e s  d e d u c t i o n s .  T h i s  has t h e  
e f f e c t  o f  r e d u c i n g  t h e  b u rd e n  on I n d i v i d u a l s  w i t h  h i g h e r  Incomes who a r e  
s u b j e c t  t o  h i g h e r  m a r g i n a l  r a t e s  a t  t h e  f e d e r a l  l e v e l  and a r e  a l s o  more
l i k e l y  t o  be 1n a p o s i t i o n  t o  I t e m i z e .  The e f f e c t  1s t o  r e d u c e  t n e
p r o g r e s s i v i t y  o f  t h e  t a x  b u rd e n  a t  t h e  s t a t e  l e v e l .  T h i s  e f f e c t  w i l l  be 
r e d u c e d ,  h o w e v e r ,  1n l i g h t  o f  r e c e n t  s c h e d u le d  incom e t a x  r a t e  r e d u c t i o n s  
e n a c te d  a t  t h e  f e d e r a l  l e v e l .

Ad m i n i s t r a t i o n  and C o m p l ia n c e

R e i n s t a t i n g  t h e  I n d i v i d u a l  Income t a x  a f t e r  d i s m a n t l i n g  t h e  
a d m i n i s t r a t i v e  and c o m p l i a n c e  f u n c t i o n s  1n t h e  D e p a r tm e n t  o f  Revenue 
c o u l d  I n v o l v e  c o n s i d e r a b l e  s t a r t  up c o s t s .  A u d i t  and c o l l e c t i o n  
f u n c t i o n s  w o u ld  have t o  be b r o u g h t  back  on l i n e .  P e r s o n n e l  w o u ld  have t o  
be h i r e d  and t r a i n e d ,  c o m p u t e r  p rog ram s  and p r o c e d u r e s  d e v e l o p e d ,  e t c .  
However ,  once t h e  i n i t i a l  s t a r t  up p e r i o d  was c o m p l e t e d ,  a d m i n i s t r a t i v e  
and c o m p l i a n c e  c o s t s  s i m i l a r  t o  p r e v i o u s  l e v e l s  r e l a t i v e  t o  t a x  
c o l l e c t i o n s  w o u l d  p r o b a b l y  be a c h i e v e d .

Economic E f f i c ie n c y

-< 22 ) -



The A l a s k a  Net  Income Tax la w  as 1 t  a p p l i e s  t o  c o r p o r a t i o n s  and as 
1 t  a p p l i e d  t o  I n d i v i d u a l s  b e f o r e  t h o s e  s e c t i o n s  w e r e  r e p e a l e d  1s 
p ig g y b a c k e d  on t h e  f e d e r a l  Income t a x  l a w .  T h i s  means b a s i c a l l y  t h a t  t h e  
s t a r t i n g  p o i n t  f o r  c a l c u l a t i n g  A l a s k a  t a x a b l e  Income 1s f e d e r a l  t a x a b l e  
Incom e.  The A l a s k a  la w  f o l l o w s  t h e  f e d e r a l  l a w  as f a r  as a l l o w a b l e  
d e d u c t i o n s  and e x e m p t i o n s  a r e  c o n c e r n e d  u n l e s s  s p e c i f i e d  o t h e r w i s e .  The 
s t a t e  law s p e c i f i e s  I t s  own t a x  r a t e  s c h e d u l e  w h i c h  1s I n d e p e n d e n t  o f  
the  f e d e r a l  r a t e  s c h e d u l e s .

T h i s  p i g g y b a c k i n g  has a d v a n t a g e s  and d i s a d v a n t a g e s .  The a d v a n ta g e s  
a r e  p r i m a r i l y  a d m i n i s t r a t i v e  and r e l a t e  t o  a u d i t ,  c o m p l i a n c e  and 
c o l l e c t i o n s  f u n c t i o n s .  When t h e  IRS a u d i t s  r e t u r n s  and d e t e r m i n e s  t h a t  
t h e r e  s h o u ld  be a d j u s t m e n t s  made t h e y  s h a r e  t h i s  I n f o r m a t i o n  w i t h  t h e  
s t a t e .  T h i s  l o w e r s  t h e  s t a t e ' s  a u d i t  c o s t s  bec aus e  1 t  r e d u c e s  t h e  amount  
o f  I n f o r m a t i o n  on a r e t u r n  t h a t  t h e  s t a t e  m us t  v e r i f y  I n d e p e n d e n t l y .  The 
d i s a d v a n t a g e  o f  p i g g y b a c k i n g  1s t h a t  when f e d e r a l  t a x  l aw s  a r e  changed 
r e l a t i v e  t o  d e d u c t i o n s  and e x e m p t i o n s  t h e r e  may be an I m p a c t  on s t a t e  t a x  
c o l l e c t i o n s  u n l e s s  t h e  s t a t e  change s  I t s  t a x  l a w  a c c o r d i n g l y .

N o n r e s i d e n t  T a x p a y e rs

T h i s  a l t e r n a t i v e  c a p t u r e s  t h e  n o n r e s i d e n t  w o r k e r  i n  t h e  t a x  base 
f a i r l y  e f f e c t i v e l y .  A l a s k a n  e m p l o y e r s  s u b m i t  p a y r o l l  t a x e s  r e g a r d l e s s  o f  
t h e  r e s i d e n c e  o f  t h e  w o r k e r .  The p o t e n t i a l  f o r  a v o i d i n g  e s t i m a t e d  
payments r e m a in s  b u t  1s no w o r s e  o r  b e t t e r  f o r  t h i s  a l t e r n a t i v e  t h a n  any 
o t h e r .

The a p p o r t i o n m e n t  o f  n o n r e s i d e n t  ( o r  p a r t  y e a r  r e s i d e n t )  in c o m e ,  
e x e m p t io n s  and d e d u c t i o n s  a l l  seem f a i r  and a r e  g e n e r a l l y  c o n s i s t e n t  w i t h  
p r a c t i c e  1n o t h e r  s t a t e s .

I n t e r g o v e r n m e n t a l  E f f e c t s

A l l  s t a t e  Income t a x e s  a r e  d e d u c t i b l e  f r o m  F e d e r a l  Income.  T h i s  
causes a l e a k a g e  o f  t a x  f r o m  t h e  f e d e r a l  g o v e r n m e n t  to  t h e  S t a t e .  What 
t h e  1988 l o w  c a s e  T a b l e  8 b e l o w  shows t h a t  f o r  e v e r y  d o l l a r  o f  A l a s k a  
t a x  p a i d ,  t h e  t a x p a y e r  e f f e c t i v e l y  pays o n l y  78£ w h i l e  t h e  F e d e r a l  
gove rnm en t  l e a k s  22 t  o f  1 t  Lo t h e  S t a t e  ( $ 8 6 . 2  m i l l i o n  F e d e r a l  l e a k a g e  /  
$ 3 9 9 .3  m i l l i o n  S t a t e  t a x  l i a b i l i t y ) .

On t h e  o t h e r  ha n d ,  t h e  d e d u c t i b i l i t y  o f  p r o p e r t y  t a x e s  ( g e n e r a l l y  
l e v i e d  a t  t h e  l o c a l  g o v e r n m e n t  l e v e l ) ,  e r o d e s  t h e  t a x  base  o f  t h e  S t a t e .  
The e s t i m a t e d  l e a k a g e  o f  t a x  f r o m  t h e  S t a t e  t o  l o c a l  g o v e rn m e n t  e s t i m a t e d  
unde r  t h i s  a l t e r n a t i v e  1s p r e s e n t e d  1n t h e  t a b l e s  b e l o w .  The 1988 lo w  
case  Ta b le  8 I n d i c a t e s  a l e a k a g e  f r o m  m u n i c i p a l  p r o p e r t y  t a x e s  o f  $ 7 .5  
mi 1 l i o n .

I n f l a t i o n  E f f e c t s

I n f l a t i o n  a d j u s t m e n t s  a r e  p r e s e n t  1n t h e  e x e m p t i o n ,  d e d u c t i o n  and 
income l i m i t  amounts  o f  t h i s  t a x  a l t e r n a t i v e ;  h o w e v e r ,  t h e  l a c k  o f  
I n f l a t i o n  a d j u s t m e n t  t o  t h o  t a x  b r a c k e t s  In  t h e  r a t e  s t r u c t u r e  w i l l  
n e c e s s a r i l y  l e a d  to  b r a c k e t  c r e e p .  What t h i s  mean's i n  p r a c t i c a l  t e r m s ,  
1s t h a t  t a x p a y e r s  may be no b e t t e r  o f f  1n any r e a l  sense ( t h e i r  In co m e , 
a f t e r  a d j u s t m e n t  f o r  I n f l a t i o n ,  1s no g r e a t e r )  b u t  may have to  pay

g r e a t e r  p o r t i o n s  1n t a x .  T h i s  can be m i t i g a t e d  w i t h  I n f l a t i o n  In d e x e d  
t a x  b r a c k e t s .
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TABLE 8
1988 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

WAGE 1 SALARY1 ADJ GROSS IIICOME TAXAIUEINCOME NUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS 11 EMI 2 ED DEDUCUONS STANDARDDEDUCTIONS
N PC Til SUM SUM SUM SUM SUM SUM SUM

ACI GROUP
toss 2878 1.19 26309170.00

0

-61678792.91 9522088.97 7805.00 15093065.29 21978299.00 8361981.80
50 10 510000 53355 22.06 298999609.00 305298080.85 51 1 03988.58 78669.00 153385050.00 182077568.76 163839035.70
510001 10 520000 99990 20.96 668219299.00 769719577.88 3617)1133.07 91719.00 178829750.00 196100662.73 156198215.60
520001 TO 5 3 0 0 0 C 36082 19.921 822338578.00 993559133.02 567599932.03 82151.001 160156933.31 178839871.92 110198161.10
530001 10 590000 28778 11.901 971951190.00 1072829850.36 711225185.161 77363.001 150610013.87 177719720.99 73655960.10
5“10001 TO 550000 22390 9.261 973365388.00 1068291985.88 '796097930.251 65702.001 127937517.15 165810358.80 99977736.20
5S0001 TO 560000 15856 6.561 815676730.00 923230676.83 661901990.791 98533.001 99969911.631 152000537.93 23590605.70
560001 TO 570000 11225 9.691 683752605.00 777522186.01 575697919.091 35398.001 68617109.911 118871796.80 12966000.00
570001 TO 580000 7883 3.26 I 592298283.001 636899305.28 982688052.221 25290.001 98879109.891 99935768.96 7230900.00
580001 TO 590000 5208 2.151 398926188.001 985165679.57 376776961.751 16585.001 31662399.511 69861199.66 9521200.00
590001 TO 5100000 329 3 1.391 256769893.001 399859198.09 277822663.891 10278.001 19120685.921 98597255.19 2590200.00
5100001 TO 51S0000 9837 2.001 925160325.00 i 668888559.51 598327386.291 153/3.001 25887775.211 87967998.02 3339900.00
51 SO001 TO 5200000 912 0.17| 90720223.001 91310515.75 80761636.751 1223.001 793708.821 9273920.18 295100.00
5200001 TO 5300000 55 0.021 9709336.001 22032721.97 20973895.201 128.001 6099.291 1997327.53 22000.00
5300001 TO 5900000 93 0.09 | 15285995.001 99902551.79 ' 91886181.281 297.001 o.ool 2830620.96 69000.00
OVtR 5900000 79 0.031 17398776.001 75399772.03 71079699.611 260.001 1950.00| 9216627.92 28000.001
TOTAL 291869 100 16910821933.00 18173120996. 79 5589670039.371 556699.0011075395979.20|1512073933.90 616707996.201



TAX LIABILITY PFD TAXAOLC PAID fROM FEDRl TAX
TAX LIABILITY PTD MOMIAXADLE

LEAKAGE TO MUIIICAPAIITI- ES
SUM SUM SUM SUM

AGI GROUP 
LOSS 899316.93 226806.72 880081.22 16668.33
(0 10 $10000 2616119.16 98110.72 1839506.061 26833.16
',1 0 0 0 1 TO 020000 17051601.69 579771.33 15060091 .65 166253.58
S200D1 TO $30000 30516317.62 2311360.21 28172968.67 652611.10
$1000 1 TO $60000 62108721.07 5601201.68 39617650.37 829369.83
$$0001 TO $00000 67133370.87 8630565.22 66766018.51 1029036.05
$00001 TO $60000 66668609.82 10625030.21 62737368.02 1020586.71
$60001 TO $70000 61869107. 581 10615382. 12 60358933.79 962931.36
$70001 TO SS0000 37367186.111 9777395.26 36239920.771 808293.19
$80001 TO $90000 30927599.361 8696676.62 30166561.351 650313.70
$90001 TO $100000 26391862.251 6966269.62 23886628.651 653872.72
$100001 TO $150000 52969086 .811 15376563.61 52166393.621 925385.99
$150001 TO $200000 9159567.691 2690960.93 9087926.391 123591.08
$200001 TO $300000 2681239.561 681666.79 2673306 .56 | 15396,97
$300001 TO $600000 5376237.331 1665019.79 5356628.531 63806.51
OVER $600000 9756615.971 2731796.67 9760973 . 67 I 60766.87
TOTAL 399272137.361 86250091.1 1 382686716.861 7561809.13



$

UAGE 1 SALARY1 ADJ CROSS INCOME TAXABLEINCOME INIMOER OF | EXEMPTIONS | VALUE OF EXEMPTIONS ITEMI2ED DEOUCIIUIIS STANDARDOLUIICIIUNS
N PCTN nc AH MEAN MEAN MEAN 1 MEAN MEAN MEAN

AGI CROUP
loss 2878 1.19 91 $ 1 . $ 8 -21698.36 3308.58 2.711 5266.29 7636.66 6393.8$
SO 10 S10000 53355 22.06 $657,681 5 7 $ 8.0 9 957.80 1.671 2876.80 3612.57 3299.02
S10001 TO $20000 69690 20.$6 13502.01 15587.0$ 7308,77 1.851 3613.35 3962.63 3600.95
$20001 10 $30000 36082 1$ . 92 22790.83 26205.611 15730 .831 2.2S| 6638.691 6956.68 6013.63
$30001 10 $$0000 28778 11.90 33756.73 37330.101 26716.201 2.691 5233.511 6175.56 6292.56
$$0001 to $soooo 22390 9.261 $3$73.22 67761.871 , 33322.821 2.931 5716.051 7605.55 6509.95
$50001 10 $60000 15856 6.56 51662.78 58303.171 61766.561 3.061 5957.961 9586.311 6710.01
$60001 10 $70000 11225 $ . 6 $ 1 60913.371 69361.161 51287.081 3.15| 6112.881 10589.91 I 6726.56
$70001 TO $80000 7883 3.261 68793.391 80930.781 61231.521 3.21| 6200.571 11979.671 6759.97
seoooi io $90000 5208 2.151 76598.731 93283.151 72365.81 I 3.18| 6079.561 13616.21| 6860.69
$90001 TO $100000 32$3 1. 3$ 1 79175.111 107967.901 85668.61 1 3.171 5895.991 16969.861 6875.62
$100001 10 $150000 $837 2.00| 87897.521 138371.651 113361.051 3.18| 5352.031 18186.671 5129.65
$150001 TO $200000 $12 0.171 98835.691 221627.671 196023.391 2.97| 1805.121 22508.301 6713.66
$200001 TO $300000 55 0.021 85626.291 600596.961 372251.731 2.331 109.991 27226.161 6600.00
S300001 TO $$00000 93 0 . 0$ I 166365.001 682823.161 650389.051 3.191 0 . 00 | 30976.611 5750.00
OVER $$00000 79 0.031 219606.761 966599.661 899679.051 3.29| 26.631 53375.031 6666.67
TOTAL 2$186$ 100 | 28573.171 33870.361 23090.131 2.30| 6666.281 6251.771 3795.61





TABLE 9
1909 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

UAGE t SALARY ADJ GROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS 1 VAIUE OF ! EXEMPTIONS ITEMI2EODEDUCTIONS I S1ANOAKO 1 DCPUC T1ONS
H PCIH SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
to s s 2727 1.19 29579758.00 -59527626.97 8539877.59 7970.00 19896327.69 21089905.50 8367769.76
so to SIOCOO 99750 20.81 232987396.00 286672325.8? 93820769.88 73786.00 197556000.00 176309962.61 163787805.25
S1 0001 TO $20000 98252 20.19 656298356.00 751585286.59 393897257.30 89031.00 178092000.00 195191890.35 157531673.01
020001 TO S30000 85369 19.80 812905077.00 923763680.89 598795272.96 79515.00 159008000.00 177599705.33 112597990.52
03000 1 TO S90000 28712 12.01 985791252.00 1070678566.88 706779190.621 76053.00 151998000.00 176830167.86 77262576.00
S90001 TO 050000 22522 9.92 989322698.00 1079621071.55 796927729.921 65638.00 131085200.65 166106723.06 98722923.85
050001 TO 060000 15998 6.67 819697795.00 928255968.79 661893839.951 98377.00 96615931.551 153682669.80 25767530.03
060001 TO 070000 11568 9.89 709321793.00 801060959.06 589753611.691 36355.00 72933399.69! 123193975.88 19963323.70
070001 TO 080000 8326 3.98 572609837.00 673113198.20 507520192.921 26733.00 53097891.181 100359852.331 8500826.99
080001 TO 090000 5626 2.35 931283215.00 523202739.79 909613126.681 17881.OOj '35189627.871 75257881.92 5220979.82
090001 TO 0100000 3692 1.52 288673205.00 399799853.99 311889369.951 11567.001 22398398.951 55279979.961 2997955.99
0100001 TO 0150000 5790 2.92 5122967 <2.00 802932875.56 655680697.131 18561.001 32805332.251 105319909.191 9263216.36
0150001 10 0200000 591 0.23 56662960.00 119975168.33 105190079.891 1698.001 1339983.931 12180009.571 375576.60
0200001 TO 0300000 69 0.03 6216251.00 25806999.57 29055611.521 198.001 o.ool 1675688.051 29070.20
0300001 TO 0900000 106 0.09 18829975.00 98952899.76 95958399.831 356.001 396.691 3326953.301 95235.00
OVER 0900000 90 0.09 17208977.00 99199971.63 89697513.031 285.001 9000.001 9930533.901 79197.60
TOTAL 239033 100 7129129237.00 8959082929.26 5799357979.221 553909. 0011 096269835.30 1 1597727303. 111 630008195.07



TAX HADIim PFD TAXAOLE PAID FROM FCDRL TAX
TAX LIABILITY

proIIOMTAXADLE
LEAKAGE TO MUHICAPAlI TI­ES

SUM SUM SUM SUM
AGI GROUP
LOSS 808923.16 208229.55 790731.76 12881.09
SO TO S10000 2115386.81 79229.36 1567795.78 25258.59
S10001 TO S20000 16316172.68 570191.30 19261707.09 166959.98
020001 TO $30000 29677995.73 2259090.19 27253699.19 995791.36
$30001 TO S<<0000 92203555.051 5512958.96! 39579987.13 896028.86
O',000 1 TO $50000 97992576.991 8720759.051 99917159.87 1050869.83
$50001 TO $60000 99U6327 9.291 10995792.781 92808962.571 1021133.69
$60001 TO $70000 92959318.61 I 10911696.961 91300160.27! 975951.39
070001 TO $80000 39319879.251 1 0315268 . 98 I' 38096399.561 857508.83
$80001 TO $90000 33206170.171 9098697.081 32305800.59| 685111.56
$90001 TO $100000 27393323.701 7815786.381 26786925.381 512139.89
$100001 TO $150000 63292606.101 18363933.371 62210257.911 1110627.65
$150001 TO $200000 11856187.391 3269577.901 11753508.981 160691.83
$200001 TO $300000 ,. 3127935. 981 789508.261 3116691.981 22939.53
$30000 1 TO $',00900 5788830.781 1525859.991 5769690.781 96897.36
OVER $900000 12901223.391 3352803.971 12383359.391 98385.63
TOTAL 922712359.591 93233273. 09 | 909891226.661 7987721.85



H PCTH
UAGE 8 SALARY1 ADJ CROSS 1 INCOME 1 TAXABLE INCOME | NUMBER OF EXEMPTIONS VALUE OF EXEMPTIONS 1 ITEMIZED 1 DEDUCTIONS 1 STANDARD [ DEDUCTIONS

MEAN MEAN MEAN MEAN MEAN |. MEAN MEAN
AGI GROUP
LOSS 2727 1.19 9013.98 -21385.16 3131.60 2.79 5999.201 7731.91 9575.05
SO TO S10000 99750|20.81 9683.16 5787.85 .880.82 1.98 2965.951 3593.81 3938.61
S10001 TO C20000 98252|20.19| 13601.97 15610.59 7127.11 1.85 3689.891 9099.27 3731.03
$20001 TO S 30 000 35369119.801 22969.91 26168.20 15519.87 2.25 9995.691 5021.39 9191.93
$30001 TO $$0000 28712112.01 39332.03 37392.30 29615.98 2.65 5292.19| 6158.75 9920.31
$10001 TO SSOOOO 22522 9.92 93926.95 97771.55 33169.36 2.91 5820.321 7375.31 9631.02
$50001 TO $60000 15998 6.67 51398.15 58278.22 91500.12 3.03 6058.181 9636.99 9883.91
$60001 TO $70000 I 11568 9.89 60885.36 69393.92 50931.97 3.19 6261.531 10695.66 9926.20
$70001 TO SfiOOOO 8326 3.98 68773.10 31019.88 60956.06 3.21 6371.351 12053.79 9935.82
$80001 TO $90000 I 5626 2.35 76658.991 93196.29 71918.99 3.18 6259.821 13376.80 5059.19
$90001 TO $100000 I 3692 1.52 79262.271 108989. 93j 85636.89! 3.18 6136.301 15178.97 5133.99
$100001 TO $1500001 57901 2.921 88979.581 138637.33! 113293.691 3.21 5665.86 18189.10 5329.02
$150001 TO $2000001 5911 0.231 109737.951 220891.351 199936.371 3.05 2975.99 22513.831 5216.39
$200001 TO $3000001 691 0.031 97128.921 903226.561 375868.931 2.31 0.00 26182.63 9819.09
$300001 TO $9000001 1061 0.091 177636.561 961819.761 928852.781 3.36 3.27 31386.351 6399.00
OVER $900000 i 90 I 0.09| 191205.301 1070397.901 996083.981 3.17 99.99 99228.151 9999.85
TOTAL 12390531 100 | 29829.871 35968.601 29290.831 2.32 9586.27 6979.951 3959.83



1 AX LIADIlin ITO TAXABLE PAID FKIII1 rtDKL TAX
TAX LIABILITY PI 0 IIOIIT AXADL E

LEAKAGE 10 NUIIICAPALITI-ES
MC ATI T1EAH MEAN MEAN

AGI GKOIir
LOSS 296.65 76.56 289.96 6.72
SO TO 510000 62.52 1.59 51.511 0.51
510001 TO 520000 558.15 11.82 295.571 5.65
520001 10 550000 859.08 65.87 770.551 12.60
550001 TO 560000 1669.89 191.99 1578.551 29.67
500001 TO SSOOOO 2106.50 587.21 1996.571 66.66
5S0001 TO 560000 2815.10 656.99 2686.251 66.05
560001 TO 570000 5715.201 965.271 5570.21 1 86.52
570001 TO 580000 6721.961 1258.921 6569.581 102.99
580001 TO 590000 5902.271 1617.261 5762.251 121.78
590001 TO 5100000 7521 . 51 I 2166.011 7556.871 160.62
5100001 TO 5150000 10922.751 5171.581 10766.651 191.82
5150001 TO 5200000 21915.521 6065.581 21725.521 297.05
5200001 TO 5500000 68866.181 12257.961 68698.50| 551.60
5509001 TO 5600000 56611.611 16596.901 56585.881 662.65
OVER 5600000 157791.57| 57255.581 157592.881 557.62
TOTAL 1768.651 590.061 1695.661 55.62



TABLE 10
1990 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

MAGE 1 SAURY ADJ GROSS INCOME TAXAniE INC (IHE 1 NUMBER OP 1 EXEMPTIONS VAlUk' OF EXEMPTIONS ITEMIZEDDEDUCTIONS STANDARD DEDUC11 DNS
tl PCIH 5UI1 sun sun SUM SUM SUM SUM

AGI GROUP
10SS 2622 1.13 25526126.00 -59911695.16 11333931.23 7222.00 19955107.50 21076660.99 8983328.09
SO 10 S10000 95296119.52 209913189.00 260591560.89 35961691 . 15 67919.00 190990635.971 168623009.08 158979657.30
SI0001 10 S20000 99893119.39 607363529.00 $99222551.80 309927139.851 81799.00 171067780.80 188890899.23 159317118.76
$2000! 10 $30000 33958119.63 775758196.00 888313989.07 520665780.69 79992.00 156725679.60 179691883.02 113826028.76
$30001 TO $90000 27907112.03 956569806.00 1090705076.59 680127666.79 72698.00 151780933.39 175199597.99 79195997.52
$00001 TO SSOOOO 22315 9.62 978808639.00 1069817998.92 733981817.95 69267.00 139250981.18 166793279.85 51893937.69
SS0001 TO $60000 16087 6.93 828975379.00 9366110)1.96 663039989.91 98500.00 101311016.69 155989373.02 28052083.90
$60001 TO $70000 11938 5.19 729829159.00 826709391.16 605959012.30 37315.00! 77766208.92 127319981.191 16399795.37
$70001 TO $80000 8778 3.78 609631162.00 710172238.27 532791585.96 28093.001 58339638.05 106166096.961 9759999.30
$80001 TO $90000 6192 2.67 971880182.00 576217397.26 993325723.96 19739.001 90637328.281 83988960.271 6193680.98
$90001 TC $100000 9132 1.78 328907895.00 999702995.62 350006028.77 13195.001 26701728.731 61969092.391 3612900.38
$100001 TO $150000 69521 3.00 609539110.00 969898535.81 785156790.35 22506.001 91902973.581 127339108.981 5737862.59
$150001 TO $2000001 7091 0.31 77927061.00 153190599.32 1.'•3381755.73 2237.001 2913390.311 16365853.281 561657.79
$200001 TO $300000] 791 0.03 8081215.00 27081756.16 25212211.63 198.001 9600.751 1756 793.78 I 97173.20
$300001 TO $9000001 1101 0.05 17519133.00 53161612.12 98798186.391 372.001 2370.191 9237955.581 72153.50
OVER $900000 i 1 00 I 0.09 18918257.00 100897567.87 95297989.781 312.001 2091.601 5956169.191 73015.70
TOTAL 12320681 100 7293137973.00 8692281137.11 5973859191 81| 590709.0011118856919.9711585253597.67| 691695785.17
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UAGE t SALARY ADJ GROSS 1 TAXABLE INCOME 1 INCOME NUMBER OF EXEMPTIONS VALUE OF 1 ITEMIZCD EXEMPTIONS I DEDUCTIONS STANDARDDEDUCTIONS
M PCTH MEAN MEAN | MEAN MEAN MEAN I MEAN MEAN

ACI CROUP 
ios; 2622 1.13 9735.36 -20990 .711 4322.44 2.75 5703.70l 8038.39 4828.30
so 10 sioioo 45296119.521 4623.221 5778.601 782.89 1.49| 3112.651 3722.69 3619.63
$10001 10 $20000 44893119.341 13529.141 15611.831 6903.69 c 1.821 3810.571 4207.58 3881.24
S2C001 TO $30000 33958114.63 22844.641 26213.991 15332.64 2.211 4615.281 5142.88 4313.39
$30001 TC $40000 27907112.03 34276.881 37342.751 24371.22 2.60| 5438.611 6277.98 4594.03
$40001 TO $50000 22315 9.62 43863.26 47773.231 32891.86 2.881 6016.151 7472.25 4786.82
$50001 TO $60000 16087 6.93 51499.68 58301.341 41215.89 3.011 6297.691 9696.61 5092.05
$60001 TO $70000 11938 5.14 60715.71 69348.991 50716.54 3.13 6514.171 10664.64 5131.38
570001 TO $80000 8778 3.78 68880.29 81005.161 60696.24 3.20 6646.121 12094.57 5193.98
(60001 TO $90000 6192 2.67 76208.04 93223.971 71596.531 3.19 6562.881 13483.36 5280.21
$90001 TO $100000 4132 1.78 79479.15 107650.071 84706.201 3.18 6462.181 14996.15 5320.91
$100001 TO $150000 6952 3.00 87675.24 138827.131 112939.401 3.24| 6027.471 18316.90 5597.91
$150001 TO $200000 709 0.31 109206.01 216065.651 188126.591 3.16 3403.871 23083.01 5506.45
$200)01 TO $300000 79 0.03 102293.86 342807.041 319141.921 2.511 121.531 22237.26 5896.65
$300301 TO $400000 110 0.05 159264.85 483287.381 443165.331 3.38 21.551 38522.32 6559.41
OVER $400000 100 0.04 189182.57 1018662.301 952474.851 3.12 20.921 54561.64 5616.59
IOTA. 232068 100 31211.27 37538.411 25741.851 2.33 4821.251 6830.99 4149.31



TAX LIABILITY TFD TAXABLE PAID FROM FEDRL TAX
TAX LIABILITYproMOMTAXADLE

LEAKAGE TO MUNICAPAL111- E5
MEAN MEAII MEAN MEAN

AGI GROUP »
toss 458.69 114.56 451.05 5.55
SO TO 010000 58.00 1.42 27.81 0.40
S10001 TO 020000 526.55 10. 98 284.84 5.51
S20001 10 $50000 855.22 64.09 765.65 12.66
030001 TO $40000 1465.45

_____________ (
192.591 1575.24 29.57

040001 TO SS0000 2098.65 585. 45< 1987.99 46.51
550001 10 C60000 2795.56 652.761 2667.92 64.18
$60001 TO $70000 5696.26 957 . 4 1 | 5554.05 84.05
S70001 TO $80000 4704.27 1255.0 1 1 4552.59 102.82
$80001 TO $90000 5869.10 1602.171 5709.52 122.85
$90001 TO $100000 7402.97 2127.281 7256.77 158.95
$100001 10 $150000 10844.84 5142.951 10665.22 192.01
$150001 TO $200000 20904 .64 j 5790.641 20710.811 515.16
$200001 TO $500000 . 40107.051 10281.70| 59921.681 556.90
$500001 TO $400000 56702.451 15075.821 56474.651 520.60
OVER $400000 151014.791 56684.141 150801.551 504.88
TOTAL 1911,22| 452.151 1854.581 56.56



TABLE 11
1991 TAX AL1ERNATIVE ONE

LOW ECONOMIC SCENARIO

IIAGC t SALARY ADJ CROSS nicmn: 1 TAXABLE ! 1IICOMC HUMBER OF EXLflP 1 1 OIIS 1 VAIUF nr 1 EXLnPIlOMS iirMi/ru uruuciions STANDARD DEDUC1 11)116
N PCTII SUM SUM ! SUM SUM SUM SUM SUM

ACI CROUP
LOSS 2919 1.07 22722616.00 -98966607.65 9697792.17 6669.00 16568915.66 19575019.26 8189163.56
SO 10 SIOOOO 92107 18.55 193833389.00 251699360.09 29806371.81 62257.00 136176587.00 163615128.15 155637229.09
010001 10 020000 92052 18.79 573937888.00 663765627.56 285202366.27 76780.00 167937635.00 185611326.71 158306621.37
070001 10 030000 32999 19.53 751855960.00 861619293.61 697522399.55 71271.00 155885061,00| 173732269.71 115890927.76
030001 10 S50000 27296 12.001 933776569.00 101662)637.12 658895697.62 69662.00 151728671.991 172656130.28 61060630.83
050001 10 SSOOOO 21893 9.621 956268657.00 1062692681.52 713251660.92 6)608.00 135056358.561 165878703.67 56379153.88
SS0001 10 060000 161091 7.091 828050505.00 938350265.57 660757123.36 57990.00 106866269.601 156683062.18 30606753,85
S60001 TO 070000 122921 5.911 796798993.00 851055079.66 619660366.65 38192.00 83306535.061 131753600.07 18235957.05
07 0001 io oaoooo 9227| 9.061 639799096.00 765792375.32 556753370.831 29335.00 63852393.501 111702116.27 11195935.36
080001 10 090000 65551 2.90| 509395180.00 613002696.62 669110985.061 20956.00 65309622.991 89262122.52 7096186.65
090001 10 0100000 9516| 1.991 358621982.00 689577935.00 383977350.961 19663.00 30759375.321 68386060.98 5302698.56
0100001 TO S1S0000 79821 3.521 707583869.00 1107770863,76 898085567.761 25739.001 51258266.521 166665076.28 7255196.80
S1S0001 TO 0200000 9171 0.90| 95826032.00 .202928533.36 176850929.201 2695.00 3572277,851 20661826.31 806320.92
0200001 TO 0300000 911 0.09| 8526371.00 36985309.75 32259030.011 211.001 6936.161 2118138.57 87368.32
0300001 TO 0900000 911 0.09| 19571967.00 66561391.76 61317990.671 306.001 3398.361 3078602.71 89206.50
OVER 0900000 82J 0.09| 18777337.00 81885809.63 78166222.521 259.001 o.ool 3599987.11 59956.20
101 Al 1227 0 SO| 100 | 7399775161.00 8885917250.63 6111062756.121 528567.0011166166086.2211616333128.97 652769859 56
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UAGE I SALARY ADJ GROSS
income

TAXADLE1IICUI1E HUHDCR OF EXEMPTIONS VALUE OF EXEMPTIONS 11EM12CO 1 DEDUCTIONS 1 STANDARDDLllUCIlUNS
N PCIH (1C AH MEAN MEAN MEAN MEAN MEAN ! MEAN

AGI GROUP
I OSS 2419 1 .07 9393.39 -20284.34 4009.01 2.75 5981.36 8091.781 5058.15
50 to 510000 42107 18.55 4603.351 5765.59 707.87 1.48 3234.061 3880.95 3778.68
S10001 10 520000 42552 18.74 13480.87 15631.26 6702.44 1.80 3946.641 4357.29 4047.72
520001 10 530000 32994 14.53 22787.64 26162.92 15079.IB 2.16 4724.651 5265.57 4470.58
5300 01 10 $'<0000 27248 12.00 34269.55 37354.71 24181.43 2.55 5568.431 6336.47 4759.25
540001 10 $50000 21843 9.62 43778.26 47788.28 32653.11 2.83 6183.051 7594.14 4978.86
550001 10 550000 16104 7.09 51418.93 58344.23 41030.00 2.98 6510.45 9729.45 5287.21
550001 10 570000 12292 5.41 60750.81 69338.04 50393.78 3.11 6777.30 10718.65 5347.79
570001 10 580000 9227 4.06 68792.58 80950.00 60339.59 3.18 6920.17 12106.01 5427.02
580001 10 $90000 6585 2.90 76590.00 93246.53 71239.33 3.18 6880.73 13552.33 5503.64
590001 10 5100000 4516 1 .99 79411.31 108457.67 85025.V8 3.20 6811.20 15143.06 5646.59
5100001 10 5150000 7982 3.52 88647.44 138853.20 112513.84 3.22 6421.731 18346.91 5888.96
5150001 10 5200000 917 0.40 104499.49 220750.85 192857.61 3.16 3895.611 22531.98 5786.48
5200001 10 $300000 91 0.04 93696.38 378959.39 354384.95 2.32 76.221 23276.25 5823.22
5300001 10 S400000 91 0.04 159032.60 439465.84 454043.85 3.36 37.341 33828.60 6371.89
OVCR 540(1000 82 0.04 228991.91 998607.43 953222.23 3.16 0.001 43902.2S 5449.65
101AL 1227050 100 32370.73 39219.30 26915.05 2.33 5039.27 7110.06 4339.57



TAX LIABILITY PID TAXABLE PAID FROM PLUKL TAX
TAX LIABILITY

protlOIITAXAOLE
LEAKAGE TO MUIilCACAL I T I- CS

MEAN MCAII MEAH ME AII
AGI GROUP
LOGS 395.9S 101.58 387.25 5.75
SO TO tlOOOO 35.66 ' 1.26 25.12 0.52
710001 TO S20000 316.90 10 .85 276.59 3.21
$20001 TO $30000 £20.16 62.70 753.68 12.38
$3000 1 TO S50000 1560.75 195.07 1371.85 29.51
$50001 TO $00000 2093.09 381.011 1985.00 56.51
$50001 TO $60000 2795.01 651.12! 2668.88 63.79
$60001 TO $70000 3672.92 932.351 3531.751 83.55
$70001 TO tSOOOO 566B.92 1225.051 5517.651 102.31
080001 TO $70000 5835.39 1595.851 5675.931 123.71
$90001 TO $100000 7555.59 2125.081 7288.351 137.20
$100001 TO $150000 10791.10 3156.191 10611.601 193.96
S1500U1 TO $200000 21537.56 5989.781 21351.87 I 299.91
$200001 TO $300000 55607.55 11355.321 55533.351 306.76
$36 000 1 TO $'.00000 58366.77 15856 . 1 11 58152.321 501.01
OVER S'.OOOOO 131090.30 35851.651 130875.271 598.13
TOTAL 2025.551 565.611 1957.311 38.63



TABLE 12
1992 TAX ALTERNATIVE ONE

LOW ECONOMIC SCENARIO

UAGE t SALARY ADJ GROSS INCOME TAXADLEINCOME HUnDCR OF 1 EXEMPTIONS I VALUE OF EXEMPTIONS ITEMI7TD DEDUCTIONS STANDARDDEDUCTIONS
H PCTN SUM sun sun sun I sun sun SUM

AGI GROUP
LOSS 2264 1.03 21510055.00 -48921117.13 8114347.25 6330.001 14384194.44 18863524.74 8114243.02
JO TO 1 0000 38092 17.35 173424469.00 218101755.25 23788322.16 56474.001 129185347.20 155174388.061 147773688.14
S10001 TO520000 39603 18.04 531457697.00 618621308.98 257937418.47 70168.001 160509454.00 179307812.241 155171903.87
520001 TOS30000 31514 14.35 715441887.00 822644758.59 467034651.20 66914.001 153042727.60 170561026.02 117073787.49
530001 TO540000 26099 11.89 884436553.00 969951666.68 620734000.89 652S4.00| 149178971.20 169210251.17 81851749.25
540001 TO550000 21295 9.701 925620350.0011017112468.21 690264912.17 59416.001 135753966.36 163329146.61 56694376.20
550001 TO560000 16056 7.311 824716113.00 935551453.61 654404147.90 47366.001 108233956.20 157095074.37 32663999.51
560001 TO570000 12422 5.66| 752396329.001 862414743.02 624635B80.il 38291.001 87347154.61 133696562.59 20038019.25
570001 TO580000 9564 4.36| 657913473.001 773528676.35 573470189.91 30524.001 69524885.52 116622587.60 12731926.80
580001 TO590000 7028 3.201 536363704.001 655323705.91 500347250.32 22269.001 50447780.07 95256782.34 8239646.80
590001 TO5100000 4866 2.22! 385216038.001 526313960.95 409804453.11 15613.001 34820123.27 74625087.75 5142120.00
5100001 TO5150000 9346 4.261 835105299.0011304899322.58 1055418619.10 30255.001 63751156.731 171645717.94 8996436.00
5150001 TO5200000 1171 0.531 126341782.001 258367717.96 224494628.73 3716.001 5403653.061 26731036.171 1093440.00
5200001 TO5300000 143 0.071 13834587.001 50797706.62 47043251.32 378.001 28787.041 3532868.261 131494.40
5300001 TOS400000 37 0.021 5966913.001 17275554.88 16280573.60! 110.00 o.ool 939781.281 47270.00
O'/CR 5400000 S4 0.04 1 16066422.001 77910048.33 73140582.271 275.001 0.00 | 4644666.061 65783.00
TOTAL 219584 100 1740581 1671.0019060393730.75 6246913228.491 513353.00|1 161612157 . 3111641236 31 3.68| 655934838.73



TAX LIAI3ILITY pro TAXADLE PAID TROM ELDHL TAX
TAX LIABILITY

proIIOII1AXADLE
LEAKAGE TO ntJHICAPAlI TI­ES

sun sun sun sun
AGI GROUP 
LOSS 795687.66 206310.63 779763.06 11956.67
SO TO S10000 1190966.62 69B10.19 358601.13 13962.27
S10001 TO 020000 12160871.65 606609.81 10587816.86 123358.66
020001 TO 030000 25687672.16 1950395.30 23628666.66 379028.15
030001 TO 000000 37599663.16 6962217.96 35322102.52 750218.21
000001 TO 050000 66680283.59 8005716.99 62189380.67 969291.06
050001 TO 060000 66668919.03 10369611.73 62666930.091 1026817.55
060001 TO 070000 65631976.16 11619068.37 63961666.561 1032769.93
070001 TO 080000 66362325.70 11591927.63 62922652.661 978010.63
080001 TO 090000 61079226.67 11190386.11 39962027.681 872395.31
090001 TO 0)00000 35766562.351 10208858.59 36958009.1 1 1 677680.77
0100001 TO $150000 101205611.671 29695615.21 99521833.281 1790557.11
0150001 TO 0200000 26950636.791 6931801.88 26718510.651 355159.25
0200001 TO 0300000 5916369.391 1532680.58 5836965.391 65659.03
0300001 TO 0600000 2092857.17| 586000.01 2086853.171 9511.71
OVER 0600000 10005660.631 2710828.15 9987566.631 62710.18
TOTAL 677602697.561 112015637.13 659796663.671 9076886.07



WAGE 1 SALARY ADJ GROSS INCOME TAXAMEINCOME NUMOER OF EXEMPTIONS
VALUE OF 1 1TCMIZCD | STANDARD EXLMP 11ONS 1 DC DUC 1 1 (INS 1 DIDUCT UNIS

11 PC III MCAH HCAI1 MEAN MCAN MCAN 1 MCAN | MEAN
AGI GROUP 
LOSS 2266 1.03 9500.91 -21656.09 3586.08 2.80 6353.6a| 8331.95l 5336.81
CO IO 510000 38092 17.35 6552.78 5750.26 626.50 1.68 3391.601 6073.671 3968.89
510001 IO S20000 19601 16.06 13619.63 15652.98 6513.08 1.77 >.052.961 6527.631 6226.50
020001 10 530000 11516 16.35 22702.15 26162.22 16819.91 2.12 6856.361 5612.231 6666.13
5J0001 10 5A0000 26099 11.89 33887.76 37219.96 23783.82 2.50 5715.891 6683.601 6953.21
560001 TO 550000 21295 9.70 63666.56 67816.86 32616.611 2.79 6376.921 7669.861 5198.93
550001 TO 560000 16056 7.11 51366.98 58160.70 60757.611 2.95 6761.031 9786.201 5698.91
560001 TO 570000 12622 5.66 60569.66 69515.96 50286.65 3.08 7031.651 10762.891 5567.66
570001 10 560000 9566 6.36 68790.62 61006.25 59961.33 3.19 7269.661 12193.911 5658.22
580001 TO 590000 7025 3.20 76318.11 93662.12 71193.60 3.17 7178.111 13553.901 5768.71
590001 TO 5100000 6866 2.22 79166.82 108206.00 86217.93 3.21 7155.801 15336.021 5863.31
5100001 TO 5150000 9366 6.26 89356.30 139680.96 112927.31 3.26 6821.221 18365.691 6103.62
5) 50001- TO 5200000 1171 0.53 107892.21 220638.53 191711.89 3.17 6616.561 22827.531 6177.63
520000) TO 5500000 163 0.07 96765.36 355228.72 328973.79 2.66 201.311 26705.371 6261.66
5100001 TO 5600000 37 0.02 161267.92 666906.89 660015.50 2.97 0.001 25399.691 6752.86
OVER S600000 06 0.06 191266.93 927500.58 870721.22 3.27 O.OOl 55293.661 5980 73
TOTAL 219586 100 33726.55 61366.55 , 28668.85 2.36 5296.061 7676.301 6557.79



TAX LIABILITY pro TAXADLE PAID TROM 1 rEDRl TAX
1TAX LIABILITY PFD1 KOIITAXAQLE

LEAKAGE TO MUIUCAPALITI- ES
MEAH ME All MEAN MEAH

AGI GROUP
LOSS 351.36 90.29 399.91 5.28
SO TO 510000 31.27 1.311 22.59 0.37
510001 TO 520000 306.56 10.271 267.35 3.11
520001 TO S30000 808.771 61.89 793.93 12.03
530001 TO $90000 1990.651 190.13 1353.39 28.75
500001 TO $50000 2088.771 375.99 1981.19 95.52
550001 TO $60000 2780.82 695.89 2656.01 63.83
$60001 TO $70000 3677.51 935.36 3537.39 83.19
$70001 TO $80000 9638.97 1212.09 9987.92 102.26
580001 TO $90000 5895.08 1592.26 5686.12 129.13
$90001 TO $100000 7350.30 2098.00 7189.19 139.27
5100C01 TO $150000 10828.79 3177.39 10698.60 191.59
$150001 TO $200000 21306.99 5919.56 21108.891 303.30
$200001 TO $3(10000 91359.23 10716.65 91167.591 317.90
$300001 TO $900000 56563.71 15837.89 56397.381 257.07
OVER $900000 119119.771 32271 .76 I 118899.391 508.95
TOTAL 2179.121 510.13! 2093.99! 91.39



The p r o j e c t e d  t i m e  p a t t e r n  g e n e r a t e d  f r o m  1970 
d a t a  can be used t o  t r a n s l a t e  t h e  p r o j e c t e d  t a x  
p r e s e n t e d  i n  t h e  t a b l e s  b e lo w  i n t o  g r o s s  r e c e i p t s  ( c o l .
3 ) ,  and n e t  r e c e i p t s  ( c o l .  4 )  by q u a r t e r  and f i s c a l  
Consumer P r i c e  I n d e x  ( c o l .  5)  1s used t o  d e f l a t e  o r  
r e c e i p t s  1n n o m in a l  d o l l a r s  t o  r e a l  1986 d o l l a r s  ( c o l .  6)  so we can 
compare e s t i m a t e d  1988 t h r o u g h  1992 p r o j e c t e d  f i s c a l  y e a r  c o l l e c t i o n s  t o  
a c t u a l  c o l l e c t i o n s  f r o m  1975 t h r o u g h  1979 .

L i a b i l i t y  to  C o l le c t io n s

-  1979 a c c o u n t i n g  
y e a r  c o l l e c t i o n s  
2 ) ,  r e f u n d s  ( c o l .  
y e a r .  The U. S. 
I n f l a t e  t h e  n e t

TABLE 13 
LIABILITY TQ COLLECTIONS 

TAX ALTERNATIVE ONE 
LOU ECONOMIC SCENARIO

--------------- USING HISTORICAL DATA-
GROSS NET NET REC GROSS NET NET REC

FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186 FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186
($■ noa) ( la  noa) ( la  noa) ( la  r e a l ) (la  noa) ( la  noa) ( la  noa) ( la  re a l)

36 • 325.98 86 325.98
75/1 118 I t 117 88/1 to I I (11)

12 125 to 125 12 10 10 (10)
13 127 12 125 13 11 13 (11)
/4 134 114 121 /4 180 16 174

TOTAL 1104 116 187 155.16 1184 TOTAL 181 19 172. 338.66 169

76/1 136 12 134 89/1 1106 15 1101
12 146 11 145 12 1140 12 1138
13 147 113 134 13 1136 116 1120
/4 150 116 134 /4 1114 136 178

TOTAL 1178 131 1147 166.17 1288 TOTAL 1496 160 1437 354.17 1402

77/1 153 13 150 • 90/1 1112 16 1106
12 162 t l 161 12 1148 12 1146
13 177 115 163 13 1144 120 1124
/4 160 122 138 /4 1120 144 177

TOTAL 1252 141 1210 175.80 1390 TOTAL 1525 172 1453 370.39 1398

78/1 146 13 143 91/1 1118 15 1113
12 143 11 142 12 1155 12 1154
13 142 16 136 1 3 1151 116 1135
/4 150 125 125 /4 1125 135 191

TOTAL 1131 136 1146 187.62 1253 TOTAL 1549 157 1493 387.35 1415

79/1 143 110 133 92/1 1122 15 1117
12 142 11 141 12 1161 12 1159
I I 142 115 127 I I 1157 115 1141
H 147 131 116 /4 1126 134 193

TOTAL 1174 157 1117 205.22 1186 TOTAL 1566 155 1511 405.09 1411

-( 44 )-



TABLE 14
19B8 TAX ALTERNATIVE ONE

HOOERAH ECONOMIC SCENARIO

ADJ GROSS TAXADLE NUMDER OF VALUE OF ITEMIZED STANDARDUAGE 1 SALARY INCOME INCOME EXEMPTIONS EXEMPTIONS DEDUCTIONS DEDUCTIONS
N PCTH SUM SUM SUM SUM SUM SUM SUM

AGI GROUP
LOSS 3100 1.17 28281141.00 -61444490.96 11505727.51 8295.00 16031015.29 23199403.58 8920079.40
SO TO $10000 59403 22.42 270128023.00 338555016.00 56644579.29 85667.00 167031150.00 202316548.83 180501300.20
S10001 10 020000 54784 20.68 728S76SS0.00 851035482.08 404893280.60 98951.00 192938850.00 216241954.99 174005920.40
S2OO0I 10 tsoooo 3941 1 14,88 891007933.00 1030107863.38 623992788.56 88043.00 171646333.31 194628692.21 119972065.00
$30001 TO $40000 31031 11.71 10 3065017 9.00111507 99371.58 764557341.66 81746.00! 159257939.75 191698072.98 79069707.80
$40001 10 $50000 23954 9.04 1032909499.0011142649829.99 799475004.57 69458.001 135255859.461 178033078.14! 48153336.10
$50001 TO $60000 17163 6.46 882968616.00 998647869.191 716014053.731 51769.001 100765961.631 163584738.021 25302837.20
$60001 TO $70000 12206 4.61 742422172.00 844152753.331 625583999.211 38244.001 74256265.581 128844532.841 14164300.00
$70001 TO $60000 8524 3.22 588115204.00 688799061.321 522169281.65 I 27190.001 52566559.84 I 102377161.711 7935050.00
$80001 TO $90000 5672 2.14 432324512.00 528886838.011 411022653.001 17968.001 34313376.561 76079694.811 4994400.00
$90001 TO $100000 3549 1.34 282732742.00! 381335384.951 301526506.321 11218.001 20913480.421 54197458.581 2602100.00
$100001 10 S1S0000 5427 2.05 473620536.001 748821667.341 614044733.231 17285.001 29172404.621 98084229.491 3845000.00
$150001 TO $200000 470 0.18 47369847.001 101944043.671 90C63530.18| 1404.001 906224.67| 10364538.821 322300.00
$200001 TO $300000 49 0.02 4666366.001 18125990.201 16787484.761 116.001 8474.811 1277530.621 15200.00
$300001 TO S400000 95 0.04 15666462.001 46314279.44 I 42683468.921 339.001 o.ool 3489810.521 47100.00
OVER $400000 83 0.03 17633031.001 85184374.611 81601792.581 256.001 o.ool 3467582.031 42900.00
TOTAL 264921 100 7469072843. 00 18893916334 . 10 |6084571225.771 597949.0011155063895.9511647885028.16| 677894596.10



TAX LIADILITY PID TAXADLE PAID FROM TEORL TAX
TAX LIABILITY

proHOMTAXADLC-
LEAKAGE TO MUNICAPAIITI- ES

SUM SUM SUM SUM
ACI GROUP
LOSS 1139491.38 289502.30 1118881.76 16062.96
SO TO SIOOOO 2649711.60 92560.54 2005319.961 25714.20
$10001 TO $20000 19087811.92 632826.63 16865933.261 180350.94
$20001 TO $30000 33750017.79 2523345.31 31201146.18 484184.15
$30001 TO $40000 45363595.63 5713791.30 42700047.03 868484.41
$40001 TO $50000 50873608.331 9259129.781 48359133.12 1096208.94
$50001 TO $60000 48729794.941 11392222.911 46654414.26 1106448.?:
$60001 TO $70000 45599895.511 11575180.131 43965608.681 1027924.48
$70001 TO $80000 40497662.591 10630219.981 39283334.SB I 879302.83
$80001 TO $90000 33847757.731 9265441.261 32998061.051 702192.07
$90001 TO $100000 26394624.591 7541639.351 .25844031.831 495270.32
$100001 TO $150000 59289699.251 17210959.931 58388669.261 1029100.37
$150001 TO $200000 10149834.751 2753793.00| 10067992.591 134977.34
$200001 TO $300000 2167839.151 526329.561 2160361.651 16728.91
$300001 TO $400000 5466880.961 1513822.011 5446513.661 48619.29
OVER $400000 11239067.421 299,4065.261 11222319.921 51621.88
TOTAL i 436247293.561 93915329.251 418281769.081 8163192.01



WAGE I SALARY ADJ GROSS INCOME TAXATUEINCOME
NUMBER OF 1 VALUE OF EXEMPTIONS I EXEMPTIONS

ITEMIZED 1 STANOARD DEDUCTIONS 1 DCDUC11UNS
H PCTII MEAN MEAN MEAN MEAN 1 MEAN MEAN I MEAN

AGI GROUP
toss 3100 1.17 9122.95 -19878.52 3711.53 2.68| 5171.30 7983.t8| 9390.67
SO TO S!0000 59903 22.52 5557.38 5726.77 953.56 1.591 2811.83 3505.831 3295.25
010001 TO 020000 59785 20.68 13299.08 15570.76 7390.81 1.SI I 3521 .81 3957.171 3591.75
020001 TO 000000 395 1 1 15.88 22608.10 26192.07 10832.96 2.23| 5355.29 5938.551 3992.81
030001 TO S50000 31031 11.71 33213.57 37138.13 25638.;0 2.631 5132.22 6177.631 5275.73
000001 TO OSOOOO 23955 9.05 53120.55 57765.65 33375.53 2.901 5656.58 7532.291 5502.05
050001 TO 060000 17163 6.58 51556.05 58265.17 51835.00 3.021 5871.12 9531.251 5675.56
060001 TO 070000 12206 9.61 60829.36 69255.29 51252. 17 3.131 6083.59 10555.891 9701.06
070001 TO oaoooo 8525 3.22 68995.21 80939.96 61258.71 3.191 6166.89 12010.961 9790.17
0S0001 TO 090000 5672 2.15 76220.82 93376.91 72565.21 3.171 6059.61 13513.201 5806.93
090001 TO 0100000 3599 1.35 79665.57 107539.73 85960.98 3.161 5892.78 15271.191 9881.99
0100001 TO 0150000 5527 2.05 87271.15 138031.69 113196.26 3.191 5375.52 18073.381 5099.97
0150001 TO 0200000 570 0.18 100786.91 216902.22 191625.53 2.991 1928.19 22052.211 9966.15
0200001 TO 0300000 59 0.02 95231.96 369918.17 392601 .73 2.371 172.96 26072.051 5066.67
0300001 TO 0900000 95 0.09 165910.13 587518.73 559299.67 3.571 0.00 36735.851 5837.50
OVER 0900000 83 0.03 212996.16 1026323.79 983155.13 3.081 0.00 51778.101 9766.67
TOTAL 265921 100 28193.59 .’.36 55,15 22967.59 2.261 9360.03 6220.291 3777.50



TAX LIABILITY PFD TAXADLE PAID TROfl FEORL TAX
TAX LIABILITY PTD 
HOMTAXABLE

LEAKAGE TO 
MUrilCAPAL I TI­ES

MEAN ME AH MEAN mt ah

ACI CROUP
LOSS 367.SO 93.39 360.93 5.18
SO TO SI 0000 66.61 1.56 33.76 0.63
S10001 TO S20000 368.62 11.55 307.86 3.29
020001 TO 030000 S56.36 66.06 791.69 12.29
0 30 00 1 TO 060000 1661.88 186.13 1376.06 27.99
000001 TO OSOOOO 2123.80 386.56 2018.83 65.76
OSOOOl TO 060000 2839.26 663.77 2718.31 66.67
060001 TO 070000 3735.86 968.321 3601.97 86.21
070001 TO OSOOOO 6751.02 1267 .091 6608.56 103.16
OSOOOl TO 090000 5967.52 1633 . 56j 5817.71 123.80
090001 TO 0100000 7637.20 2125.001 7282.06 139.55
0100001 TO 0150000 10926.95 3171.361 10758.92 189.63
0150001 TO 0200000 21595.391 5859.131 21621.26 287.19
0200001 TO 0300000 66261.621 10761 .62| 66089.01 361.61
0300001 TO 0600000 57566.12| 15936.971 57331.72 511.78
OVER 0600000 135610.651 36073.081 135208.67 621.95
TOTAL 1666.711 356.501 1578.89 30.81



TABLE 15
1989 TAX ALTERNATIVE ONE

MODERA1E ECONOMIC SCENARIO

WAGE t SALARY1 ADJ GROSS 1IICOMC TAXAniE 1MCONC HUNGER OF EXEMPTIONS VALUE OF EXEMPTIONS ITEMIZED DEDUCT IONS STANDARDDEDUCTIONS
N PCTII SUN 1 SUN SUN SUN SUN SUM SUN

AGI GROUP
LOSS 3006 1.12 28070529.00 -64487886.75 12527197.24 8114.00 16054655.29 23485964.55 9031311.99
SO IO 010000 5(662 21.11 257635640.00 324767512.55 49707681.10 82012.00 164004000.00 201516525.51 188252971.03
010001 TO $20000 54308 20.24 720811102.00 844326258.27 390899175.82 97269.00 194522000.00 221137337.87 180274961.14
$20001 10 $00000 39735 14.81 897217379.00 1038269296.78 622409739.02 87008.00 173964000.00 199618758.65 126400873.11
$30001 TO $40000 31588 11.77 1055289336.00 1174989)86.46 777546279.07 81557.00 162894000.00 196678224.06 84411576.09
$40001 TO $30000 24634 9.18 1062494637.00 1175937775.50 818647183.43 70535.00 140867549.44 183764348.07 52832562.28
$30001 TO $60000 1 7785 6.63 913542735.00 1035260965.561 739312225.991 53447.00 1067439.11 . 551 170569901,29| 28633225.61
$00001 TO $70000 13042 4.86 791237713.00 903171006.171 666591012.641 40429.001 80564991.871 138267945.761 16448045.34
$70001 TO $80000 9356 3.49 643333916.00 757004148.901 571722995.341 29782.00) 59048005.951 112581320.481 9607889.88
$80001 TO $90000 6388 2.38 486846827.00 595002856.861 460538317.141 20259.001 39829895.911 85622644.161 5926512.78
$90001 TO $100000 4223 1.57 333768399.00 456522662.611 360691218.15| 13467.001 26015499.13| 63676806.251 3515644.80
$100001 TO S1S0000 6717 2.50 592160693.00 933514844.651 763688792.711 21486.001 37687267.221 122155700.731 5090038.56
$150001 TO $200000 658 0.25 67581334.00 143041504.291 125800597.881 1992.001 1608859.591 14708846.821 472561.20
$200001 TO $300000 78 0.03 6477017.00 32038015.941 30026468.921 180.001 o.ool 1916347.021 39757.20
$300001 TO $400000 90 0.03 13946040.00 45523451.281 42368441.861 311.00| 346 .64 | 3013862.781 45988.50
OVCR $400000 80 0.03 15339488.00 76761347.921 71342843.07| 264.001 o.ool 5300104.851 40811.40
TOTAL 268350 100 7885752785.00 9471642938.9816503820169.331 608112. 00 |1203805002.5911744014638.84 | 711074730.90



TAX LIABILITY I'fD TAXADLE PAID TROM FEDRl TAX
TAX I I ADI11TY I’TO HOII1 AXADL E „_ _ _ _

LEAKAGE TO r.UIIICAPAI 1 TI­ES
SUM sun sun sun

AGI GROUP
1055 1278531.08 350713.65 1276962.37 16851.85
50 TO 510000 2395718.76 90955.99 1771066.87 25716.92
510001 TO* 520000 18559269.96 605260.15 16255585.35 172522.21
520001 TO 530000 33998876.85 2559026.57 31291858.56 588053.33
520001 TO 550000 56885195.21 6086233.03 55026557.53 895256.82
550001 TO 550000 52551562.07 9582536.53 59718663.36 1120182.53
550001 TO 560000 50353283.02 11751983.55 58076190.531 1153991.17
560001 TO 570000 58763035.58 12393280.05 55908150.281 1092051.18
570001 TO 580000 55557859.72 11680760.25 53033016.571 967565.05
580001 TO 550000 37956566.09 10376628.531

9013309.651
36928605.981 782256.15

570001 TO 5100000 31653595.951 30952C10.131 590822.37
5100001 TO 5150000 73755077.981 21395156.21 1 72555975.331 1298772.62
5150001 TO 5200000 15125565.891 3851517.651 15001500.061 192052.77
5200001 TO 5200000 3396221.281 1015560.191 3882633.281 29578.83
5300001 TO S500000 5566723.801 1503536.251 5556393.191 52573.50
OVER $500000 9775650.251 2703550.651 9758572.251 57178.80
TOTAL 575759510.591 105953777.691 55586 763 1 . 13 1 8905356.07



UAGE I SALARY ADJ GROSS INCOME TAXADLEINCOME NUMDER OF EXEMPTIONS VALUE OF EXEMPTIONS ITEMIZED DEOUCIIONS STANDARD DEDUCT IONS
N PCTN MEAH MEAN MEAN MEAN MEAN MEAN MCAN

AGI GROUP
I 0 jS 3006 1.12 9338.17 -21510.30 9167.90 2.70 5390.87 7813.03 9592.91
CO TO $10000 56662 21 .11 9596.89 5759.00 877.27 1.95 2899.93 3556.97 3997.67
$10001 TO $20000 59306 20.29 13272.65 15582.86 7197.82 1.79 3581.83 9071.91 3739.0?
$20001 IO $30000 39735 19.81 22580.03 26186.52 15669.02 2.19 9378.10 5023.75 9137.37
$30001 TO $90000 31568 11.77 33907.92 37257.98 29615.29 2.58 5156.83 6226.36 9918.99
$$0001 TO $50000 29639 9. 18 93131.23 97798.96 33232.91 2.86 5718.92 7959.79 9652.70
$50001 TO $60000 17785 6.63 51365.91 58281.881 91569.93 3.01 6001.911 9590.66 9365.96
$60001 TO $70000 I 1 3092 9.86 60668.93 69330.701 51111.101 3.10 6177.351 10601.79 9902.55
$70001 TO $60000 1 9356 3.99 68761.69 81058.371 61 107.631 3.181 6311.291 12033.06 9955.07
$60001 TO $90000 I 6368 2.38 76212.72 93309.511 72099.291 3.171 6235.111 13903.67 5026.73
$90001 TO $100000 I 9223 1.57 79035.85 1 081 55.10 I 85911.131 3.19 6160.931 15078.57 5109.95
$100001 TO 01500001 6717 2.50 88158.51 139060.751 113699.921 3.20 5610.731 18186.05 5379.91
$150001 TO $2000001 658 0.25 102707.19 217388.301 191186.321 3.031 2995.081 22353.87 5081.30
$200001 TO $3000001 78 0.03 83038.68 910793.791 389959.731 2.311 o.ool 29568.55 9969.65
$30000 1 TO $9 00 0 00 I 90 0.03 159956.00 505816.131 970760.971 3.961 3.851 33987.36 6569.79
OVER $900000 I 80 0.03 191793.60 959516.851 891785.591 3.301 o.ool 66251.31 5830.20
TOTAL | 268350 100 29386.07 35380.501 29236.331 2.27) 9985.951 6999.03 3950.98



#

TAX LIADHIIT I'FD TAXABLE PAID FROM FCDRL TAX
TAX LIAOILITYl LEAKAGE TO PFD nUUICAPALITI- TIOHTAXADIE I ES

MEAN MEAN •MEAN [ MEAN
AGI GROUP 1
1055 All.98 113.1A A2A.801 5.60
SO TO $10000 A2.26 1.611 11.261 O.AA
tlOOOl TO $20000 1A1.56 11.IA 299.121 1.18
$20001 TO $10000 855.6A 6 A . 151 787.511 12.28
$10001 TO $ A 0 0 0 0 1ABA.2AI 192.681 1191.771 28. IA
$',000 1 TO $50000 2129.211 189.001 2018.291 A5.A7
$50001 TO $60000 2811.221 660.781 2703.191 6A.12
$60001 TO $70000 1718.921 950.261 3596.701 81.71
$70001 TO saoooo A751.80 I 12 A 8. A 8 | A 6 0 0 .0 A | 103. A2
$80001 TO $90000 59A0.27| 162A.19I 5780.931 122. A6
$90001 TO $100000 7 A 91.16 | 21 3 A . 3 A | 7327.021 139.91
$100001 TO $150000 10980.211 3185.221 10801.8A| 191.16
$150001 TO $200000 21 A 6 7 . 2 71 5853.221 21278.881 291.87
$200001 TO $100000 . A9951.55 1 11007.181 A97 7 7 . 15 1 379.22
$100001 TO SA00000 6 0 7 A1. 3 S I 16705.961 60515.AS| A71.93
OVL'R SA00000 122195.501 33855.511 121980.901 509.71
TOTAL 1772.911 191.071 1698.781 33.1A I



IP

TABLE 16 
1990 TAX ALTERNATIVE ONE 

MODERATE ECONOMIC SCENARIO

WAGE t SALARY ADJ GROSS IIICIIME TAXABLEincline NUMBER OF EXCMPt1UHS VALUE OF
txtni’unns ITEMIZEDUCDUCIIOIIS STANDARD nriuici ions

N PCIII SUM SUM SUM SUM SUM SUM 5UM
AGI CROUP
IOSS 2925 1.09 26365568.00 -59283682.17 11337997.98 7950.00 16696112.09 22826015.78 9373639.60
CO 10 CIOOOO 53566 20.16 266905721.00 308713792.311 63056718.50 77609.00 162308222.67 199670766.38 188266312.37
C10001 10 (20900 52762 19.70 703208769.00 821126187.65 370667855.65 93055.00 196619196.80 220867731.36 186756667.60
(20001 TO (30000 39608 16.72 893115999.00 1028639660.16 609666898.11 86237.00 176173376.60 201989236.29! 131116693.63
C 3000 1 10 (60000 31556 11.78 1062536280.00 1173662339.22 770072221.351 80088.00 167362366.65 198689963.63! 88535178.35
(60001 10 ssoooo 26721 9.23 1067862265.00 1177663612.09 812962509.281 69372.00 165995525.29 186123866.681 57166337.87
CSOOOl 10 (60000 18138 6.77 932269695.00 10567221̂ 5.05 750862651.921 53910.00 112595193. 691 176663688.611 31566763.03
:60001 10 (70000 I 13563 5.06 822511897.00 939857608.90 690066852.081 61827.001 87163767 721 166311066.921 13607855.21
(70001 10 (SOOOO | 1007 3 3.76 695622872.00 816731935.87 611876117.071 31956.00! 66362892.921 121867863.561 11260025.10
(AC001 10 (90000 1 6963 2.60 532500619.00 669056526.681 500150069.991 22062.001 65626653.021 93618955.631 6936209.08
(90001 10 S100000 I 6660 1.76 370013362.00 506668932.171 397286663.lSl 16755.00! 29916591.711 70727157.771 6069718.93
(1 00001 10 S 1 000001 7 96 7 2.97 701929763.00 1102871983.661 893160155.211 25661.001 67835061.271 166969873.56 I 6519836.20
(150001 TO (2000001 851 0.32 89688308.00 186066265.671 163006905.631 2661.001 2735090.691 19093869.161 726619.36
(200001 TO (3000001 109 0.06 9900570.00 62186195.861 39206127.531 276.001 6330.531 2860137.331 106252.06
(300001 TO (6000001 103 0.06 15989368.00 53690336.511 69960619. 07 I 357.001 105.66! 3378609.781 109630.25
Ul'IR (600000 1 76 6.0 3 16865666.00 76669796.621 70193262.721 260.001 2091.601 6170232.801 76103.101
lOIAl 1267782 IOC 8182666762.00 987617960 9. 3916 708667185.6 1 1 6 06692.0011256996363.75 11809586566.80 |

j
7*ill7!i?71 . 0 |



TAX LIABILITY rro TAXABLE PAID FROn FCDRl 1 AX
TAX LIABILITY rr D II0II1AXABL E

LEAKAGE 10 nUMICAPAl HI­
ES

sun sun SUM sun
AGI GROUP
LOSS 1121559.10 290863.63 1100053.68 15931.99
SO TO S10000 2103811.85 82871.37 1597597.30 21776.07
S10001 TO $20000 17557829.82 580555.59 15370308.90 169737.89
$20001 TO $10000 33319832.35 2509397.67 30665873.03 981976.58
$$0001 10 $$0000 96576396.5. 6065975.99 93760375.07 919632.98
$'■0001 TO ssoooo 52192396.70 9925966.76 99639786.82 1123109.00
$50001 TO S600U0 51331971.1 9 15969061.95 99033252.05 1161336.67
$60001 TO $70000 50559882. fit 12821717.79 93639119.16! 113371 .38
$70001 10 OSOOOO 97552399.00 12988993.87 96031195.70! 1039181.02
$80001 10 $90000 9117375:.99 11262129.81 90065377.091 857930.61
$90001 10 $100000 39910772.79! 9955695.12 39138556.731 659129.50
$100001 TO $150000 86367699.28 25191172.10 89999382.561 1531095.27

O 
I 

•— 
1 

U9 
1 

O 
1 

O 
1 

O 
1 1

O 
1 1

O 
1 

PJ 
1 

o 
t

O 
1 

O 
1 

O 
1 

O 
1

•3215119.611 9985838.79 18050322.591 255787.92
$200001 TO $300000 5099887.261 1263999.60 5025835.261 36072.26
$30000 1 TO $'<00000 6920925.911 1726293.98 6395697.991 55917.93
OVER $900000 9651122.191 2673585.32 9635230.191 29836.50
TOTAL 509039785.601 113293508.73 903B92969.0 7 I 9981766.51



H PCTM
MAGE I SALARY ADJ CROSS 1 INCOME ! TAXAOIEINCOME 1 HUMDCR OF t EXIMP 11 OHS VALUE OF EXEMP1IOMS ITEMIZED DEOUC11OIIS STANDARD 

DEOUC IMWS
MEAN MEAN ME A M MEAN ME AH MEAN MEAN

ACI CROUP
LOSS 2925 1.09 9011.87 -20309.521 3876.26 2.72 5619.70 7801.08 6792.25
so 10 $10000 51966 20.16 6560.00 5769.721 798.17 1.66 3008.83 1701.65 3599.06
S10001 TO $20000 52762 19.70 11132.99 15603.351 7027.57 1.76 3690.02 6187.70 3368.28
$20001 10 $30000 19608 16.72 22663.32 26169.611 15670.08 2.16 6670.50 5125.59 6276.52
$10001 10 $00000 31556 11.78 33673.52 37239.131 26606.90 2.56 5106.00 6296.82 6572.15
$00001 10 ssoooo 26 721 9.21 61196.56 67687.151 32886.691 2.81 5905.73 7523.93 6300.01
$00001 10 $60000 18133 6.77 51397.60 58337.321 61397.201 2.97 6207.70 9617.57 5051.93
$60001 10 $70000 13563 5.06 60663.80 69377.551 50378.681 3.08 6626.58 10660.051 5086.89
$70001 TO $30000 1 007 1 1.76 69018.31 81061.661 60766.181 3.17 6588.20 12093.671 5179.60
$80001 10 $90000 6961 2.60 76618.27 91175.701 71829.681 3.17 6523.98 11665.201 5266.90
$90001 10 $100000 6660 1.76 79602.01 108317.011 85256.611 3.17 6619.66 15177.501 5316.59
$100001 10 $150000 7 967 2.97 88326.38 118813.361 111018.771 3.23 6019.26 18262.091 5596.67
$150001 TO $200000 8M 0.12 106910.68 218129.271 191096 02 3.10 3206.66 22386.371 5332.37
$200001 10 $100000 109 0.06 90830.921 387029.321 359639.25 2.51 58.08 26056.311 5636.95
$100001 10 $600000 108 0.06 168069.521 695280.881 662613.16 3.31 0.98| 31231.571 6637.07
OVCR $600000 76 0.01 200886 -.681 1020136.171 968557.311 3.26 28.261 56356.501 5356.03
TOTAL 267782 100 30556.661 36956.061 25350.651 2.26 6686.611 6757.691 6117.53



TAX LIADU1TY I'TD TAXABLE PAID FROM TEDRL TAX
TAX LIABILITY PFD IIOMT AXABLE

LEAKAGE TO MUIIICAPAL1 TI­ES
MEAN MEAN MEAII MEAII

AGI GROUP
1055 585.44 99.44 376.09 5.46
50 TO $10000 59.00 1.54 28.69 0.40
$1 0001 TO- $20000 552.90 11.01 291.42 3.22
$20001 TO-$30000 845.53 63.68 778.16 12.22
$50001 TO $40000 1476.09 192.23 1386.84 29.14
$40001 TO $50000 2109.25 381.29 1999. 911 45.43
$50001 TO $00000 2(150.08 659.61 2703.341 64.03
$60001 TO $70000 3727.41! 945.351 3586.161 83.59
$70001 TO $80000 4720.78! 1239.841 4569.761 102.67
$80001 TO $90000 5913.221 1617.421 5754.04 | 123.22
$90001 TO $100000 7491.581 2136.421 7325.871 140.37
$100001 TO $150000 10867.961 3169.901 10688.861 192.66
$150001 TO $200000 21354.181 5845.121 21160.991 299.87
$200001 TO $500000 46283.371 11641.691 46108.581 330.94
$500001 TO $400000 59448.391 15984.201 59219.431 517.76
OVER S400000 13C420.57| 36129.531 130205.81 I 403.20
TOTAL 1882.281 423.081 1806.851 35.41



TABLE 17
1991 TAX ALTERNATIVE ONE

MODERATE ECONOMIC SCENARIO

MAGE 1 SAURY ADJ CROSS INCOME TAXABLEINCOME NUMBER OF EXEMPTIONS VALUE OF 
EXEMPTIONS ITEMIZEDDEDUCTIONS ! STANDARD DEDUCTIONS

N PCTH SUM SUM SUM SUM SUM SUM SUM
AGI GROUP
LOSS 2826 1.05 26151717.00 -58930891.94 11872666.66 7702.00 16712452.69 22704079.67 9613825.57
00 TO 010000 51193 19.07 233394604.00 292786918.06 36408407.86 74429.00 162795057.60 198011904.68 188677056.95
010001 TO 020000 51365 19.14 686318284.00 799113086.17 348699801.46 90083.00 197027867.60 223647139.26 190566584.05
020001 TO 000000 39219114.61 889736838.00 1022530539.62 595998716.60 82853.00 181193279.00 205168826.57 136473268.16
000001 TO 040000 j 31792111.85 1071210898.00 1181316606.58 768577005.95 79365.00 173430339.69 202249836.331 93983364.12
040001 TO OSOOOO I 251071 9.351 1086818833.00 1197238525.45 821357692.71 6992C.00 152772111.14 190643103.37 62066212.91
OSOOOl TO 060000 I 186801 6.961 959615727.00 1087936586.28 767582659.23 i 55022.00! 120208567.00 180798508.82 35065388.29
060001 TO 070000 | 141721 5.281 862239297.001 983541884.84 717558041.141 43674.001 95213638.27 151635463.79 21077462.14
070001 TO 080000 I 1 070 1 1 3.991 734716610.00! 866083961.40 I 647604945.861 33882.001 73706630.40 129320745.22 13229483.90
080001 TO 090000 75721 2.821 576125158.001 705032371.021. 541238140. 721 23906.001 51677673.59 101179027.58 8368573.74
090001 TO 0100000 I 52231 1.951 412975522.001 565674142.951 443513266.891 16559.001 35189173.36 79515744.94 4880433.00
0100001 TO 01500001 92041 3.431 813480190.0011285842525.1811043039035.461 29707.001 58979616.15 170026835.971 8268831.12
0150001 TO 02000001 10731 0.40| 113944305.001 231801267.081 201633784.261 3371.001 4370942.86 24230939.961 901382.44
0200001 TO 03000001 1431 0.051 15670147.001 52588873.081 48697808.451 349.001 15526.73 3690737.901 134281.32
0300001 TO 04000001 44 | 0.021 7005312.001 22124906.061 20646225.251 142.001 0.00 1412280.811 68730.50
OVER 0400000 i 791 0.031 15733671.001 86653603.571 82178076.311 251.001 0.00 4360327.261 58014.80
TOTAL | 2683931 10018505137113.001 10321334905|7096606274.75| 611215.00|1323292876. 09 1888595502.141 773432893.01



TAX LIABILITY PFD TAXADLE PAID FROM FEURL TAX
TAX LIABILITY PFD 
NOIITAXADLE

LEAKAGE TO MUIil CAI’AL HI­ES
SUM SUM SUM SUM

ACI GROUP
LOSS 1248321.95 336440.56 1228947.03 15682.10
SO TO SIOOOO 1803531.21 77499.51 1315109.02 20885,12
S10001 TO $20000 16483892.14 551112.32 14413657.781 159364.22
$20001 TO $30000 32626823.91 2470230.89 30030846.131 479065.61
$30001 TO $40000 46727395.55 6129571.69 43930216.391 906529.21
$40001 TO $50000 52968022.43 9607349.66 50252461.961 1138590.37
$50001 TO $60000 52539601.63 12237575.24 50199084.121 1191246.06
$60001 TO $70000 52624462.471 13359408.901 50633131.521 1179198.21
$70001 TO SS0000 50419336.201 13187834.481 48812744.321 1089554.71
$80001 TO $90000 44522203.491 12151134.671 43320563.71 I 923B05.81
$90001 TO $100000 38951241.391 11106773.921 38088590.971 719824.99
$100001 TO $150000 100483155.191 29170656.681 98834870.081 1765045.86
$150001 TO $200000 22391457.211 6251485.021 22183010.081 321107.21
$200001 TO $300000 6189472.501 1609254.551 6163220.501 48758.54
$300001 TO $400000 '2672200.661 682540.481 2662572.661 12789.29
OVER $400000 11363725.061 3153124.291 11347021.061 43369.94
TOTAL 534014843.001 122081992.871 513416047.331 10014817.25



UAGE I SALARY ADJ CROSS INCOME TAXAIUE 1 IIICOMC 1 HIIMDER OF EXEMPTIONS I VALUE OF 1 EXEMPT IONS 1 IIEMI2CD 1 DEDllCI IOIIS I S1 AIIDARD
1 ucn'iciiuits

H pcth MCAN MEAII MEAII 1 MEAII MEAII MEAN 1 MEAII
agi group I
loss 2826 1.05 9253.97 -20904.89 4201.231 2.73 5913.82 8034.00 5009.81
SO 10 £10000 51191119.07 4559.1 1 1 5746.31 711.201 1.45 3180.03 3867.951 3768.72
£10001 10 £20000 51165119.14 11161.59 15592.75 6788.67 I 1.75 Ti-! 5.84 4354.081 4028.64
£20001 10 £10000 39219114.61 22686.37 26124.95 15196.681 2.11 4620.04 5231.361 4435.99
£10001 10 £40000 31792111.85 33694.35 37213.85 24)75.171 2.50 5455.16 6361.66 4733.01
£401101 10 OSOOOO 25107 9.35 43287.48 47742.49 32714.291 2.78 6084.84 7593.23 4972.06
OSOOOl 10 £60000 18680 6.96 51371.29 58309.39 41091.151 2.95 6435.15 9678.72 5250.10
£60001 10 670000 14172! 5.281 60841.05 69471.891 50612.091 3.08 6718.431 107.99.65 5311.86
£70001 TO OSOOOO 107011 3.991 68658.69! 81094.00! 60515.171 3.17 6887.831 12084.92 5373.47
OSOOOl 10 640000 75721 2.821 76086.261 93245.921 71478.891 3.16 6824.84| 73362.26! 5491.19
£90101 TO 61C0000 52231 1.95| 79065.641 108345.941 84915.411 3.17 6737.351 15224.151 5564.92
£ 1 0 3001 10 SI 50000 9204| 3.43| 88183.331 139735.111 113124.541 3.23 6408.041 18473.15| 5830.57
6153001 TO 6200000 10731 0.401 106192.271 216031.001 187915.921 3.14 4073.571 22582.421 5704.95
£200001 10 6100000 143| 0.051 109581.451 367754.361 340544.121 2.44 108.581 25809.361 610.1.70
6100001 TO 6400000 441 0.021 1592)1.641 502838.771 469232.391 3.23 o.ool 32097.291 6871.05
OVER £400000 791 0.011 199160.391 1096881.061 1040228.81? 3.18 o.ool 55194.021 5801.48
TOTU 2683931 100 I 31689.121 38541.351 26441.101 2.28 4930.431 7036.681 43011.41



TAX LIABILITY PFD TAXADLE PAID FROM FGORL TAX
TAX LIABILITY PFD HOIITAXADLE

LEAKAGE TO P1UIII CAP AL 1TI-ES
MEAN MEAII MEAII MEAII

ACI CROUf*
l o s s 991.73 119.05 939.87 5.55
SO TO S10000 35.23 1.51 25.69 0.91
S10001 TO $20000 320.92 10.73 260.61 3.10
$20001 TO $30000 631.91 62.99 _____________ , 765.72 12.22
$30001 TO $90000 1969.78 192.80 1381.80 28.51
$'.000 1 TO $50000 2109.69 382.66 2001.53 95.35
$50001 TO $60000 2812.61 655.12 2667.32 63.77
$60001 TO $70000 3713.271 992.66 3572.76 83.21
$70001 TO $80000 9711.65 1232.39 9561.51 101.82
$80001 TO $90000 5879.851 1609.75 5721.15 122.00
$90001 TO $100000 7957.691 2126.511 7292.971 137.82
$100001 TO $110000 10917.391 3169.351 10738.251 191.77
$150001 TO $200000 20868.091 5826.171 20673.82! 299.26
$200001 TO $3110000 93283.021 11253.531 93099.961 390.97
$300001 TO $9110000 60731.83! 15512.281 60513.021 290.67
OVER $900000 193899.621 39912.971 193633.181 598.99
TOTAL 1989.681 959.861 1912.931 37.31



TABLE 18
1992 TAX ALTERNATIVE ONE

MODERATE ECONOMIC SCENARIO

UAGE I SALARY ADJ GROSS INCOME TAXADLEINCOME HUMBER OF EXEMPTIONS VALUE OF I ITEMIZED EXEMPTIONS | DEDUCTIONS STANDARDDEDUCTIONS
N PCTN SUM SUM SUM SUM SUM | SUM SUM

AGI GROUP 
LOSS

............ 2782 1.03 25603313.00 -59702639.05 10093961.91 7712.00 17536219.66| 23117590.28 10112763.75
SO TO $10000 68792 18.13 223076635.00 278533905.75 31083567.611 71311.001 163121893.201 196687788.19 187726315.76
010001 10 $20000 50190 18.65 676856501.00 781699606.62 330065603.10 87589.00 200352555.201 223917120.72 196515019.66
020001 TO $30000 38976 16.68 838895639.00 1015967865.12 583680017.10 80968.00 185153768.801 207987386.91 162916361.15
$30001 TO $<•0000 32175 11.96 1106861969.00 1198668661.06 775128730.30 78926.00 180605355.691 205316610.90 99733008.05
$'•0001 TO $50000 25689 9.67 1115560797.00 1217226966.021 830692206.51 70076 .OC 160127626.801 196026120.63 66688532.03
$$0001 TO $60000 18908 7.03 972929669.00 1100596817.88 772178558.60 56889.00 125629676.701 183563176.65 38363622.91
$60001 TO $70000 16503 5. 39 880193766.00 1 006003263.511 730736658.78 66089.00 100552676.681 156266966.871 23516550.80
$70001 TO $80000 11166 6.16 765860663.00 901551955.071 669986616.85 35168.00 80067865.521 135665269.78 16968299.33
$80001 TO $90000 8039 2.99 611609955.00 769701163.291 571757051.781 25269.001 57239380.771 109355337.091 9596233.60
$90001 TO $100000 5768 2.16 655260282.00 625050219,331 687669380.691 18361.001 60968603.671 88026673.89! 6262568.00
$100001 TO $150000 10728 3.99 956129683.00 1696756712.251 12085261 39.921 36613.001 72967216.361 197215927.20| 10237601.20
$150001 TO $200000 1357 0.50 166765672.00 297067618.661 257916997.061 6366.001 6367180.721 30778660.881 1286368.80
$200001 TO $300000 170 0.06 16226039.00 62192676.871 57616008.261 669.001 65981.681 6302086.961 156616.60
$300001 TO $'•00000 28 0.01 6277365.00 13337617.961 12565061.781 99.001 0.001 >27776.161 28720.00
OVCR $'.00000 85 0.03 18159817.00 82022576.161 77763067.261 307.001 0.001 6151506.901 60616.00
TOTAL 269129 100 8862002930.00 107666D2565|7607193165.22| 616150. 00 |1 390273605.02|1960679975.81 I 806106310.66



TAX L I AD It ITT PFD lAXAflE PAID FROM FEDRl TAX
1 TAX lIAnillTYl LEAKAGE TOPFD nUIIICAPALIll- HOIITAXADIE 1 ES

sun sun sun I sun
AGI GROUP
IOSS 1006130.99 264357.35 9B6855.24| 14170.60
SO TO S10000 1573921.41 81549.18 1144593.691 19037.82
S10001 TO $20000 15551262.60 526845.25 13579747.871 156952.81
S20001 TO $30000 32005296.10 2464903.66 29463562.131 474819.44
$30001 TO $40000 47A06690.51 6392973.55 44602724.361 955696.73
$40001 TO $50000 53954081.29 9857918.06 51230445.421 1178149.87
$50001 TO $60000 53039713.49 12341596.26 50699615.391 1200190.35
$60001 TO $70000 53737940.83 13691359.24 51721442.571 1216923.63
$70001 TO $80000 52059122.92 13655790.97 50390910.901 1141236.66
$80001 TO $90000 47051820.451 12810880.39 45782613.451 982041.83
$90001 TO $100000 42788261.78 12229517.33 41835630.011 808184.41
$100001 TO $150000 116144188.561 33925776.35 114225631.901 2060851.25
$150001 TO $200000 26629787.751 7893321.931 26362116.151 409236.62
$200001 TO S300000 7271097.181 1884779.621 7238337.181 59240.02
$300001 TO $400000 1607227.06 I 434075.851 1600731.061 8611.26
OVER $400000 10657644.751 • 2955438.001 10639104.751 59705.05
TOTAL 564484177.661 131411102.981 543504062.071 10745248.36



UAGE 1 SAURY ADJ GROSS 1IICOI1E TAXADIEINCOME IIUI1DER OF EXEMPT I OTIS VALUE OF EXEMPT IOIIS ITEIII2EDDEDUCTIONS STANDARDDEDUCTIONS
II PCTN MEAII MEAII MEAII MEAN MEAII MEAII MEAN

AGI GROUP
loss 2782 1.03 7203.20 -21516.66 3628.30 2.77 6302.76 8309.70 53v5.76
SO 10 G10000 68772118.13 6571.75 5735.52 637.06 1.66 3363.21 6027.05 3931.60
S10001 TO S20000 60170118.66 13685.88 15611.82 6575.72 1.75 3791.88 6661.3? 6176.68
S20001 TO $30000 38776116.68 22806.23 26120.781 16775.37 2.08 6750.661 5336.29 6575.67
630001 TO $60000 32176111.76 36600.68 37302.73 26071.03 2.65 5607.00 6381.25 6877.87
$<1000 1 TO $50000 25686 7.67 63776.16 67822.53 32588.77 2.75 6283.65 7613.57 5128.31
$50001 TO S60000 18708 7.03 51655.78 58278.8? 60838.72 2.90 6633.67 7708.23 5655.03
$63001 TO $70000 16503 5.3? 60670.66 67651 .38 50385.1? 3.06 6733.22 10776.66 5521.61
$70001 TO $80000 111661 6.16 68726.02 81038.38 60120.66 3.16 7183.06 12156.10 5630.26
$80001 TO $70000 8037 2.77 76055.67 73607.07 71122.71 3.16 7120.21 13603.10 5698.68
$70001 TO $100000 5768 2.16 78728.621 108602.761 86563.93 3.18 7099.271 15260.87 5796.26
$100001 TO $160000 1 0728 3.77 87126.671 137386.061 112651.58 3.23 6801 .571 18383.2? 6072.12
$160001 TO $200000 1 357 1 0.50 106665.771 218700.101 190062.66 3.20| 6677 .511 22681.60 5983.11
$20000 1 TO S TO0000 1701 0.06 75635.521 . 365838.071 338905.93 2.66| 270.681 25306.381 6266.58
$500001 TO $600000 28 0.01 152763.061 676363.501 668751.691 3.561 o.ool 25792.011 7180.00
OVCH $600000 85| 0.03 213666.711 766771.661 916626.321 3.611 o.ool 68861.261 6061.60
TOTAL 2671271 100 32728.661 60085.701 27522.861 2.28| 5165.831 7285.281 6688.90



TAX LIABILITY Pro TAXADLE PAID FROM (LORI TAX
TAX LIABILITY PFD 
IIOIITAXADLE

LEAKAGE TO MUIIICAPAl 111- 
E5

MCAN MEAII MEAN MEAII
AGI GROUP 
1055 761.66 95.02 35$.77 5.09
SO 10 SIOOOO 72.26 1 .67 27.$6 0.39
S10001 70 $20000 709.85 10.50 270.5/ 3.13
$20001 TO $70000 821.15 67.2$ 755.9$ 12. 18
$70001 TO $$0000 1 $ 7 7 . $ 0 198.69 1786.25 29.71
$$0001 10 $00000 2117.17 786.371 2010.30 $6.23
$50001 TO $60000 2805.151 652.721 2661.38 6 3. $8
$60001 TO $70000 7705.701 9$$. 0$I 3566.26! 83.91
$70001 TO $80000 $671. $91 1225.791 $521,801 102.$1
$80001 TO $90000 5852. 9$| 1597.591 5695.061 122.16
$90001 TO $100000 7$ia.211 2120.2$| 7253.061 1 $ 0 .12
$100001 TO $150000 10826.271 7162.761 106$7.$ 31 192.10
$150001 TO $200000 21097.871 5816.7$I 20900.601 301.57
$200001 (0 $700000 $2771.161 1 1 066. 9$1 $2578.$5| 3 $ 8. $ 7
$700001 TO $$00000 5 7 $ 0 0 . 9 7 1 15502.711 57168.971 307 .5$
OVER $$00000 12578$.291 7$76 9.86 I 125165.9$| 702.$1
TOTAL 2097.$5! $88.28| 2019.$9| 39.93



The projected time pattern generated from 1970 - 1979 accounting 
data can be used to translate the projected tax year collections 
presented 1n the tables below Into gross receipts (col. 2), refunds (col. 
3), and net receipts (col. 4) by quarter and fiscal year. The U. S. 
Consumer Price Index (col. 5) 1s used to deflate or Inflate the net 
receipts 1n nominal dollars to real 1986 dollars (col. 6) so we can 
compare estimated 1988 through 1992 projected fiscal year collections to 
actual collections from 1975 through 1979.

L i a b i l i t y  to  C o l le c t io n s

TABLE 1?

LIABILITY TO COLLECTIONS 

TAX ALTERNATIVE ONE 

NODERATE ECONOMIC SCENARIO

6R0SS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 486

(4a noa) (4a noa) (4a no*/ (4a real)

8 6 325.98
38/1 to 41 (41)
12 to 40 (40)
13 tl 43 (41)
/4 487 46 482

TOTAL 489 49 !ZI 338.66 476

89/1 4116 45 4111
12 4153 42 4151
13 4149 416 4132
/4 4128 436 492
TOTAL 4545 460 4486 354.17 4447

90/1 4126 46 4120
12 4167 42 4165
13 4162 420 4142
/f, 4136 444 493
TOTAL 4592 472 4520 370.39 4457

91/1 4134 45 4129
12 4176 42 4175
/3 4172 416 4156

n 4145 435 4110
TOTAL 4627 457 4570 387.35 4480

92/1 4142 45 4137
12 4187 42 4185
/3 4182 415 4167'
/4 4147 434 4113
TOTAL 4657 455 4602 405.09 4485



This alternative 1s piggybacked to the federal law for rnost of Its 
tax base elements.

Relationship to Federal Law

The following chart taken from the Price Waterhouse Guide to the 
New Tax Law(14) provides a convenient framework for discussing a tax 
structure which 1s similar 1n construction to the new federal law.

FEDERAL LAW 
CHANGES AT A GLANCE

ALTERNATIVE TWO; LIMITED BRACKETS/ FEDERAL TAX BASE

New Law

1987;
Five brackets, ranging up to 38.5 
percent

1988
Two brackets, 15 and 28 percent

Income averaging 1s no longer 
a 11 owed

Two-earner deduction 1s eliminated

Dividend exclusion is no longer 
permi tted

State Structure

A state law might be structured as follows:

1. Adopt new federal rules to derive the taxable Income base;

2. Divide taxable Income Into a small number (2 or 3) of bracke 
according to some objective criteria or adopt the Federal brackets.

3. Specify state tax rates for each of the chosen brackets with income 
1n the higher bracket(s) being taxed at a higher rate.

The details except for the limited number of brackets and rates are 
similar to the previous case.

Old Law

Fifteen brackets, ranging up 
to 50 percent

Taxpayers may use Income- 
averaging

Two-earner deduction 1s 
available to working couples

Taxpayers may exclude $100 of 
dividend Income from taxation

- (  66 )-

ft



The federal law has changed dramatically since the Alaska 
Individual Income tax was In effect. This proposal assumes that the 
changes adopted by the federal government will be referenced 1n Alaska 
Statute much as they were 1n 1978-1979. This will result 1n the
expansion of the tax base through the Inclusion of more Items 1n Income, 
a decrease 1n both exclusions and Itemized deductions from Income, and an 
Increase 1n standard deductions and the value of exemptions, resulting 1n 
lower taxable Income 1n the lower part of the Income distribution and 
higher taxable Income 1n the upper part of the Income distribution. The 
specifics of the changes resulting from tax reform at the federal level 
are available 1n a number of publications and we will not attempt to 
discuss those here. The provisions of the new law that we assume would 
be effective for this proposal are summarized below.

Income Inclusions and Exclusions

Included as total Income are wages, salaries, tips, Interest
Income, dividends, Income tax refunds, alimony received, business Income, 
capital gains, pensions, IRA and annuity distributions, rents, royalties, 
partnership, estates, trusts, farm Income, unemployment insurance (which 
we are unable to include 1n our model), social security benefits and 
other Income. The new Federal law eliminates the $100 - $200 exclusion 
of dividend Income and treats the full amount of capital gain as ordinary
Income. The Alaska Permanent Fund Dividend 1s included as Income.

New restrictions are now Included in the Federal law which define 
passive and active participation 1n ventures and set limits for higher 
Income taxpayers on offsetting losses of any kind. Passive losses cannot 
be used to offset other Income except for $25,000 1n participatory rental 
losses. (Passive losses occur particularly 1n some partnership and 
rental activities.)

Income Adjustments

Under the new Federal law, only the Keogh plan contributions, 
savings withdrawal • penalties and alimony paid adjustments from Income 
remain. Eliminated is the Two Earner adjustment; while the IRA 
adjustment 1s phased ''ut at higher income levels or eliminated 1f the 
employer covers the r 1. oyee with a retirement plan. The moving expense 
and employee busines: :nse adjustment are now deductions.



Treatment of the Alaska Permanent Fund Dividend

presented Ir.clude the Alaska Permanent Fund 
The 1989 low case Table 20 Indicates a loss 
were not taxable ($393.9 million with PFD 
with PFD excluded). The taxable Income 
with PFD not taxable. Children and other 
will not pay tax on the PFD. The estimates

All of the alternatives 
Dividend as taxable Income, 
of $lb million 1f the PFD 
Included - $377.9 million
presented 1n the tables 1s 
persons not required to file 
of the PFD are as follows:

1988 $750
1989 $800
T990 $800
1991 $800
1992 $800 

These are rounded values from the December 
the Department of Revenue.(15)

Nonresident Apportionment

As was done in the 1978 Alaska Individual income tax, nonresident 
workers apportion their Income by source state 1n this proposal. The
apportionment ratio 1s obtained by dividing Alaska adjusted gross Income
(Income earned 1n this state or attributable to Investments 1n this
state) by total adjusted gross Income. The ratio obtained 1s used to 
adjust exemptions and standard deduction. Itemized deductions are 
apportioned to Alaska based on the expenditure location, property site or 
source of Income to pay the expenditure.

1986 Long Run Fiscal Model of

Standard Deduction

The following.'sjtandard_ deductions are_assumed .to be adopted from the 
Federal Code and are Indexed yearly, .for Inflation.

Filing Standard
Status Deduction

Single $3,000
Married Filing Joint $5,000
Harried Filing Sep $2,500
Head of Household $4,400

Add'nl for Blindness/ 
Age Exemption_______

$750 per Exemption 
$600 per Exemption 
$600 per Exemption 
$750 per Exemption

Itemized Deductions

Those with greater than the standard deduction can Itemize 
deductions on state returns as done on the Federal return. Alaska Income 
taxes cannot be deducted for Alaska tax although they can for Federal 
income tax. Medical expenses 1n excess of 7.5 percent of adjusted gross
Income are deductible. Sales taxes are not deductible but property taxes
are. Home mortgage Interest (for primary and secondary residences) 1s
still deductible, but consumer Interest 1s phased out and other mortgage 
Interest 1s no longer deductible. Union and professional dues, tax 
return preparation fees, employee business expenses are also deductible, 
but must total more that two percent of adjusted gross Income. Moving
expenses are deductible.
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