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EXECUTIVE SUMVARY

The purpose of this study was to develop a model allowing us to evaluate

the revenue potential and burden of Individual Income tax proposals presented
by Legislative and Executive policy makers. We have presented three
alternative structures here primarily for Illustrative purposes, and 1n no way
wish to suggest these are proposals of this Department or section. The value
of these alternatives 1s comparative. Illustrating the way different

structural elements 1n a tax can be altered to obtain various results, and to
show what scope of Information 1t is possible to generate 1n response to a

proposal. We have evaluated the advantages and disadvantages, as well as
preliminary estimates of fiscal Impact, for each of our three Illustrative
Individual Income tax alternatives 1n order to suggest what kinds of questions

could be asked about various proposals.

It should be noted at the outset, that 1t will be practically Impossible
to replace petroleum revenues with taxes on Individuals or other Industrial
sectors given the present structure of the Alaskan economy. In fiscal year
1984 the gross wellhead value of North Slope oil production was approximately
$10.6 bl11l1llon(2) while the estimated gross production of all other
nongovernmental Industrial sectors was only $8.7 billion and total disposable
personal income was $6.8 billion. In addition, oil production has been a high
profit sector and thus supported much higher .levels of taxation than other
more marginal Industrial sectors. Also, many other |Industries are currently

supported, directly and Indirectly through state government, spending of oil
revenues.

In a study of the tax capacity of the 50 states, the Advisory Commission
on Intergovernmental Relations concludes that Alaska has a relatively low tax
effort Index (high additional tax capacity) for three tax types, personal
Income tax, general sales tax, and estate and gift tax.

State-Local Tax

Collections as % Alaska Effort
Tax of U.S. Total Index 1982
General Sales 23.5% 29.1
Selected Sales 11-7% 102.0
License Taxes 3.5%. 118.0
Individual Income 19.7*/. .7
Corporate Income 5.6% 95.0
Property 31.8% 105.0
Estate and Gift .9% 22.9
Severance 3. 4% 278.8



It should be noted that the three tax alternatives examined are revenue
neutral 1n nature for the first year only (1988), 1. e. they were designed to

generate approximately the same amount of revenue. For each succeeding year,
they are not necessarily revenue neutral. What 1s Important 1s to focus on
differences 1n Inclusions, exclusions, deductions, and exemptions as they
affect differing Income groups. . «

The figure below compares the progressivity of the effective tax rates of

the three tax alternatives. The lowest line 1s the most progressive, while
the straight |line Indicates whal' a strictly proportional tax with no
exemptions would look like. A regressive tax structure would He above the
proportional line over at least some area. The most progressive alternative

examined here 1s the progressive rate =alternative (one), and the least
progressive 1ls the flat rate alternative (three).

PROGRESSIVITY MEASURES

CUMULATIVE * OF AGI
LTI [¢] ALT2

Q AGI + A ALTS
Alternative 1: Relmposltlion of old Alaska tax rates to new Federal taxable
Income.

Alternative 2: Adoption of two brackets and rates applied to new Federal
taxable Income.

Alternative 3: Flat rate tax applied to new Federal adjusted gross Income
with high personal exemption.

On the page following, we present a table that compares the three
alternatives we looked at for the year 1988, showing the effective tax rates
for each Income group and each alternative. The table also reveals the actual
percentage paid by Income groups as a result of the transfer from the Federal
to the State pocket, 1. e. Itemization of deductions allows the taxpayer to
deduct state Income taxes from Federal Income taxes, and thereby Infuses new

money Into the State's economy by transferring funds that would have gone to
the redera. government to the State government.
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INTRODUCTION AND PURPOSE OF STUDY

Current revenue projections for fiscal years 1988 through 1992
Indicate that revenues generated by petroleum related activities (011 and
Gas Corporate Net Income Tax, 011 and Gas Property Tax, 011 and Gas

Severance Tax and 011 and Gas Royalties) will comprise over 81.5 percent
of total wunrestricted General Fund Revenues for the period. Therefore,
state government 1s presently very dependent on these sources of
revenue. Finding sources cf additional revenue 1s becoming Increasingly
Important.

Prudhoe Bay oil production has already peaked. Total Alaskan

production 1s currently projected to decline from over 1.848 million b/d
In fiscal year 1986 to under 400,000 b/d by fiscal year 2005. This

represents a compound annual average rate of decline of 7.9
percent.fl) Other North Slope fields which are <currently projected to
begin producing will only partially offset this decline. These
projections are based only on the development of presently known and
economically developable reserves. Additional discoveries may be made in
the future, but their development as well as the development of some
currently known but high cost reserves 1s highly dependent on the future
growth of real oil prices. In addition, these future discoveries may be
made on federal OCS- lands from which the state would receive little or no
revenues. Future petroleum revenues are therefore both exhaustible and

highly uncertain.
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TABLE 3

GENERAL FUND UNRESTRICTED REVENUE PROJECTIONS
Real)

FISCAL
YEAR
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TAX CAPACITY AND TAX BURDEN ON ALASKANS

The assessment of the burden of taxation 1s a complicated problem.
Statutes determine who 1s legally responsible for a tax. In contrast the
economic Incidence of atax 1s the change 1n the distribution of private real
Income brought about bya tax. Different taxes can be shifted tc differing

extents from the person or business legally responsible to other individuals
or businesses.

In less rigorous terms, concepts such as burden are examined by
resorting to state-by-state comparisons of taxes paid usually on a per capita
basis orln relation to some measure of revenue capacity. Because measures
such as per capita Income are poor measures of revenue capacity, alternative
concepts have been developed. One such measure Involves the <concept of a
representative tax system (RTS).(3)

“The RTS is designed to answer this question: what would be the
total revenue of each of the 50 states if every state applied
Identical tax rates - national averages - to each of 26 commonly

used tax bases?"

Tax effort 1s acompanion concept that Indicates the overall tax burden
placed on the base asdefined by the tax capacity concept. A tax effort Index
is created by dividing the state's actual tax collections by Its estimated tax
capacity and multiplying by 100.

“The result may be Interpreted as a measure of how much a state

chooses to exploit all its potential tax bases relative to other
states. If a state has a tax effort beneath the national norm,
1t will have an effort Index under 100. Conversely, 1f a state
has a tax effort 1n excess of the national average, 1t will have

an effort Index over 100."

The most current estimates of these ratios 1s 1n an Advisory Commission
on Intergovernmental Relations publication Tax Capacity of the 50 States.
Dated Hay 1985, the book 1s based on tax data for 1982. While aged, the
numbers are Indicative of Alaska's state and local tax burden relative to

other states.(4)

Indexes of this sort <can often hide subtleties. 1n the underlying

relationships. For Instance the effort variables are developed using per
capita measures which hide the fact that a substantial portion of the tax may
be paid by out-of-state visitors or seasonal workers. Alaska, for instance,
shows a high effort for hunting and fishing licenses. Although care has to be

exercised 1n their Interpretation, the figures Indicate that Alaska residents
are taxed at relatively Ilow levels <c¢n Income and sales when compared to
residents of other states.



Overall Alaska shows a high tax effort because of our resource based
taxes. However, effort measures are considerably below national norms for
several major taxes commonly found 1n other states. Column two below shows
the relative Importance of major taxes and column three shows Alaska's effort
Index for these taxes.

State-Local Tax

Collections as % Alaska Effort
Tax of U.S. Total Index 1982
General Sales 23.5% 29.1
Selected Sales 11.7% 102.0
License Taxes 3.5% 118.0
Individual Income 19.7% e
Corporate Income 5.6% 95.0
Property 31.8% 105.0
Estate and Gift .9% 22.9

Severance 3.4% 278.8



GENERAL STRUCTURE OF INOIVIOUAL INCOME TAXES

Individual Income taxes are based on Income at |Its source 1n contrast to
other taxes, such as sales, excise taxes and duties which tax Income 1n Its

use. The basic elements of any tax structure apply to the Individual Income
tax. These are tax base, rate(s) and credits against tax owed.
Tax Base

Tax base Is characterized by what 1s Included, excluded, and deductible
from Income. It 1s also affected by the presence and size of personal
exemptions, and whether these exemptions apply to the taxpayer only, or also
to dependents or to special debilitating conditions, such as blindness or
elderliness.

Tax Rates

Tax rates are applied to the tax base. They can be separated Into rate
groups for qualifying taxpayers, such as marital status or household type
(1. e. married filing jointly, married filing separately, single, slrig’'e head
of household or widower). Rates can also be stratified by Income groups so

that taxpayers with different Incomes pay different rates.

Tax Credits

Tax credits agalnsl tax owed are deducted after the rate 1s applied to
the tax base. Tax credits are available for special expenditures and
generally are effective 1n encouraging those expenditures. Examples of eonrnon
Individual Income tax credits are for child care expenses, energy conservation
Investments, or political contributions.

Tax credits have much more Impact 1n eroding tax base than tax
exclusions or deductions do, as the following example Illustrates.

In the first example below, an exclusion or deduction would have to be
worth $2,500 in order to reduce the tax to $1,100 that the $100 tax credit
produced. At a four percent tax rate, the $100 exclusion or deduction
effectively reduced the tax base by $100, or 0.33%; while the $100 credit
reduced the tax base by $2,500, or 8.33%.

The higher the tax rate, the greater 1s the value to the taxpayer of all
tax base reductions even though the absolute value of the tax credit is the
same, $100. In the second example, the eight percent tax rate has Increased
the value of the $100 tax base reduction to $8 dollars and the credit remains
$100. An exclusion or deduction would have to be worth only $1,250 1n order
to reduce the tax to $2,300 that the $100 tax credit produced 1n the second

example.



$100 $100 $100
EXCLUSION DEDUCTION CREDIT

INCOME $30,000 $30,000 $30,000

EXCLUSIONS $ 100 $ o $ 0

AOJ GROSS

INCOME $29,900 $30,000 $30,000
DEDUCTIONS $ 0 $ 100 $ 0
TAXABLE

INCOME $29,900 $29,900 $30,000

IF TAX RATE 4% 4% 4%

TAX $ 1,196 $ 1,196 $ 1,200

CREDIT $ 0 $ o $ 100

FINAL TAX $ 1,196 $ 1,196 $ 1,100

TAX REDUCTION $ 4 $ 4 $ 100

IF TAX RATE 8. 8. 8%

TAX $ 2,392 $ 2,392 $ 2,400.

CREDIT $ 0 $ 0 $ 100

FINAL TAX $ 2,392 $ 2,392 $ 2,300

TAX REDUCTION $ 8 $ 8 $ 100
The Federal Tax Structure and Its Effect on State Tax Policy /

The Price Waterhouse Guide to the New Tax L a v / points
several of the major objectives of the Tax Reform Act of 1986:

1. "Those with similar Incomes should pay essentially the same
amount of taxes. This Injects an element of fairness Into the
system that has been absent from prior tax laws. At the same
time, the new law reflects a sharp departure from the recent
trend toward attempting to cure a wide variety of social and
economic problems through tax Incentives, or perhaps more
accurately tax subsidies."(6)

2. "Another objective was that the law be as understandable and as
straightforward as possible, to avoid manipulation of statutory
complexities that work to the advantage of the sophisticated and
the disadvantage of the financially naive."(7)

While these objectives have not been fully realized by the new
law, any movemenL toward realization 1s laudable. Tying state law Lo
federal law, In addition to simplifying return preparation for
taxpayers, would Implicitly signal the adoption of similar principles.

TABLE 4

EXAMPLES OF TAX CREDITS

VERSUS
TAX DEDUCTIONS

out:

Federal
the new
Alaska



One obvious disadvantage to the "piggyback" arrangement is that changes
in the Federal law significantly alter the state tax base and state revenues

without a policy change by Alaska. This is of particular concern given that
large Federal deficits are already Ileading some in Congress to suggest
modifications to the new tax code. The advantages of piggybacking are
primarily administrative and relate to awudit, compliance and collections
functions. When the IRS audits returns and determines adjustments this
information can be shared with the state. This lowers audit costs for the
state in that there is less independent verification of information.
Minimizing administrative and compliance expenses is an important criteria in
evaluating alternative tax systems. These costs are an important

consideration as is evidenced by this discussion of expenses at the federal
level:

"The costs of administering the income tax in the United States

are fairly low. In 1981, for example, the Internal Revenue
Service expended only 41 <cents to raise each $100 in taxes
[Commissioner of Internal Revenue, 1982, p. 55]. However, the
compliance costs of personal income taxation are quite
substantial. On the basis of survey evidence, Slemrod and Sorum

[1983] estimated that in 1982, the average U.S. household
devoted about 29 hours to state and federal tax preparation, and
spent about $53 for professional advice. If the value of time
is approximated at about $10.70 per hour, then the total
resource cost per household 1s about $364. Multiplying this by
the 97 million taxpaying wunits in 1982 gives a total resource
cost of $35.3 billion, about 9 percent of total federal and
state income tax revenue."(8)

A final <criteria by which any other tax system might be judged is

adequacy. That s, does it raise sufficient revenues particularly with
reference to all the costs, both political and monetary, associated with Its
imposition. Currently, individual income taxes rank second as a producer of
state revenues nationally producing about 30 percent of revenues in 1984.
That proportion has increased significantly over time. In 1973 about 23
percent of state revenues came from this source. In general then income taxes

raise significant amounts of revenue in relation to the administrative costs.

-1 8)-



PATTERN OF COLLECTION & REFUND

Actual tax collections are spread throughout time. Generally, income
taxes are withheld by employers and submitted directly by them to the State.
Those who are self-employed submit estimated tax payments on a regular basis
throughout the vyear. Finally, taxes are submitted, 1f owing, with the tax
return prepared for the tax year (due by April 15).

Refunds are generally requested when tax has been overpaid by submission
of a tax return that documents the overpayment. Those returns are primarily
submitted 1n February through April and the refunds issued a month after the
return is received.

The time pattern of tax payments was evaluated for this project using
data available on Department of Revenue data bases and the refunds were

analyzed using State accounting system reports. From those, a projected time
pattern was generated. This can be used to translate the projected tax year
liabilities presented in the tables into gross collections, refunds and net
collections by quarter. This translation 1s-an important step in determining

fiscal year revenues.

Historically, collections for any given tax year have exceeded liability
and a portion of tax collections have been refunded. For this analysis, tax

collections for a tax year are estimated to he 25 percent greater than the
estimated liability for that tax year.

Receipts for the fiscal year by quarter are estimated using ratios that
are based on an analysis of 1970 - 1979 Cash Flow data (g) from the Alaska
individual income tax. Refunds are then estimated as 27.2 percent of the
total fiscal year receipts from the prior fiscal year; an estimate based on
Department of Administration PBA reports for 1970 - 1979.(g)

This analysis may overestimate tax refunds for the flat tax options as
presumably the ability to estimate tax Iliability for the Individual will be
considerably easier. The refund amounts tend to net out over time, in any
case, so this refund estimate is used for all alternatives.



EVALUATION OF ALTERNATIVES

We have presented three alternative structures here primarily for
illustrative purposes, and in no way wish to suggest these are proposals of
this Department or section. We have designed the three alternatives to raise
approximately the same total revenue with three different tax structures; our
benchmark revenue amount being that obtained by the first alternative,
reinstatement of the old individual Income tax.

The tables presented In this report summarize only the projected
guantitative impacts of these illustrative individual income tax alternatives
and can't effectively be compared on revenue raised. Tax alternatives two and
three were constructed to yield approximately the same 1988 revenue as
alternative one. After 1988, tax alternatives were allowed to yield whatever
revenue the interaction between the tax structure and the economic variables

generated. The comparison of the alternative yields identifies the relative
responsiveness of each structure to the projected changes in the economy. In
addition, these alternatives illustrate the way different structural elements
in a tax can be altered to obtain various results, and to show what scope of
information it is possible to generate in response tc a proposal. We also
have evaluated the advantages and disadvantages, as well as the preliminary
estimates of fiscal impact, for each of our three illustrative individual

income tax alternatives in order to suggest what kinds of questions could be
asked about various proposals.

.

This highlights, the other crucial issues. Each of the elements of the
tax structure can be tailored to affect different taxpayers differently (or to
try and affect them identically). The alternative tax structures we present
will each be analyzed briefly on a number of issues including how they affect
taxpayer groups, how easily administered they are and how politically

palatable they might be.

In general, the issues which should be <considered with respect to
measures to increase revenues are as follows.

Economic Efficiency: What effect does the proposed tax have on
incentives and economic decision making? How does the tax alter consumption,

production or resource allocation decisions?

Equity: Who bears the burden of the tax and how does that burden
compare with ability to pay or benefits received? Is the tax progressive or

regressive with respect to income and/or wealth?

Elasticity: What is the sensitivity of the tax revenue yield to changes
in economic or demographic conditions? As income or population increase or
decrease, does tax revenue.increase or decrease 1n greater, lesser or equal

proportion?

Administrative Efficiency: How costly Is the tax to administer 1n terms
of resources devoted to administration and compliance relative to the revenue

yield of the tax? Who bears the burden of administrative cost, the taxpayer,
the State or the tax collector (if different from the State)?

Political Feasibility: How acceptable s the proposed tax to the
legislature and/or the electorate given existing social, political, and

economic conditions? Who benefits, who loses, and who has the most political
power?
-i o I-



Additionally, we are concerned with three other Issues.

Interstate Capture: How much of the tax owed by nonresident taxpayers
who work in Alaska 1s 1t possible to capture?

Intergovernmental Effects: Does the tax erode the tax base of higher
level (federal) or lower level (local) governments? If this should be
mitigated, how can 1t be done?

Inflation Effects: What 1s the effect of Inflation on the elements of
the tax structure and the burden on the taxpayer? If this should be
mitigated, how can 1t be done?



Distribution of Income Inclusions. Exclusions and Deductions

The Individual Income tax 1s based on source of Incomel As such, the
distribution of Income among households 1s very Important 1n determining the
vertical distribution of the tax Incidence. It 1s also Important how
Inclusive of various types of |Income the tax base 1s. The tables below
present data estimated to simulate the 1988 new federal Income tax structure
to which all our alternatives will at least partially be tied.

It 1s obvious from this table that special treatmenL or exclusions
applied to some sources of Income are going to affect households at different
points on the Income distribution, differently. For example, capital gains,
until recent tax reform, had special treatment. A portion of net capital
gains could be excluded from Income for tax purposes. Capital gains and
Investment |Income (such as corporate dividends and Interest) are not major
sources of Income for lower Income households. The complete Inclusion 1n the
tax base of these Income sources affects higher Income households to a much
greater degree than lower Income households.

TABLE 5
1988 DISTRIBUTION OF INCOME INCLUSIONS

PERCENT PERCENT PERCENT PERCENT oF PERCENT

ADJ GROSS PERCENT oF oF cF OF SHALL F
INCOVE oF ADJ 6ROSS MAGES k INTEREST CAPITAL ENTER PENSIONS
GROLP RETURNS INCOVE SALARIES INCOVE 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 -i2.961 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 13.031 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 MEDMN $26,000 $44,700 $44,600 $55,600 $84,900 $182,200 $45,000

The estimated median 1s the level of 1984 AGI where one half of the
Inclusion, exclusion or deduction dollars are found on returns with less than

this AGI and half on returns with more than this AGI. The exception Lo this
1s the percent of returns column (col. 2) where number of returns determined
the median. Half of the returns In the 1988 Ilow case had a 1984 AGI of

$26,000 or less.

-( 12 )-



The distribution of Income exclusions and deductions differs among

households also. The table below shows how these are distributed
differently among Income groups. Special exclusions and deductions will
alter the distribution of the tax burden depending on which Income
sources or expenditure Items are given favorable tax treatment. For
Instance, half of the dollars claimed as standard deductions occurred on
returns with AGI less than $10,500, while the <comparable figure for
Itemized deductions 1s $35,200. There 1s Interaction 1n the function of
these two, so a change 1n one will affect the other.
TABLE 6

1988 DISTRIBUTION OF INCOME EXCLUSIONS
AND INCOME DEDUCTIONS
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Comparison of State Structures

Our alternatives were developed as Illustrations of
scope and structural comparison only; however, 1f they were
other states with Individual |Income taxes, that comparison
follows

TABLE 7
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As noted previously, the tax rates in the benchmark alternative
(one) were 1n effect ten years prior to the first forecast year, 1988.
Significant inflation has altered the tax base so these rates could be
onerous. Inflation from 1978 to October 1986 has been 69.1 percent and
over the entire ten year period is estimated to be 84.4 percent. Lack of
inflation adjustment to the tax brackets 1n the rate structure will

necessarily lead to bracket creep. What this means in practical terms,
1s that taxpayers may be no better off 1n any real sense (their income,
after adjustment for inflation, is no greater) but may have to pay
greater portions in tax. This can be mitigated with inflation indexed

tax brackets.

Federal tax law has also changed the tax base significantly. Our
estimate of the revenue yield in 1988 wunder the old tax law with no
federal tax law change Lo the tax base is over $35 million less than the
alternatives In this study. The estimated tax revenue from our

illustrative alternatives is over 35.25 percent of the the taxpayers'
estimated federal tax for those years (compared to rates ranging from 19
to 26 percent for states with percentage of federal rate structures in
the table above, 1. e.Rhode Island, Nebraska and Vermont). Additionally,

the old highest rate effective in alternative one (14.5 percent) is
higher than any other state, (13.5 percent in New York). In our flat
rate tax alternative (three), our tax rate of six percent is higher than
any other state that has a flat rate (1. e. IIlinois, Indiana,

Massachusetts, Michigan, and Pennsylvania).



GENERAL DESCRIPTION OF THE ECONOMIC SCENARIOS

The revenue which can be generated by any Income tax structure 1s
obviously dependent on the future course of the Alaskan economy. It 1s
probably safe to say that uncertainty about that course 1s greater at the
present time than at any time 1n recent Alaska history. The future
movement of oil prices 1s a key determinant as are state policy responses
to significantly lower levels of revenue. Briefly, a case can be made
for a wide range of economic outcomes.

A large number of economic scenarios combined with a variety of tax
structures can quickly lead to a proliferation of cases which can
overwhelm both researchers and policy makers. As a consequence we have
limited this Initial analysis to two economic scenarios and to three tax

structures.

With the caveat that 1t 1s fairly costly to run different tax
structures against the data base, we have considerable flexibility with

regard tomodelling different structures. Unfortunately we have very
little flexibility with regard to economic scenarios. Econometric models
which have been developed by state agencies have been rendered
Inoperative due to the departure of key personnel. Access to university

or private models would have Involved contractual funds which simply were
not available.

Because of this problem we were forced to rely on an already
published forecast. In Marchof 1986 ISER prepared a working paper
titled "The Impact of Collapse of the World 011 Market on the Alaska
Economy.I* 11) The paper essentially presents two cases - one based on
state revenues as forecasted 1n December 1985 before the severe oil price
decline and one based on revenues which approximate those <currently
forecasted. In the former case state general fund appropriations fall to
about 74 percent of 1986 levels by 1990 while 1n the latter case these
appropriations fall'to about 47 percent of 1986 levels. In addition the
paper shows other key variables - employment, population and personal
Income - also as a percent of 1986 levels. While this analysis would be
strengthened by an approach which combined the tax forecasting model with
custom tailored economic forecasts we feel the two cases we have
available provide wuseful guidance on the sensitivity of our results to
economic outcomes.



GENERAL DESCRIPTION OF THE TABLE FORMATS AND TERMS

There are three alternative tax structures considered in this
report. Each structure 1s described, the tax Issues discussed,
projection tables are presented, and the revenue collections estimates
are provided.

A set of two tables 1s presented for each year 1n the projection

period, 1988 through 1992, and for each of two economic scenarios
(described briefly above). The first table 1n the set 1s the sum for
each variable, and the second set 1s the mean for each non zero value of
the variable. Mean values help determine what 1s the Impact of the

Individual variables on the average tax return 1n the Income group.

The variables considered for the tax alternatives and economic
scenarios are:
Wages & Salaries;
Adjusted Gross Income;
Taxable Income;
Number of Personal Exemptions;
Value of Personal Exemptions;
Itemized Deductions;
Standard Deductions;
Tax Liability 1f PFD 1s Taxable;
Amount of Tax Liability Paid from Federal Tax;
Tax Liability 1f PFD 1s not Taxable; and
Leakage of Tax to Municipalities (from Property Tax).

These variables are presented for each of 15 adjusted gross Income

groups (AGI GROUP) and for the total. The data was grouped by 1984 AGI
because 1t was felt 1t would aid 1n the Intuitive interpretations of the
tables. It is also possible to group by the AGI of the relevant tax year.

_( 17 )-



ALTERNATIVE ONE: 1978 ALASKA RATES/ FEDERAL TAX BASE

This alternative attempts to reinstate, largely, the tax structure
effective 1n Alaska before 1t vias repealed. That structure had Its own
set of progressive tax rates grouped by filing status, and was

piggybacked to the federal law for most of Its tax base elements.

Tax Base

The federal law has changed dramatically since the Alaska
Individual Income tax was 1n 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 throughthe Inclusion of more Iltems 1n Income,
a decrease 1n both exclusions arid I[temized deductions from Income, and an
Increase 1n standard deductions and the value of exemptions, resulting 1n
lower taxable |Income 1n the Ilower 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 Ilevel
are available 1n a number of publications and we will nut altempt 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 Ip.come 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 f
other Income. The new Federal law eliminates the $100 - $200 exclusion \
of dividend Income and treats the full amount of capital gain as ordinary C

Income. The Alaska Permanent Fund Dividend 1s included as Income.

New restrictions are now Included 1n 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 In some partnership and

rental activities.)

Additionally, Alaska Individual Income tax law did Include the
Federal cost nf livfng a| Towance ana excluded" exempt jignsjons and
annuities, military py nf nonresidents serving in Alaska, and Income
from U. — government securities. Because our data bases dl1d” noT"have
sufficient detail to Isolate these elements, 1t 1s difficult to quantify
their Impact. Conceptually our figures (which rely on the Federal Income

\

tax data) would exclude the Federal cost of living allowance and Includej

the pay of military stationed 1n Alaska. Exempt pensions, annuities and
U. S. government securities income would be excluded.



Income Adjustments

Under the new Federal law, only the Keogh plan contributions,
savings withdrawal penalties and alimony paid adjustments from Income
remain. Eliminated 1s the Two Earner adjustment; while the IRA
adjustment 1s phased out at higher Income levels or eliminated 1f the
employer covers the employee with a retirement plan. The moving expense

and employee business expense adjustment are now deductions.

Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented show tax liability with PFD both

taxable and not taxable. The 1988 low case Table 8 following Indicates a
loss of $16.6 million 1n taxes from exclusion of the PFD from taxable
Income ($399.3 million with PFD Included - $382.7 million with PFD
excluded). The taxable Income shown 1n the tables 1s with PFD not
taxable. Children and other persons not required to file will not pay
tax on the PFD. The estimates of the PFD are as follows:

1988 $750

1989 $800

1990 $800

1991 $800

1992 $800

These are rounded values from the December 1986 Long Run Fiscal Model of
the Department of Revenue. O 2)

Nonresident Apportionment

As was done 1n the 1978 Alaska Individual .Income tax law,
nonresident workers apportion their Income by source state 1n this
proposal. The apportionment ratio Is obtained by dividing Alaska
adjusted-_qross Income (lncome earned 1n this state or attributable to
Investments 1n this state) by .total ..adjusted... gross, income. The ratio
obtained 1s wused 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.

Standard Deduction

The following standard deductions are assumed to be adopted from the
Federal Code and are Indexed yearly for inflation.

Filing Standard Add'nl for Blindness/
Status Deduction Age Exemption

Single $3,000 $750 per Exemption
Married Filing Joint $5,000 $600 per Exemption
Married Filing Sep $2,500 $600 per Exemption
Head of Household $4,400 $750 per Exemption

_( 19 )_



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 in 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 consu.-jr 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.

Personal Exemptions

Exemptions are available for the taxpayer, spouse, dependents and
for certain debilitating conditions. They are worth $1,950 each 1n 1988,
$2,000 1n 1989 and are Indexed for Inflation thereafter. For higher,
income taxpayers, the value of these exemptions 1s reduced by five
percent of taxable Income 1f taxable Income 1s greater than the threshold
amount (which 1s Indexed yearly for Inflation).

Flling Income

Status Threshold
Single $89,560
Married Filing Joint $149,200
Married F1ll'g Separately $113,300
Head of Household $123,790

Tax Credits
We have not included any tax credits 1n these proposals. Summaries

of the major tax credits effective In Alaska and profiles of the
taxpayers and amounts <credited have been published previously and are
available from this office.O 3)



Tax Rates

Tax rates effective for the 1978 and 1979 Alaska Individual Income
tax are assumed to be re-adopted for this proposal.

It may be advisable to consider changing these brackets to reflect

the effects of Inflation on Income. Inflation from 1978 to October 1986
has been 69.1 percent, and over the entire ten year period 1s estimated
to be 84.4 percent. One way to adjust a progressive rate table would be

to adjust the |Income bracket amounts upward by the amount of Inflation
since 1978.

These rates were designed to apply to a tax base with a range of

exclusions and deductions. With the new federal tax reform, Income is
much more fully exposed to taxation. We estimate almost $640 million (or
8.5 percent) more Income is subject to taxation. It may be advisable to

consider changing these brackets to reflect this exposure to taxation.
'‘Our estimate of the revenue yield 1n 1988 under the old tax law with no!
federal tax law change to the tax base 1s over $35 million less than the
(alternatives 1n this study.

The 1978/1979 rates and rate brackets are presented below.



ISSUES
Economic Efficiency

It 1s difficult to determine the effects on economic efficiency
associated with relmposltlon of a state Income tax. Individuals and
businesses are making adjustments 1n light of the new federal tax and it
1s difficult to determine what additional adjustments would occur 1n

response to a state Income tax.

Income Elasticity

The Income elasticity of _1ndlvldual |Income tax revenues, given
progressive rates, 1ls"greater'than one which 1s to say a given percentage
change 1n Income will produce a larger percentage change 1n tax
revenues. Thus, during periods of income growth, Individual Income tax
revenues will Increase more than in proportion to the growth and, during
periods of Income decline, they will fall more than in proportion to the
decline. This makes the Individual Income tax relatively wunstable in

terms of yield.
Equity

In terms of equity the Individual Income tax 1s generally
considered the "fairest" tax. The burden or Incidence of the tax falls
primarily on the individual taxpayer and there 1s Iless opportunity for
shift of Incidence compared with the corporate Income or business type

taxes. Given a progressive rate schedule, the tax burden 1s based on the
"ability to pay" principle of taxation and the nominal Incidence 1s
progressive. That is, as Income level of the taxpayer Increases, the
nominal tax rate also Increases. It should be noted though that state
Income taxes are deductible when computing taxable Income fcr federal
Income tax purposes 1f the individual Itemizes deductions. This has the

effect of reducing the burden on Individuals with higher Incomes who are
subject to highermarginal rates at the federal level and are also more
likely to be 1na position to Itemize. The effect 1s to reduce tne
progressivity of the tax burden at the state level. This effect will be
reduced, however, 1n light of recent scheduled income tax rate reductions
enacted at the federal level.

Administration and Compliance

Reinstating the Individual Income tax after dismantling the
administrative and compliance functions 1n the Department of Revenue
could Involve considerable start up costs. Audit and collection
functions would have to be brought back on line. Personnel would have to

be hired and trained, computer programs and procedures developed, etc.
However, once the initial start up period was completed, administrative
and compliance costs similar to previous levels relative to tax
collections would probably be achieved.

< 22 ).



The Alaska Net Income Tax law as 1t applies to corporations and as

1t applied to Individuals before those sections were repealed 1s
piggybacked on the federal Income tax law. This means basically that the
starting point for calculating Alaska taxable Income 1s federal taxable
Income. The Alaska law follows the federal Ilaw as far as allowable
deductions and exemptions are concerned unless specified otherwise. The

state law specifies |Its own tax rate schedule which 1s Independent of
the federal rate schedules.

This piggybacking has advantages and disadvantages. The advantages
are primarily administrative and relate to audit, compliance and
collections functions. When the |IRS audits returns and determines that
there should be adjustments made they share this Information with the
state. This lowers the state's awudit costs because 1t reduces the amount
of Information on a return that the state must verify Independently. The

disadvantage of piggybacking 1s that when federal tax laws are changed
relative to deductions and exemptions there may be an Impact on state tax
collections unless the state changes Its tax law accordingly.

Nonresident Taxpayers

This alternative captures the nonresident worker in the tax base
fairly effectively. Alaskan employers submit payroll taxes regardless of
the residence of the worker. The potential for avoiding estimated
payments remains but 1s no worse or better for this alternative than any

other.

The apportionment of nonresident (or part year resident) income,
exemptions and deductions all seem fair and are generally consistent with

practice 1n other states.

Intergovernmental Effects

All state Income taxes are deductible from Federal Income. This
causes a leakage of tax from the federal government to the State. What
the 1988 low case Table 8 below shows that for every dollar of Alaska
tax paid, the taxpayer effectively pays only 78£ while the Federal
government leaks 22t of 1t Lo the State ($86.2 million Federal leakage /
$399.3 million State tax liability).

On the other hand, the deductibility of property taxes (generally
levied at the local government level), erodes the tax base of the State.

The estimated leakage of tax from the State to local government estimated
under this alternative 1s presented 1n the tables below. The 1988 low
case Table 8 Indicates a leakage from municipal property taxes of $7.5
mi 1lion.

Inflation Effects

Inflation adjustments are present 1n the exemption, deduction and

income |imit amounts of this tax alternative; however, the lack of
Inflation adjustment to tho tax brackets In the rate structure will
necessarily lead to bracket creep. What this mean's in practical terms,
1s that taxpayers may be no better off 1n any real sense (their Income,
after adjustment for Inflation, 1s no greater) but may have to pay
greater portions 1n tax. This can be mitigated with Inflation Indexed

tax brackets.

{BY



Al GOP

toss

9 10 510000
510001 10 520000
50001 1O 53000C
530001 10 500000
510001 1O 550000
83001 1O 560000
560001 O 50000
5001 1O 580000
980001 O 80000
0001 1O 5100000
5100001 O 5130000
513301 7O 5200000
5200001 O 5300000
5300001 O 5900000
OVR 5200000

TABLE 8
1988 TAX ALTERNATIVE ONE
LOWV ECONOMIC SCENARIO

O SR cAhds ofER AR
M M M M M

VAE 1 ARy ASES

N Rl SM M

BB 119 2630017000 616787291 2XBBYY 790500
535 2206 206000F0000 059608085 SIS 7835000
00 2096 GERINRM 7BI7IBTE FANIBOT 9171900
PR 10901 L23WEB00 OFIBWR LR85
B7B 11901 71611000 1072008036 T7UZ5IS160 77363001
2X0 9261 706EBB00 105SUIGES THROOT0SL 602001
1966 6561 SIS67673000 067683 6AINI07AL  SBS3CNL
1125 9691 6337650 7775219601 SOMI000  BBC0L
BB 3261 5200001 63800528 WHR2L 250000
5XB 2151 06DBISBC0L OG16567957 JETBRLTEL 1685001
203 1201 26761 0050180 Z77ABRML 10278001
B3 2001 9516050 6A0HEA5] SOBUT6NL 1533001
a2 017 G7XRB00L QIS5 SUBEHTEL 12300
B 01 OOEB00L 20R7AY  AUTEBNL 1B
B 009| 158505001 Q0OPSGL70 ' OISSGISIZBL 297001
® OBl 1706776001 7500077208 T7IOTOROGIL 260001

2180 1001691082193300 18173120996. P 55896/0039.371

15093065.29
15338505000
17882975000
16015693331
15061001387
127937517.15

906011631

63617100911

98379100801

3166239511

21978290.00
182077568.76
196100662.73
17833987192
1777197209
16681035880
152000637.93
1887179%6.80

9993576896

6986119966

19120685921 9859725619
25887775.211 8796799802
768821 927392018

609021

0.00l
1950.00

1997327.53
283062096
921662792

556699.0011075395979.2011512073933.90

836198180
16383003570
156198215.60
11019816110

73656960.10
907773620
2359060670
1296600000

723090000

962120000

259020000

333990000

29510000
2200000
69000.00
28000.001

616707996.201



/Q Gap
Te:s

(0 10 $I000
10001 TO 020000
SO O $30000
$10001 TO $5000
$000L TO 00000
$0000L O $80000
$8000L O $70000
$000L 7O S0
$3000L O $90000
$E000L TO$I0000
100001 TO $150000
$15000L O $20000
$20000L O $300000
$30000L O $500000
OFR $500000
o

RO TR
M

899316.93
261611916
17061601.69
3616317.62
62108721.07
6713337087
66668609.82
61869107. L
3r¥Hr16.111
RISUGESR
26391862.251

RN b

M

226806.72
98110.72
5977133
23113600.21
560120168
8630565.22
10625030.21
10615332 12
97773%6.26
8696676.62
6966269.62

52900086.811  15376563.61

9159667.691
2081230561
5376237.331
976615971
30272137.361

2690960.93
681666.79
1665019.79
213179%6.67
8625009111

8500812
1839506.061
15060001 .65
2817296867
3961765037
6676501851
6273730802
60358933.79
3623000771
0166611
23836628, 66L
52166308621
9087926.301L
2673306 56
5356628531
9760973, 671
38636716861

LTy l\!&l‘%ﬁ-ml-
M M

1666833
2683316
16625358
66261110
829369.83
1029036.06
1020686.71
62BLH6
808293.19
660813.70
65387272
9253869
123501.08
153%6,97
63806.51
60766.87
736180013



A ROP

loss

3D 10 SI0000
SI0001 O $20000
0001 10 $30000
$30001 10 $80000
0001 to $sooo0
$0001 10 $80000
$0001 10 $70000
$70001 TO $80000
Seo00i 10 $90000
$0001 O $100000
$100001 10 $150000
$150001 TO $200000
$00001 7O $300000
S300001 7O $$00000
QR $800000
oA

UE 1 AR RGP
N FCON ncAd NEAN
218 119 A$LB  -21698.36
333b 2.06 $657,681 57$8.09
6960 206 1350201 15587.06
32 1.2 22790.83 26206611
287718 1190 3376.73 37330101
230 9261 $B322 67761871
15865 656 51662.78 8303171
1225 $.681 60013371 69361161
B3 361 687/93.301 80930.781
B 2151 7658 731 93283151
2B 13FHF1  AAUL 1079%67.901
$37 2.00 807521 138371661
$2 0171 WBEH@L 221627671
5 0021 86626291  600596.961
B 0.0 16636001 682823161
A 0Bl 296761 96650661
25855 10| 28573171 33B0.3H61L

kS SR | c8hGs dBEES AR
NEAN MAN 1 NN NEAN NEAN

330858

9%7.80

7308,77
15730 .83
26716201

, 3382821

61766.561
51287081
61231521
723681 1
8566861 1
113361061
1965023301
312251731
650330.061
899%6/9.051
23090131

2.711
1671
1861
2.29
2601
2031
3061
3.15
321
318
3171
3.18
2,97
2331
3191
329
2.30)

526629
287680
%1335
6638601
233511
5716061
5057961
6112881
600571
6070561
5895901
5352081
1806121
100901
0.0
26631
6666281

763666
B1257
396263
6956.68
617556
760655
B3I
1058991 |
11979671
13616.21]
168090861
18186671
22508301
27206161
30076.611
53375081
651771

6393.8%
3290.02
3600.%5
6013.63
629256
6509.9%5
671001
672656
670,97
6860.69
6875.62
5129.65
671366
6600.00
5750.00
6666.67
37%5.61






AQ GOP

toss

so to SAED
S10001 O $0000
02000/ ORE0000)
(30001 1O 000
0001 1O 080000
(60001 1O 060000
0a0001L 1O 670000
070001 TO 0800
(80001 1O (20000
000010 0101(00000]
(100001 1O 0150000
(150001 10 Q200000
(200001 1O 0300000
(300001 1O 0800000
QR 0900000

H RIH

2121 119
P 081
B2 2019
830 1980
2712 1201
992
6.67
989
398
23H
12
292
023
003
0
00

sBoEdBEEEER

WKEt AR

M

2957975800
2329873%6.00
656298356.00
812005077.00

TABLE 9

1909 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

IS SAGE 6hFs AR |09
M M M M M M

-50527626.97
28067232587
75158528659
923763680.89

98579125200 1070678566.88
98932269800 107962107155

81969779%.00
70932179300
572609837.00
98128321500
28867320600
51229%7 <20
56662960.00
621625100
1832997500
1720897700

9282565968.79
801060950.06
67311319820
523202730.79
3097998539
802932875.56
11997516833

25806999.57

989528976

9919997163

853987759
93820769.88
3093897257.30
309879%272.%6
7067719190621
1027720921

20083 100 7120129237.00 895908292926 5799357979.221

797000
7378600
8903100
7961500
7606300
6663800
98377.00
36356500
2673300

19896327.69
197566000.00
178092000.00
150008000.00
151998000.00
131085200.66

9615931561

72933399.69!

53097801181

17881.@) '35189627.871

11567001
18561001
1698.001
198001
366,001
286001

22398398561
3280633251
1339983931
0.00l
396.601
9000.001

2108990650
17630996261
1965191890.35
177599706.33
176330167.86
166106723.06
153682669.80
1231939/5.88
100350852331

7525788192

SB279979.961
106319909.191

12180000571

1675688061
3326963301
90BN

8367769.76
163787806.25
15753167301
12597990.52

7726257600
9872292385
2576753003
19963323.70

8500826.9

522091982

29979559

9263216.36

3767660
29070.20
9623500
79197.60

563909, (011.096269835.30 11597727303, 111 630008195.07



A GO

16:3)

OO SI000
S10001 1O SA00
CR000L 7O $30000
$30001 TO S«
0,001 TO$0000
$60001 O $50000
$60001 1O $70000
070001 TO $30000
$30001 1O $0000
$00001 7O $100000
$100001 O $150000
$150001 O $200000
$200001 O $300000
$300001 TO$,00900
QAR $000000
TOA

80892316
21153%6.81
1631617268
296779%.73
92203555.061
9799257691
PBI79.201
9295931861 |
303198/9.51
33206170.171
27303323701
63292606.101
186187.301
- 3127935, Bl
5788330781
12901223.301

922712359501

M

20822955
7922036
5701910
225090.19
S612958.%6!
8720730061
10996/92.781
10911696.961
10315268 Bl
9098097.081
7815786.381
18363933371
32696577901
780508261
155850901
3362808971

S.M

79073176
1567796.78
1996170700
27253600.19
39570067.13
90917150.87
PRRIE2571
91300160.27!
3300630561
3230530059
26780025.381
621057911
11753508961
3116801961
5769690781
1238330301

93233273, (| 909891226.661

1283109
2525859
166959.98
9%79136
89602886
m 8
102113369
975BL
86720883
63611156
SI213089
11106727.65
16060183
2293053
96397.36
B33H.63
1877218



A3 GOp

LGS

O O SI000
S10001 O G000
$0001 1O SHAD
$30001 O $$0000
$10001 O SIWD
$650001 O $30000
$a0001 O $70000
$10001 TO SIAmD
$30001 TO $20000

H FRH

277 119
99750120.81
98252/20.19)
35300119801
2871211201
252 9@
15008 667
| 158 989
&6 3%
| 5% 235

$0001 O$I0000 | BR 152
$100001 TO$I5000L 501 2921
$150001 TO$00000L S 0231
$00001 TO$000L 61 003L
$300001 TO$00000L 1061 0091

QR $200000
TOA

i 91009

12008l 10|

uE s ARt RS
NN NN
WL 2138516
®R16 5785
160197 1561050
209 2616820
WRB 732D
WS I
5130815 5Q07822
68536 603BP
677310 3101988
768P 931929
TR 108909, %
SOMsEl 136373
0073761 220891351
TIBLL OG5
177636561 961819761
191206301 1070897.901
XE087L  BOBEIL

LG | SHIRE  o8inde 10BN LR
NEZN NN NEN | NEN NN

313160
880.82
712i1
1561987
2%61598
3169.36
9130012
S0BLI7
60956.06
719189
85636.80!
113293601
19996371
37868931
928862.781
996083 %81
29290831

279
198
185
225
2.65
291
303
319
34
318
318
32
306
231
336
317
2.32

509920 1
295,951
33801
999,601
520219
50321
6058181
661531
6371351
250821
6136301
566596
297599
0.00
327
9.9
9536.27

773191
3381
0027
02139
6158.75
7371531
9636.9
106%.66
1206379
1337680
1517897
18189.10
2513831
2618263
31386351
9228151
690.%1

9575.06
303861
37r3L03
919193
992031
963L02
83391
992620
903682
089,19
518X
532002
5216.39
81909
6399.00
999085
305083



AHARNE BRI orAfe NTGRAT
N TEd NEAN

NN

A3 GO

LGS 296.65 76.56 280.96 6.72
3 0510000 62.52 159 51511 051
510001 1O 520000 568.15 1182 26571 5.65
50001 10 550000 859.08 65.87 770561 1260
550001 1O 530000 1669.89 191.9 1578561 2067
50001 O S 2106.50 58r.21 1996571 66.66
53001 TO 560000 2815.10 656.9 2686.251 66.05
530001 O 50000 5715201 9b.271 %0211 86.52
50001 TO 580000 6721961 128921 6569.581 1029
530001 TO 50000 5002.271 1617.261 5762.251 121.78
50001 O 5100000 =151 2166.011 T66.871 160.62

500001 TO5150000 1002751 571581 1076666l 1918
55000 TO50000 21915521  6066B8L 2175521 297.05
0000l TOSE0000 6836181 1257951 636985 55160
SO0l TOSE0000  566LL611 16506901 56585881 66265
QLR 5500000 15779157 572658l 157592881 55762
oA 1768651 50061 1696661 562



A Gap
1085

10 SI000
SI000L 10 SX0000
$000 10 $3000
$3000L O $50000
00001 TO S0
ST TO$R0000
$6000L TO $70000
$7000L O $80000
$3000L 7O $90000
00001 TC 100000
100001 TO $15000
$I50001 O $200000L
$0000L O $30000]
$300001 O $800000L
ORROOD i
oA

it RIH

X2 113
9623611952
9811939
33965811963
2790/12.03
2315 962
1887 693
1198 519
8ri8 378
612 267
aP 178
a1 300
1 031
A 003
1o 005
101 009

ME 1 SARY

an

2362612600
209913189.00
60736352900
7757381900
966669806.00
978308630.00
828075379.00
72982915000
60963116200
97188018200
3289078%6.00
60953911000

77927061.00

808121500

1751913300

18918%57.00

TABLE 10

1990 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

IE 1R ks OGS
an an M M M RYY

-50911695.16
260501560.89
0022251 80
88331308007
109070607659
106981799892
9366110)1.9
8670039116
71017223827
57621739726
99970099%5.62
95080853581
153190600.32

2708175616

53161612.12
10089756787

1133398023
311 15
3099271308651
520665780.69
680127666.79
733981817.%
663039989.91
605959012.30
53279158596
903325723.%
350006028.77
785156790.35
133817673
2521221163
9BrB186.301
96297980781

1230681 100 729313797300 8692281137.11 5973350191 8l

722200
6791900
81799.00
7999200
7269800
69267.00
98500.00
37315.00!
28003001
19730001
13195001
22306001

2237.001

198,001
3r2001
312001

19965107.50
1909906365.971
17106778080
156725679.60
15178093339
13025096118
101311016.69

7776620892

5833963806

0637328281

26/01728731

91902973381

201330311
900,751
2370191
2000601

21076660.9
168623009.08
18339089.23
17969188302
1751995079

9237955581
056169191
500709.0011118856919.9711585253597.67] 69169578517

898332809
158079657.30
15031711876
11382602876

79195997.52
51893937.69
2806208390
16399796.37

97599030

6193680.98

3612900.38

573786259

61657.79
9717320
7215350
7301570
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A P

i0S;

0 10 Sioioo
$10001 10 $0000
5%€4 /R OR:S0000]
$30001 TC $40000
$0001 O $50000
$0001 TO $60000
$0001 TO $70000
50001 TO $80000
(60001 TO $0000
$0001 1O $100000
$100001 O $150000
$150001 TO $200000
0001 TO$300000
$300301 O $400000
QR $00000

IOTA

M FCH

62 113
45296119521
44808119341
33958114.63
2790711203
962
6.93
514
378
2.67
178
300
031
003
005
004

RIEER

4

K

5Eud B

2208 10

thW}TﬁE %\ﬁiﬁ éﬂﬁ&s}ﬂ% cﬂﬁiﬁﬁ%

NEAN

976.3%6
4623221
13620141
2804641
3A276.881
43863.26
5149068
6071571
68880.29
7620804
7947915
87675.24
109206.01
10229386
150264.85
18918257
2127

-20990.711

578801
15611.831
2621391
3342751
47773231
S80LAL
69348901
81005161
B223971

107650071
138827131
216065651
32807041
483287.381
1018662301
371538411

NN

432244
782.89
6903.69
1533264
2437122
3280186
4121589
071654
606%6.24
7156531
84706.201
112939401
183126501
319141921
443166331
B2ATABL
257418651

275
1.49)
181
2211
2,60
2881
3011
313
320
319
318
3.24)
316
2511
338
312
233

5703.701
312661
3810571
4615281
A3B611
6016.151
6297.691
6514.171
6646.121
6562.881
6462181
6027471
308871
121531
2161
20921
4821251

8038.39
31280
4207.58
5142.88
6277.98
TA72.25
96%.61
10664.64
12004.57
1348336
14996.15
183160
2308301
2223126
B2
6164
68309

482830
361963
33[BL24
431339
4594.03
4786.82
509205
513138
519898
528021
332091
5607.91
50645
58%6.65
656041
561659
414931



BUGAE BRTY Todior MAGALL
NEN NEA NEN

NEEN
AQ Gap »
toss 45860 11456 45106 555
O 001000 58,00 142 2781 040
1000/ 01020004) 526,55 108 284,84 551
S0L 10 950000 852 8409 766565 1266
CB000L O $40000 14645~ IHL 15/ 2957
040001 TO SS000 200865 56.4< 19679 4651
SH00L 10 GE00D 27956 6Bl 26672 64.18
$6000L O $70000 5606.26 B7.4] 555405 84,05
oL TO $80000 470427 126011 455250 10282
$80001 TO $80000 5869.10 18R171 50052 12285
$6000L 7O 100000 740297 2271281 X677 15895
$I000L 10 $150000 1084484 542061 10662 1901

S50 P00 000464 5081 20710811 51516
SO0 O$0000 . 4007051 10281700 S0OLesl 5690
$00L OO0  S6AR45l 108 SeA7466L 5060
OFR $400000 151014701 56634141  150B0LSGL 50483
oA 1911.2) B15 14581 5656



ACl CGROLP

LOSS

3 10 SI0000
010001 10 020000
070001 10 (30000
(030001 10 S50000
050001 10 SO0
S0001 10 060000
S60001 TO 070000
070001 io caoooo
080001 10 090000
090001 10 0100000
0100001 TO S1S0000
§150001 TO 0200000
c200001 TO (0300000
(0300001 TO 0900000
OR (0900000
101A

TABLE 11
1991 TAX AL1ERNATIVE ONE

LOW ECONOMIC SCENARIO

et sy RS 1 TR SUERdE 1etWidls

NPT 9M a1 9M M M
009 107 227261600 9806660765  OBOTI217 666900 1656091566
Q07 1855 1983338900 25169036000 200637181  6257.00 L36L76587.00
QN 1879 57393788800 66376562756 25023627 7678000 16798763500
299 1953 75195596000 G6I6IOP0B6L 60752289055 7127100 15588506100
2T% 12001 GBTIEE6000 10166063712 65089560762 6966200 151728671901
2198 962 95626065700 1066268152 735166092  6)608.00 135056358561
161001 7001 82805050500 O3B3B0X557 6607571233 5799000 106866269601
1201 5911 79679809300 85105507966 61066036665 3819200 83306535061
927 9061 63079009600 76579237532 SHETERM0ML 293300 63852398501
651 2,90 50039518000 61300269662 6GOLI0985061 2005600 65300622991
0516 1001 BB62198200 BAOST7OB00 3BOTR0%L 1966300 07THOBTEA
TR2L 3521 70758386900 110777086376 SOB0GSS67761 2570001 51258266521
O7L 0.90] 958603200 20200853336 176850909201 269500 357227781
0 009 52637100 3698530975 5008001 ool 698661
o1 000 1957196700 665610176 6I3I7H067L  ABOL 3098361
&) 000 1ST77700 8188500063 THIGEZ5 250001 000l

1227080 100| 7399775161.00 888591725063 6111062756.121

oA
M

19575019.26
163615128.15
185611326.71
173732269.71
172656130.28
165878703.67
156683062.18
131753600.07
111702116.27

89262122.52

68386060.98
166665076.28

20661826.31

2118138.57
3078602.71
3599987.11

528567.0011166166086.2211616333128.97

it s

M

8189163.56
155637229.09
158306621.37
115890927.76

61060630.83
56379153.88
30606753,85
18235957.05
11195935.36

7096186.65

5302698.56

725519%.80

806320.92
87368.32
89206.50
59956.20

652769859 %
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/G GOP
le:3

9 to 510000
SIO0L 10 520000
50001 10 530000
500l 10 $<000
BA0L 10 $50000
5E000L 10 50000
SH00L 10 570000
570001 10 580000
580001 10 $80000
590001 10 5100000
5100001 10 5150000
550001 10 5200000
500001 10 $300000
5300001 10 SA0000
OGR 50100

N

2419
4107
422
39A
2748
2843
16104
1222

x27

65

4516

82

a7

a

a

&
122700

RaH

1.07
1855
1874
1453
1200

962

7.09

541

4.06

290

19

352

040

004

004

004

10

WA | AR
O

939339
4603.351
13480.87
22781.64
326955
43778.26
5141893
6075081
68792.58
76590.00
TA1131
88647.44
10449949
93696.38
15003260
2280191
323/0.73

AJ G

Inoare

AN

-20284.34
576559
1563126
2616292
3rHAT1
47788.28
58344.23
6933804
80950.00
93246.53
108457.67
13885320
220750.85
3789%59.39
43046584
998607.43
3921930

R SHBRE ARG oRFR 1oRNR
NEEN NEN NEN NEN ! NEN

4000.01
707.87
670244
15079.1B
2418143
3265311
41030.00
0393.78
60339.59
7123033
85025.\8
N251384
192865761
3ABALB
45404385
96322223
26915.06

2.75
148
180
2.16
255
2.83
298
3
318
318
320
322
316
232
336
316
2.33

S8L3I6
3234061
3046.41
4724651
668431
6183051
651045
6777.30
6920.17
6880.73
681120
6421731
38%.611
76221
3r AL
0001
5030.27

8091781
3B830.%5
4357.29
5265.57
6336.47
70414
972045
1071866
1210601
1366233
1514306
1834691
2253198
23216.25
33828.60
43902.5
711006

305815
377868
4047.72
447058
4759.25
497886
58121
S347.19
A27.02
60364
5646.59
588896
578648
82322
637189
49,65
433057



A GOp

[CE

O 1OUCD
710001 7O 00
$0001 1O $30000
$30001 TO 500
$60001 1O $00000
$50001 TO $50000
$60001 1O $70000
$10001 TOS300D
CB000L O $70000
$00001 7O $100000
$100001 TO $150000
SIE0UL TO $200000
$200001 O $300000
$360001 TO$.00000
OFR SCID
TOA

HOEEE HIRN

NEN NI NEAA
395.%5 10058 3815
66 ' 1% 212
31690 &b 27659
£20.16 62.70 73368
156075 195,07 137185
209809 3L 1985.00
27601 L1 2668.88
367292 RXl B3L7AL
00BR2 1225061 617.661
383639 156851 Setecal
735559 225081 7288361
10791.10 3156191 10611601
21537.% 080781 21361871
6607.55 N3HB3A 6633361
B36.77 158%6.111 58152321
1310030 BEHLEBL 1308/R271
205561 66,611 1%/7.311

TXLARLITY r\!&ﬂ@}ﬁ-
NEAI

575
052
32
238
251
.51
63.79
8355
1231
12371
13720
19396
2001
6.76
0101
59813
3863



A GOP

LGS

OO 1000
SI000L O 520000
SA001 1O 300
53001 TO 540000
0001 1O 55000
550001 1O 560000
560001 TO 50000
SA00L O 580000
530001 1O 580000
50001 O 5100000
5100001 O 5150000
5150001 1O 5200000
SA00001 1O 5300000
5300001 O SA000
Q@R 400000
TOA

H KN

260 108
P 1735
B 1804
3514 1435
26000 1180
2126 9701
16066 731
10 566
%554 4.35)
w8 3201
/8% 22!
B
17
Ve

</

!

0071
021

WKt ARY

M

215100500
17342446000
531457697.00
71544188700
88443655300

TABLE 12

1992 TAX ALTERNATIVE ONE
LOW ECONOMIC SCENARIO

BE SHE foahGs ofiils o
sun an sitn | 9n sn M

-48021117.13
2181017%6.25
618621308.98
82264478.59
969961606.68

925620350.0011017112468.21

82471611300

9BEE6145361

752306320001 86241474302
6MLA3001 7736528676.35
53636304001 65532370691
3B6216038001  526313960.%

4261 835105290.0011304899322.58
0531 126341782001 258367717.9%6

13834587001 50797706.62
5066913001 17275664.88

0041 1606642001 77910048.33

8114347.25
23788322.16
25793741847
46703465120
62073400089
690264912.17
65440414790
624635830.i1
57347018991
0034725032
40080445311

1066418619.10

224494628.73
470435132
16280673.60!
73140682271

219584 1001740681 1671.0019060393730. 75 6246013228491

n

6330001
SRA7AQ0L
70168001
68914001
E5254.00)
50416001
47366001
3291001
AE2A4.00L
22209001
15613001
A0H00L

3716001

378001
11000
275001

14384194.44
129185347.20
160509454.00
153042727.60
14917897120
135753966.36
108233956.20

87347154.61

6952483552

50447780.07

AN12327

63751156.731

5403653061
28787.041
o0.00l

0.00|

18363524.74

8114243.02

156174388.061 14777368814
179307812241  1565171908.87

170561026.02
16921025117
16332914661
157095074.37
13369656259
116622587.60
962567234
T4625081.75
1716457174
26731036171
3B3288.261
93078L281
4644606.061

1707378749
8185174925
56694376.20
3266399.51
20038019.25
12731926.80

8239646.80
514212000
8996436.00
109344000
13149440
4727000
6578300

513353001 161612157 . 3111641236313.68| 655934838.73



A GOp

O O SIM

000/ 01020000

(20001 TO 080000

030001 TO 000000

000001 O 050000

CBO00L O 080000

080001 TO 070000

070001 O 08000

CB000L O 080000

080001 O 0)00000
0100001 TO$15000
0150001 TO 0200000
Q200001 O 0300000
0300001 TO 0B00000
OFR 050000

oI

s

79565766
119096662
1216087165
25687672.16
3750066316
6663028359
6666391903
65631976.16
6636232570
61079226,67
BIEHR 31
101206611671
26050636.701
5016360.301
209285717
10005660631

BUABUTY

HiR Y ionkos

206310.63
69B10.19
606609.81
195086.30
6962217.9%6
8005716.9
1036961173
1161906837
11501927.63
119038611
1020885859
2009561521
6931801.88
1532680.58
5800001
271082815

677602097561 112015637.13

77976306

35860113
10587816.86
236286066.66
3BR2A0252
62189330.67
62665930.091
63961666.561
62022652.661
39962027.681

36958009.111

9621833281
26718510651
S836966.301
2086353171
9987566.631
659796063.671

A

11956.67
1396227
12335866
3r028.15
7021821
969291.06
1026817.55
103276093
97801063
8723631
677680.77
179086711
36105
65650.03
Bl
6271018
076836.07



A GaP

© 10 51000
510001 10 S000
QX001 10 530000
50001 10 54000
50001 TO 550000
SH000L TO 560000
50001 TO 570000
50001 10 580000
580001 TO 590000
500001 TO 5100000
5100001 TO 5150000
5 50001- TO 5200000
520000) 7O 5500000
5100001 TO 5800000
QR 000

1 Rl

226

108

IR 17.356
19301 16.06
11516 1635
2009 11.89

2%
16056
1262
BH
5
63%
BB
un
163
I
®

2A%9% 1D

970
1
566
6.36
320
2.2
6.26
053
007
002
006

VE 1 AR
N

90091
6552.78
1361963
2270215
3387.76
63606.56
51366.98
60569.66
68790.62
7631811
7916682
89356.30
10789221
9676536
161267.92
19126693
3372655

IS SHERE  2Whds
AL NN NN NON

-21656.09
57026
1565298
26162.22
37219%
67816.86
38160.70
6951596
61006.25
B62.12
10820600
139630.%6
22063853
362872
666906.89
92730058
61366.55

3636.08
62650
651308
1681991
237183.82
32616611
60757611
50286.65
5996133
7119360
86217.93
1292731
191711.89
328973.79
660015.50
81072L.2
, 28068.85

2.80
168
177
212
250
2.79
295
308
319
317
34
326
317
266
297
327
2.36

1

6353.64|
331601
052961
68%6.361
5715801
6376921
6761081
7031651
7200661
7178111
7156801
62121
6616561
201311
0001
oad
5096,061

NN |

833195
6073671
6527.631
612231
6683.601
7609.861
9786.201
10762801
12198911
13563901
15336.021
18365.601
22827531
267106371
2530691
56293661
7676.301

t B b PSR

NEZAN

533681
3968.89
6226.50
6666.13
695321
5198.93
69891
5567.66
5658.22
5768.71
586331
6103.62
6177.63
6261.66
6752.86
0 73
6557.79



U | BRRN Loriidr MR
NEAH NEA|

NN NEAA

A Gap

LGS 3H1H6 029 3091 528
3 TO 510000 3L27 131 2259 0.37
510001 10 520000 306.56 10271 267.35 3
30001 O S30000 88.771 6189 793.93 1203
530001 TO $e0000 1990661 19013 135339 28.75
500001 7O $60000 2083771 3759 198119 95.52
50001 O $60000 278082 695.89 2656.01 63.83
$60001 TO $70000 367751 93636 3537.39 83.19
$70001 O $80000 963897 121209 9987.92 10226
530001 TO $80000 58%6.08 159226 5686.12 12913
$00001 TO $100000 733030 2098.00 7189.19 13927
5100001 TO $150000 108289 3177.39 1069860 19159

$150001 O $200000 21306.9 91956 21108891 30330
$00001 TO $10000 91359.23 10716.65 6751 317.90
$300001 TO $L00000 96563.71 15837.89 6397.381 257.07
QR $00000 19119771 3271761 11880301 08.%5
TOA 20121 51013! 2093.99! 91.39



Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be used to translate the projected tax year collections
presented in 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 wused 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.

TABLE 13
LIABILITY TQ COLLECTIONS
TAX ALTERNATIVE ONE
LOU ECONOMIC SCENARIO

............... USING HISTORICAL DATA-

CGROSS NET NET REC GROSS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186 FY/Q RECEIPTS REFUNDS RECEIPTS CPI 186
($m noa) (la noa) (la noa) (la real) (la noa) (la noa) (la noa) (la real)
36 . 325.98 86 325.98
75/1 118 It 117 88/1 to I (11)
12 125 to 125 12 10 10 (10)
13 127 12 125 13 1 13 (11)
14 134 114 121 14 180 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 1 145 12 1140 12 1138
13 147 113 134 13 1136 116 1120
14 150 116 134 14 1114 136 178
TOTAL 1178 131 1147  166.17 1288  TOTAL 1496 160 1437  354.17 1402
7711 153 13 150 - 90/1 1112 16 1106
12 162 tl 161 12 1148 12 1146
13 177 115 163 13 1144 120 1124
/4 160 122 138 14 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 1 142 12 1155 12 1154
13 142 16 136 13 1151 116 1135
14 150 125 125 14 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 1 141 12 1161 12 1159
I 142 115 127 1 1157 115 1141
H 147 131 116 14 1126 134 193
TOTAL 1174 157 1117 205.22 1186  TOTAL 1566 155 1511  405.09 1411

{4y



A GaPp

SO 0000

S10001 10 020000
3 10 tsoooo
$30001 TO $40000
$40001 10 $50000
$60001 TO$60000
$60001 O $70000
$7000L TO $30000
$30001 O $00000
$00001 O $100000
$100001 10 SIS0
$150001 TO $200000
$200001 1O $300000
$300001 O SA000
O $400000

N RFOH

M 117
B 242
HABL 2068

WAE 1 ARY

M

2828114100
27012802300
728576530.00

TABLE 14

19B8 TAX ALTERNATIVE

ONE

HOOERAH ECONOMIC SCENARIO

A GOS
INCOVE

M

-61444490.96
33855601600
85108482.08

A1 148 89100793300 103010786338
1030650179.00111507 9937158
1032909490.0011142649829.9

am 171
904
6.46
461
322
214
134
205
018
002
004
003

e L L ELEE

882963616.00
742422172.00
S88115204.00
432324512.00
282732742.00!
473620636001
47369847.001
4666366.001
15666462001
17633031001

0BA783.191
844152753331
688799061321

e S oahds it oY
M M M M M

130672751

566445M9.29
404893280.60
623992788.56
TEAB3A1.66
TOAT04.57
716014063731
625683090.211
522169281651

528886838.011 411022653001

3813363849561
748821667341
101944043671

18125090201

152650631
61404733231
903353018
16787484761

46314279441 42683468921

86184374611

81601792581

2421 10D 7469072843, (018393916334 . 10| 6084571225771

829%5.00
85667.00
985100
83043.00
81746.00!
69453 001
51760001
38244001
27190001
17968001
1218001
17285001

1404.001

16,001
330001
26001

1608101529
167031150.00
19293885000
17164633331
150257/930.75
136256850461
100765961631

74256265581

52560550.84 |

HA313376561  76079694.811

20913480421

20172404.621
906224.67]

8474811
o.ool

o.ool

2319940858
20231648.83
21624194.9
19462869221
19169807298
178033078.14!1
163684738021
128844532.841
102377161711

HA197458581
B084220.491
10364538821
1277530621
3489810521
JA67582.031

892007940
180601300.20
17400652040
11997206500

79069707.80
481533%6.10
2530283120
14164300.00

793505000

499440000

260210000

3845000.00

32230000
1520000
4710000
4290000

597949.0011155063895.9511647885028.16  677894596.10



A GO

L3S

KON ON (11D
$10001 O $2000
$0001 TO$3000
$30001 O $4000
$40001 O $50000
$60001 TO $30000
$60001L TO $7000
$70001 O $80000
$30001 O $80000
$000L O $100000
$100001 O $130000
$150001 O $200000
$200001 TO $300000
$300001 O $400000
QR $400000

TOA

ORI
M

113%491.38

204971160
19087811.92
33730017.79
453635%5.63
S0873608.331
487297941

uAUTY

RREN  ovnc

M

28050230
92500.54
632826.63
252334531
571379130
920129,781
1130222911

45509895511 11575180131

40497662.501
3BA7757.731
2634624501
S0280690.251
10149834751

2167830151

66330961
11230067421

I 436247293561

10630219981
PO 261
75A1630.31

17210050981
2753793.00)

56329561
1513822011
299.4065.261

M
111888176
2006319.961

16365933.261
31201146.18
42700047.03
483013312
46654414.26
43965008,681

302683334.3l
32998061.061

25844031831

S8388669.261
10067992501
2160361651
HA46513.661
122231991

Q31530251 418281769.0681

B

1606296
271420
180304
484184.15
868484.41
10962084
1106448.7:
1027924.48
879302.83
70219207
49527032
1029100.37
13497734
1672891
4861929
51621.88
816319201



A GOP

toss

3 TO SI0
(010001 TO 020000
(020001 TO 000000
(030001 TO S50000
(000001 TO GR3D
(050001 O 060000
060001 O 070000
070001 1O oa0000
(00001 1O 090000
(090001 O 0100000
(0100001 TO 0150000
(0150001 TO (200000
(0200001 TO (0300000
(300001 TO (0200000
OAR 0900000
TOAL

H

3100
50903
0785

28]

117
252
20.68

3b11 1588

31031
23955
17163

m&%%@%ggg

2066021 10

nn
9.06
6.58
9.61
322
215
135
2.05
0.18
0.02
0.09
0.03

WAE | SARY W
MEN MEN
9122.95 -19878.52
5557.38 5726.77
13299.08 15570.76
22608.10 26192.07
3321357 37138.13
53120.55 57765.65
51556.05 58265.17
60829.36 69255.29
68995.21 80939.9
76220.82 93376.91
79665.57 107539.73
87271.15 138031.69
100786.91 216902.22
95231.9% 369918.17
165910.13 587518.73
212996.16  1026323.79
28193.59 ~3655,15

KO SBBRE 1
NEN NEN 1
371153 2.68|
95356 1591
7300.81 111
10832.9 2.23|
25638.;0 2,631
33375.53 2.901
51835.00 3021
51252, 17 3131
61258.71 3191
72565.21 3171
85960.98 3161
11319.26 3.191
19162553 2.901
30601 .73 2371
550299.67 3571
983155.13 3.08L
22967.59 2.261

oiinds RN
NEN NEAN

5171.30 7983.t§)
2811.83 3505.831
1 .81 3957.171
5355.29 593851
5132.22 6177.631
5656.58 7532.201
567112 9531.251
6083.59 10555.891
6166.89 12010.961
6059.61 13513.201
5802.78 15271191
5375.52 18073.381
192819 22052211
1729 26072061

0.00 36735851

000 51778101
9360.03 6220.291

t iR
I M

9390.67
3295.25
350175
309281
5275.73
5502.05
5675.56
9701.06
9790.17
5806.93
9881.99
5099.97
9966.15
5066.67
5837.50
9766.67
3771.50



A &P

LGS

3 TO S 0000
S10001 O S20000
(020001 O (30000
030001 TO 060000
(000001 1O CGR3BID
3300 1O 060000
060001 TO 070000
070001 TO G330
G300 1O 090000
(090001 7O 0100000
(0100001 O (0150000
(0150001 1O 0200000
(200001 O (300000
(300001 O 0600000
OAR 0600000
TOA-

BUUOHY BRT rofdar MIGELT
NEAN NEA NEAN ntah

367.9
66.61
368,62
S56.36
1661.88
2123.80
2839.26
3735.86
675102
5067.52
7637.20
10926.95
21505.391
66261621
57566.12
135610.651
1666.711

93.39
156
1155
66.06
186.13
386.56
663.77
968,321
1267 0ol
1633. 56
2125001
3171361
5850.131
10761 .62)
15086.971
36073081
356,501

360.93
33.76
307.86
791.69
1376.06
2018.83
271831
3601.97
6608.56
5817.71
7282.06
10758.92
21621.26
66089.01
5733L.72
135208.67
1578.89

518
0.63
3.29
12.29
27.99
65.76
66.67
86.21
103.16
123.80
139.55
189.63
287.19
361.61
511.78
621.95
30.81



TABLE 15
1989 TAX ALTERNATIVE ONE
MODERAIE ECONOMIC SCENARIO

wet et AGEE KBE  SAE ARG dRKGRe o

N  FChl 3N 1 3N 3N 3N 3N M 3N

Ad GOP

LGS 06 112 28070529.00 -64487886.75 12527197.24 8114.00 1605465529 2348596455 903131199
0 10 (010000 50662 21.11 257635640.00 32476751255 4970768110 82012.00 164004000.00 20151652551 188252971.03
010001 TO$20000 54308 20.24 72081110200 84432625827 390899175.82 97269.00 194522000.00 221137337.87 180274961.14
$20001 10 $00000  397% 1481 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
$0001 TO$0000 24634 918 1062494637.00 1175937775.50 818647183.43 70535.00 14086754944 18376434807  52832562.28
$30001 TO$0000 17786 6.63 91354273500 1035260965.561 739312225.991 53447.00 106743.11.%1 17056990129 28633225.61
$00001 TO$70000 13042 4.86 79123771300 903171006.171 666591012.641 40420.001 80564991.871 138267945.761  16448045.34
$70001 TO $30000 W6 349 643333916.00 757004148901 571722995.341 29782.00) 59048005951 112581320481  9607889.83
$30001 O $30000 6388 238 486846827.00 595002856.861 460538317.141 20259.001 39829895911 85622644.161  5926512.78
$0001 TO$I00000 4223 157 333768399.00 456522662.611 360691218.15 13467.001 26015499.13 63676306.251  3515644.80
$100001 TO SISK000 6717 250 592160693.00 933514844.651 763688792.711 21486.001 37687267.221 122155700.731  5090038.56
$150001 TO$200000 658 025 67581334.00 143041504.291 125800597.881 192001  1608859.501 14708846.821  472561.20
$200001 TO $300000 7B 003 647701700 32038015941 30026468.921 180.001 o.0ol  1916347.021 39757.20
$300001 TO $400000 D 003 1394604000 45523451.281 42368441.861 311.00] 36.64| 3013862781 45988.50
OR $400000 8 003 1533948300 76761347.921 71342843.07| 264.001 o.ool  5300104.851 40811.40

26830 100 7885752785.00 9471642938981 6503320169.331

608112. 00|1203805002.5911744014638.84| 711074730.90



A GOP

1055

9 TO 510000
510001 3520000
520001 O 530000
520001 7O 550000
560001 1O 550000
560001 O 560000
560001 O 570000
570001 O 580000
580001 1O 550000
570001 TO 5100000
5100001 TO 5150000
5150001 O 5200000
5200001 O 5200000
5300001 O SB00000
OR $500000
TOA

TR
M

1278531.08
2395718.76
18559269.96
33998876.85
56885195.21
52551562.07
50353283.02
58763035.58
55557859.72
37956566.09
316535%5.951
73755077.981
15125565.891
3396221281
5566723.801
9775650.251

any P IR

350713.65
90955.99
605260.15
2559026.57
6086233.03
9582536.53
11751983.55
12393280.05
11680760.25
10376628.531
9013309.651
21395156.21 1

3851517.651
1015560.191
1503536.251
2703550.651

1276962.37
1771066.87
16255585.35
31291858.56
55026557.53
59718663.36
58076190.531
55908150.281
53033016.571
36928605.981
309%52C10.131
72555975.331
15001500.061
3882633.281
5556393.191
9758572.251

16851.85
25716.92
1725221
588053.33
895256.82
1120182.53
1153991.17
1092051.18
967565.05
782256.15
590822.37
1298772.62
192052.77
29578.83
52573.50
57178.80

575759510.591 106953777.691 55586 7631.131  8905356.07



N RCIN
AQ GOP
10jS %6 112
@© TO $10000 56662 21.11
$10001 TO $20000 59306 20.29
$000L 10 $30000 33973H 1981
$30001 TO $90000 31568 11.77
$0001 TO$H0000 29639 9.18
$60001 TO $60000 17785 6.63
$0001 TO$0000 | 13092 9.86
$0001 OO0 1 96 3.9
$60001 TO$0000 | 6363 2.38
$0001 TO$100000 | P23 157
$100001 TOO01500000 6717 2.50
$150001 TO$000000 68 0.25
$200001 1O $3000001 B 003
$300001 TO OO D 0.03
OAR $200000 | & 0.03

TOA |2680 10

vEl e BT RGE SHIRE o848 dR

MEAH

9338.17
9596.89
13272.65
22580.03
33907.92
9313123
51365.91
60668.93
68761.69
76212.72
79035.85
88158.51
102707.19
83038.68
159956.00
191793.60
29386.07

MZN

-21510.30
5759.00
15582.86
26186.52
37257.98
97798.9
58281.881
69330.701
81058.371
93300.511
108155101
139060.751
217388.301
910793.791
505816.131
959516.851
35380.501

MZN

9167.90
877.27
7197.82
15669.02
29615.29
3323291
91569.93
51111101
61107.631
72099.201
85011131
113699.921
191186.321
389950,731
970760.971
891785.591
29236.331

MEAN

2.70
1%
179
2.19
2,58
2.86
301
3.10
3181
3171
319
320
3081
2311
391
3301
2.27)

MEN

5390.87
2899.93
3581.83
9378.10
5156.83
5718.92
6001.911
6177.351
6311.291
6235.111
6160.931
5610.731
2995081
.00l
3.851
0.00l
0985.951

MEN

7813.03
3556.97
907191
5023.75
6226.36
7959.79
9590.66
10601.79
12033.06
13903.67
15078.57
18186.05
22353.87
29568.55
33987.36
66251.31
6999.03

TR
MW

9592.91
3997.67
3730.0?
9137.37
9918.99
9652.70
9365.9%6
9902.55
9955.07
5026.73
5109.95
5379.91
5081.30
9969.65
6569.79
5830.20
3950.98



A AP

D TO $10000
1000 TO $20000
$0001 TO $10000
$10001 TO $40000
$,0001 TO $50000
60001 TO $60000
$60001 TO $70000
$70001 TO saoooo
$30001 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $100000
$100001 TO SAQ0000
QIR SA0000

TR
MEAN

All.B
%
1AL
855.6A
1ABA2A
2120211
2811221
1718921
AL
50A0.27]
7/01.16|
10980211
21/67.271
. A9951.551
607AL 35
122195501
1772911

PRFY 70

MEAN

1131A
1611
11.1A
6A L
192681
189,001
660.781
950,261
12/8. /8|
162A19]
213A 34
318521
5853221
11007.181
16706 961
33855.511
191,071

LIV

E |
NN [
1

AL
11.261
200,121
787511
1191771
2018201
2703191
3506.701
£600.04
5780.931
7327.021
10801.84
21278881
ATT7.151
60515.A9
121980.901
1698.781

MZN

5.60
OAMA
118
12.28
28. 1A
POAY
6A12
81.71
103. &
122. /%
13091
191.16
201.87
3719.22
A7L93
509.71
33.1A



N Rl
A P
IS 25 109
® 10 Aao 5366 20.16
CI00L 10 (20000 52762 19.70
(20001 TO (30000 3608 16.72
C3001 10 (0000 31556 11.78
(60001 10 ssoooo 26724 9.23
(3300 10 (60000 1818 6.77
60001 10 (70000 | 1363 5.06
(70001 10 (S30OD | 10073 376
(AC0L 10 (90000 1 6983 2.60
(90001 10 S100000 | 6660 176
(100001 10 S1000001 77 297
(150001 TO (2000001 &1 0.32
(200001 TO (3000001 10 0.06
(300001 TO (6000001 1B 0.06
U'IR (600000 1 7% 603
I0A 1267782

MODERATE ECONOMIC SCENARIO

WAE t ARY AHCI%&

M

26365568.00
266905721.00
703208769.00
893115999.00
1062536280.00
1067862265.00
932269695.00
822511897.00
695622872.00
532500619.00
370013362.00
701929763.00
89688308.00
9900570.00
15989368.00

16865666.00

M

-59283682.17

TABLE 16
1990 TAX ALTERNATIVE ONE

e

M

11337997.98

308713792.311 63056718.50

821126187.65
1028639660.16
1173662339.22
1177663612.09
1056722175.05

939857608.90

816731935.87

669056526.681

506668932171
1102871983.661

186066265.671

62186195.861
53690336.511
76669796.621

370667855.65
609666898.11
770072221.351
812962509281
750862651921
690066852.081
611876117.071
500150069.991
397286663151
893160155.211
163006905.631
39206127.531
69960619. 07|
70193262.721

IGC 8182666762.00 9876179609. 3916 708667185.6 11

SO
M

7950.00
77609.00
93055.00
86237.00
80088.00
69372.00
53910.00
61827.001
31956.00!
22062.001
16755.00!
25661.001

2661.001

276.001
357.001
260.001

\ALE &

txtnr'unns
M

16696112.09
162308222.67
196619196.80
176173376.60
167362366.65
165995525.29
112595193, 6L

87163767 7A

66362892.921

65626653.021

29916591.711

67835061.271

2735090.691
6330.531
105.66!
2091.601

JRYE
aMm

22826015.78
199670766.38
220867731.36
201989236.29!
198689963.63!
186123866.681
176663688.611
166311066.921
121867863.561

93618955.631

70727157771
166969873.56 |

19093869.161

2860137.331
3378609.781
6170232.801

STANDAED
nriuicr ions
M

9373639.60
188266312.37
186756667.60
131116693.63

88535178.35
57166337.87
31566763.03
13607855.21
11260025.10

6936209.08

6069718.93

6519836.20

726619.36
106252.06
109630.25

76103, 10](-

606692.0011256996363. 75 11809586566.80 | 7*ill71i?71. O

P



A GOP

LGS

3D TO S10000
S10001 TO $20000
$20001 TO $10000
$H001 10 $HO00
$10001 TO ss0000
$0001 TO SE0LD
$60001 TO $70000
$70001 10 CR3BD
$30001 10 $0000
$90001 10 $100000

j$100001 10315000
B:DOHOCEQID
$200001 1O $300000
$300001 TO $<00000

OMR $900000
TOA

L7234

ro
sun

1121559.10
2103811.85
17557829.82
33319832.35
96576396.5.
5219239%.70
5133197119
50559882. fit
97552399.00
9117375:.99
39910772.79!
86367699.28
+3215119.611
5099887.261
6920925.911
9651122.191

PR ok AR -
sun M sun

290863.63
82871.37
580555.59
2509397.67
6065975.99
9925966.76
15969061.95
12821717.79
12988993.87
11262129.81
9955695.12
2519117210
9985838.79
1263999.60
1726293.98
2673585.32

509039785.601 113293508.73

1100053.68
1597597.30
15370308.90
30665873.03
93760375.07
99639786.82
99033252.05
93639119.16!
96031195.70!
90065377.091
30138556.731
89999382.561
18050322.591
5025835.261
6395697.991
9635230.191
903B92969.071

15931.99
21776.07
169737.89
981976.58
919632.98
1123109.00
1161336.67
Nn3371 .38
1039181.02
857930.61
659129.50
1531095.27
255787.92
36072.26
55017.93
29836.50
9981766.51



A &P

LSS

SO 10 $10000
S10001 O $20000
$20001 10 $30000
$10001 10 $00000
$00001 10 SSOOOO
$00001 10 $60000
$60001 10 $70000
$70001 1O $30000
$30001 10 $90000
$90001 10 $100000
$100001 10 $150000
$150001 O $200000
$200001 10 $100000
$100001 10 $600000
OR $600000
TOA

2925

109

51966 20.16
52762 19.70
19608 16.72
31556 11.78

6721
18133
13563
10071
6961
6660
%7
8M
109
18
o
277182

921
6.77
5.06
176
2.60
176
297
0.12
0.06
0.06
0.01

100

wEl am RO P KREE (SRS ofhds oSS

H KM MEN

9011.87
6560.00
11132.99
22663.32
3367352
61196.56
51397.60
60663.80
69018.31
76618.27
79602.01
88326.38
106910.68
90830.921
168069.521

200886 -.68L

30556.661

MEN

-20309.521
5769.721
15603.351

26169.611
37230131
67687.151
58337.321
69377.551
81061.661
91175.701
108317.011
118813.361
218129.271
387020.321
695280.881
1020136.171
36956.061

NEAVI

3876.26
798.17
7027.57
15670.08
26606.90
32886.691
61397.201
50378.681
60766.181
71829.681
85256.611
111018.771
1910%6 @
359639.25
662613.16
968557.311
25350.651

MZN

2.72
166
176
216
2.56
2.81
297
3.08
317
317
317
3.23
3.10
251
331
3.26
2.26

MEAA

5619.70
3008.83
3690.02
6670.50
5106.00
5005.73
6207.70
6626.58
6588.20
6523.98
6619.66
6019.26
3206.66
58.08
0.98|
28.261
6686.611

MEAN

7801.08
1701.65
6187.70
512559
6296.82
7523.93
9617.57
10660.061
12093.671
11665.201
15177.501
18262.091
22386.371
26056.311
31231571
56356.501
6757.691

oA e

MEAN

6792.25
3599.06
3368.28
6276.52
6572.15
6300.01
5051.93
5086.89
5179.60
5266.90
5316.59
5596.67
5332.37
5636.95
6637.07
5356.03
6117.53



A GOP

5 1O $10000
$10001 1O $20000
$20001 TO$30000
$60001 1O $40000
$40001 TO $50000
$50001 TO $00000
$60001 TO $70000
$70001 TO $30000
$80001 TO $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $500000
$500001 TO $400000
OHER $400000

RO-REE
MEN

565.44
50,00
552.90
84553
1476.09
2109.25
215008
3727411
4720.78!
5013221
7491581
10867.961
21354.181
46283.371
50448301
13042057
1832.281

el Yl
|
NEEN NEAI
90.44 376.09
14 28.69
11.01 201.42
63.68 778.16
192.23 1386.84
381.29 1999, 911
659.61 2703.341
M5.351 3586.161
1230.841 4569.761
1617421 575404
2136.421 7325.871
3169.901 10688.861
5845.121 21160.991
11641.691 46108.581
15984.201 50219.431
36129531 13020581 |
423.081 1806.851

B

MEAI

5.46
0.40
3.22
22
2.14
4543
64.03
8359
102.67
12322
140.37
192.66
299.87
33094
517.76
403.20
3H4l



A GOP

1623

(0 TO 010000
(010001 O 020000
(020001 O 000000
(000001 O 040000
(040001 O 330D
3300 TO 060000
060001 TO (070000
(070001 TO 080000 |
(080001 1O 090000
(090001 7O (0100000 |
(0100001 O 01500001
(0150001 1O (2000001
(0200001 O (3000001
(300001 O 04000001
QR (400000 i
TOAL

N RIH

286 105
51193 19.07
51365 19.14
39219114.61

| 183301 6.961
| 141721 5.281 862239297.001 983541884.84

107011 3991

o721 2.821 576125158001 705032371.021.

5231 1%1
Qo 3431
10731 0.40)
1431 0051
4| 0021
7L 0081

1991 TAX ALTERNATIVE ONE

TABLE 17

MODERATE ECONOMIC SCENARIO

MXE 1 SALRY

M

26151717.00
233394604.00
686318284.00

& HFE cfnds o ' oS
IM M M M M

-58930891.94
292786918.06
79911.3086.17

889736838.00 1022530539.62

J 31792111.85 1071210898.00 1181316606.58
| 251071 9.351 1086818833.00 1197238525.45

959615727.00 1087936586.28

734716610.00!

86608396140 |

11872666.66

36408407.86
348699801.46
595998716.60
768577005.95
821357692.71
767582659.23 1
717558041.141
647604945.861
541238140. 721

412975522.001 565674142.951 443513266.891
813480190.0011285842525.1811043039035.461
113944305.001 231801267.081 201633784.261

15670147.001
7005312.001
15733671.001

| 2683931  10018505137113.001

52588873.081
22124906.061
86653603.571

48697808.451
20046225.251
82178076.311

10321334905(7096606274.75)

7702.00
74429.00
90083.00
82853.00
79365.00
6992C.00
55022.00!
43674.001
33882.001
23906.001
16550.001
29707.001

3371001

349.001
142,001
251.001

M

16712452.69
162795057.60
197027867.60
181193279.00
173430339.69
15277211114
120208567.00

95213638.27

73706630.40

51677673.59

35189173.36

58979616.15

4370942.86
15526.73
0.00

0.00

22704079.67
198011904.68
223647139.26
205168826.57
202249836.331
190643103.37
180798508.82
151635463.79
129320745.22
101179027.58

79515744.94
170026835.971

24230939.961

3690737.901

1412280.811

4360327.261

9613825.57
188677056.95
190566584.05
136473268.16

93983364.12
62066212.91
35065388.29
21077462.14
13229483.90

8368573.74

4880433.00

8268831.12

901382.44
134281.32
68730.50
58014.80

611215.00/11323292876. (0 1888595502.141 773432893.01



A GOP

LSS

3 TO 56D
S10001 O $20000
$20001 TO $30000
$30001 TO $40000
$40001 TO $50000
$50001 TO $60000
$60001 TO $70000
$70001 TO SS0000
$30001 1O $90000
$90001 TO $100000
$100001 TO $150000
$150001 TO $200000
$200001 TO $300000
$300001 TO $400000
OHR $400000
TOA

RO
IM

1248321.95
1803531.21
16483892.14
3262682391
46727395.55
52968022.43
52539601.63
52624462.471
50419336.201
44522203491
38%51241.391
100483155.191
22391457.211
6189472.501
'2672200.661
11363725.061

PRFRY ramizar
IM KLY/

336440.56
77499.51
551112.32
2470230.89
6129571.69
9607349.66
12237575.24
13359408.901
13187834.481
12151134.671
11106773.921
29170656.681
6251485.021
1609254.551
682540.481
3153124.201

534014843.001 122081992.871

1228947.03
1315109.02
14413657.781
30030846.131
43930216.391
50252461.961
50199084.121
90633131521
48812744.321
43320563.71 |
38088590.971
98834870.081
22183010.081
6163220.501
2662572.661
11347021.061
513416047.331

IM

15682.10
20885,12
159364.22
479065.61
906520.21
1138590.37
1191246.06
1179198.21
10895%4.71
923B806.81
719824.99
1765045.86
321107.21
48758.54
12789.29
43369.94
10014817.25



ag growp

loss

0 10 £10000
£10001 10 £20000
£20001 10 £10000
£10001 10 £A0000
200 10 CGB3D
(8300 10 £60000
£60001 10 670000
£70001 TO 33D
(8300 10 640000
£90101 TO 6140000
£103001 10 950000
6153001 1O 6200000
£200001 10 6100000
6100001 TO 6400000
OHR £400000
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0.03

1992 TAX ALTERNATIVE ONE

TABLE 18

MODERATE ECONOMIC SCENARIO
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838895639.00

1106861969.00

1115560797.00 1217226966.021
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Liability to Collections

The projected time pattern generated from 1970 - 1979 accounting
data can be wused 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.

TABLE 1?
LIABILITY TO COLLECTIONS
TAX ALTERNATIVE ONE
NODERATE ECONOMIC SCENARIO

6ROSS NET NET REC
FY/Q RECEIPTS REFUNDS RECEIPTS  CPI 486
(4a noa) (da nod) (4a no/ (a real)
86 325.98
38/1 0 4 @)
12 P ) @)
13 3 @)
/4 487 4% 482
TOTAL 489 49 17l 338.66 476
89/1 4116 B au
© 4153 2 450
13 4149 46 413
/4 4128 436 492
TOTAL 4545 460 4486 35417 4447
90/1 4126 %6 4120
© 467 2 4165
13 4162 20 442
) 4 4136 444 493

TOTAL 4592 472 4520 370.39 4457

91/1 4134 45 4129

12 4176 R a7

Vel 4172 416 4156

n 4145 435 4110
TOTAL 4627 457 4570 387.35 4480
92/1 4142 45 4137

2 4187 p 485

Vel 4182 415 4167"

/4 4147 24 413

TOTAL 4657 455 4602  405.09 4485



ALTERNATIVE TWO; LIMITED BRACKETS/ FEDERAL TAX BASE

This alternative 1s piggybacked to the federal law for most 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

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

State Structure

New Law

1987;
Five brackets, ranging up to 38.5
percent

1988
Two brackets, 15 and 28 percent

Income averaging 1s no longer
allowed

Two-earner deduction 1s eliminated

Dividend exclusion is no longer
permi tted

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 brackes

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

similar to the previous case.

limited number of brackets and rates are

_( %)_



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



Treatment of the Alaska Permanent Fund Dividend

All of the alternatives presented Ir.clude the Alaska Permanent Fund
Dividend as taxable Income, The 1989 low case Table 20 Indicates a loss
of $Ib million 1f the PFD were not taxable ($393.9 million with PFD
Included - $377.9 million with PFD excluded). The taxable Income
presented 1n the tables 1s with PFD not taxable. Children and other
persons not required to file will not pay tax on the PFD. The estimates
of the PFD are as follows:

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

These are rounded values from the December 1986 Long Run Fiscal Model of
the Department of Revenue.(15)

Nonresident Apportionment

As was done in the 1978 Alaska Individual 1income tax, nonresident
workers  apportiontheir |Income by source state 1n this proposal. The
apportionment ratiols obtained by dividing Alaskaadjusted gross Income
(Income earned 1nthis state orattributable 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.

Standard Deduction

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

Filing Standard Add*nl for Blindness/
Status Deduction Age Exemption

Single $3,000 $750 per Exemption
Married Filing Joint $5,000 $600 per Exemption
Harried Filing Sep $2,500 $600 per Exemption
Head of Household $4,400 $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 butproperty 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.

-< 68 »-



