
HB 182
Individual Income Tax

Presentation prepared by the Office of Rep. Paul Seaton
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HB 182 proposes an Individual Income Tax as follows:

• 15% Federal Income Tax due

• Long Term Capital Gains- multiplying the number by the 
lesser of:
• 10%; or
• The difference between the taxpayer’s federal income tax 

rate on ordinary income and the taxpayer’s federal tax 
rate on long term capital gains. (Currently, 10% is the 
lesser of the 2 options; however if the Federal rates were 
ever changed, the lesser could be smaller than 10%).  

The next 2 slides show examples from the Federal 1040 form 
and how to determine the capital gains tax rate. 
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Capital Gains
Line 13

Federal Tax 
Due 
Line 63
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How to 
determine 
the capital 
gains tax 
“lesser of 
10% or the 
difference 
between.…” 

(10%-0%=10%)
(15%-0%=15%)

(25%-15%=10%)

(28%-15%=13%)

(33%-15%=18%)
(35%-15%=20%)

(39.6%-20%=19.6%)

Information from: Charles 
Schwab website
http://www.schwab.com/p
ublic/schwab/nn/articles/T
axes-Whats-New



The next slide shows: 

Taxpayers can elect to 
deduct their State Income Tax 

on their 
Federal Itemized Deductions - Schedule A

(1040 form – Line 40)

Slide: 5



State Income 
Tax Deduction
Line 40

State 
Income Tax 
Refund
Line 10
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The Problem
The next 2 slides show: 

• Individual income tax collection per capita

• State-Local tax burden for residents
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Chart from Tax Foundation website:   
http://taxfoundation.org/article/annual-state-local-tax-burden-ranking-fy-2011

State-Local Tax 
Burden as 

Share of State 
Income

Rank
Taxes Paid
to Home 

State

Taxes Paid 
to Other 

States

Total State-
Local Tax 
Burden

Income Income
Rank

Alaska 7.0% 49 $2,109 $1,210 $3,319 $47,354 8

Table 1. State-Local Tax Burden by Rank Fiscal Year 2011
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Why an Individual Income Tax?

The next 3 slides show: 
• Tax nonresidents
• Tax S-corps and LLCs
• Tax all people who claim residency in 

the state

Slide: 10



Note: Data exclude the self-
employed, fishermen, and other 
agricultural workers, and private 
household workers. For 
estimates of fish harvesting 
employment, go to 
labor.alaska.gov/research/seafoo
d/seafood.htm.

Source: Alaska Department of 
Labor and Workforce 
Development, Research and 
Analysis Section, 2013 
Nonresidents Working in Alaska 
report. 
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Corporate Income Tax 
avoided by Sub S Corps and 

Limited Liability Corps 
in Alaska.
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Tax Foundation: Facts & Figures 2015



Resident is defined as an individual who: 
• lives in the state for the entire calendar year;

• claims to be a resident of Alaska on their 
federal tax forms; 

• receives an Alaska permanent fund dividend;

• is registered to vote in Alaska; or 

• has an Alaska resident fishing, hunting, or 
trapping license during the calendar year. 
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The next 2 slides show: 

• Fiscal Deficit concerns

• Estimated revenue from Individual 
Income Tax
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2015 Income Tax Bill passes - First Tax Returns Available April 2017.

2016 Income Tax Bill passes - First Tax Returns Available 
April 2018.

Budget created using the below numbers:
• $70 Oil Price for FY15
• Operating Budget based on House version 3/24/15
• Capital Budget based on Senate version 4/10/15
• No new revenue sources
• Above numbers are used for FY16 – FY25

Budget Reserves:  Constitutional Budget Reserve (CBR) &  Statutory Budget Reserve (SBR)
(millions)

Graph prepared by David Teal, Legislative Finance 4/13/15.



Estimated Revenue*: 

• 15% Federal Liability $500 million
• 10% Long Term Capital Gains $  85 million
• Nonresidents $  70 million
• Total estimated revenue $655 million

*Dept. of Revenue fiscal note estimates 4/15/15.
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