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Introduced: 2/26/75
Referred: Commerce and
Finance

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

HOUSE BILL NO. 212
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE -~ FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska income tax; and
| providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
¥ Section 1t AS 43.20 is amended by adding a new section-to read:
Sec. 43.20,011. TAX ON INDIVIDUALS, FIDUCIARIES, AND CORPORA-
TIONS. (a) There is imposed for each taxable year upon the taxable
income of every resident, nonresident and part-year resident individuagl
and fiduclary of the staﬁe, except those qualifying for the rates in

(b) or (c) of this section, taxes computed according to the following

table,
If the taxable income is: ‘ Then the tax is:
Not over $2,000 ' 3 per cent of the taxable
income
Over $2,000 but not over $4,000 $60 plus 3.5 per cent of ex-
| cess over $2,000
Over $4,000 but not over. $6,000 $130 plus 4.0 per cent of ex-
cess over $4,000
Over $6,000 but not over $8,000 $210 plus 5.0 per cent of ex-
cess 6ver $6,000
Over $8,000 but not over $10,000 $310 plus 5.5 per cent of ex-~
cess over $8,000
Over $10,000 but not over $12,000 $420 plus 6.0 per cent of ex-
| cess over $10,000
Over $12,000 but not over $14,000 $540 plus 7.0 per cent of ex-
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Over $100,000 but not over $150,000

Over

$200,000

Over $150,000 but not over $200,000

$10,800 plus 14.0 ‘per cent of
excess over $100,000

$17,800 plus 14.5 per cent of

‘excess over $150,000

$25,050 plus 14.5 per cent of

excess over $200;,000

(b) There 1s imposed for each taxable year upon the taxable

income of every resident, nonresident and part-yéar resident married

individual who makes a single return jointly with his spoﬁée (éé

provided in section 6013 of the Internal Revenue Code) and upon e&éry

resident, nonresident and part-year resident surviving spouse (as

defined in section 2(a) of the Internal Revenue Codé) taxes ccmputéa

according to the following table.

If the taxable income 1s:

Not over $4,000

Over $l4,000 but not over $8,000

Over

Over

Over.

Over

Over

Over

$8,000 but not over $12,000

$12,000 but
$16,000 but
$20,000 but

$24,000 but

$28,000 but

not

not

not

not

not

over $16,000

over $20,000

over $24,000

over $28,000

over $32,000

...3...'

Then the tax is:
3 per cent of the taxable

income

$120 plus 3.5 per cent of ex-

cess over $4,000

$260 plus 4.0 per cent of ex—
cess over $8,00U

$420 plus 5.0 per cent of ex-
éeSS over $12,000

$620 plus 5.5 per cent of ex-
cess over $16,000

$840 plus 6.0 per centkofyex—
cess over $20,000

$1,080 plus 7.0 per cent of ex-

~cess over $24,000

$1,360 plus 7.5 per cent of ex-
HB 212

*i
‘
%
{_




[>:+3

10

20

21

22

Over

Over

Over

Over

Qver

Over

Over

Over

Qver

Qver

QOver

Over

Qver

Over

HB 212

$32,000

$36,000

$40,000

£
g
=

w
[
O
[}

$52,000
$6L4,000
$76,000
$88,000
$100,000
$120,000
$140,000
$160,000
$180,000

$200,000

bu£
but
but
but
but

but

but
but
but
but
but
but

but

not
not
not
not
not
not
not
not
not
not
not
nét
not

not

over

over

over

Qver

over

over

over

over

over

over

over

over

over

over

$36,000
$40,000
$414,000
$52,000
$64,000
$76,000
$88,000
$100, 000
$120,000
$140,000
$160,000
$180,000
$200,000

$300,000

5

-

cess over $28,000

$1,660 pius 8.0 per cent of

excess over $32,000

$1,980 plus 8f§,per cent of

excess over $36,000

$2,320 plus 9.0 per cent of

excess over $40,000

$2,680 plus 9.5 per cent of

excess over $44,000

$3,440 plus 10.0 per cent of
excess over $52,000

$4,640 plus 10.5 per cent of
excess over $64,000

$5,900 plus 11.0 per cent of
excess over $76,000

$7,220 plus 11.5 per cent of
excess over $88,000

$8,600 plus 12.0 per cent of
excess over $100,000

$11,000 plus 12.5 per cent
of excess over $120,000
$13,500 plus 13.0 per cent

of excess over $140,000

. $16,100 plus 13.5 per cent

of excess over $160,000
$18,800 plus 14.0 per cent
of excess over $180,000
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Over $300,000 but not over $400,000

Over

$400,000

$35,600 plus 14.5 per cent
of excess over $300,000
$50,100 plus 14.5 per cent

of excess over $400,000

(c) There is imposed for each taxable year upon the taxable

income of every resident, nonresident and part-year resident head of

a household (as defined in section 2(b) of the Internal Revenue

Code); taxes computed according to the following table.
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$1,040 plus 7.5 per cent of

excess over $20,000

$1,190 plus 8.0 per cent of

excess over $22,000

$1,350 plus 8.5 per cent of

excess over $24,000
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excess over $38,000

$3,030 plus.10.5 per cent of
excess over $44,000

$3,660 plus 11.0 per cent of
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excessjoverv$200,000
Over $300,000 : $37,910 plus 14.5 per cent of
| - excess over $300,000 |

¢(d) The department shall compute and publish the Alasks income
tax liability for resident taxpayers at the mildpoint of each bracket
of adjiisted gross income (as defined in sec. 63 of the Internal.
Revenue Code) modified as required by sec. 31 of this chapter in $25
steps below $3,000 and $50 steps to $20,000 rounding the calculations
to the hearest dollar. Resident taxpayers electing to take the stan-
dard deductions may file returns based upon, and pay taxes according
to, tables established under this section.

(&) Theré is imposed for each taxable year upon the entire
taxable income of every corporation derived from sources within the
staté a tax consisting of a normal tax équal to 5.4 per cént of
taxable income, and a surtax which is,equal to 4.0 per cent of taxable
incomé.‘ For purposes of'this chaptef the surtgx>exemption~for a
taxable year follows secs, 1561 and 1563 of the Internal Revenue Code.
Sec. 2. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.021. INTERNAL REVENUE CODE ADOPTED BY REFERENCE. (a)
Subtitle F and chapter 1 of subtitle A of the,1954 Internal Revenue
Code, Public Law 83-591, as amended, are -adopted by reference as a
part of this chapter. ‘These portlons .of the Internal Revenue Code

have full force and effect under this chapter unless excepted to or

modified by other provisions of this chapter.

(b) For purposes of calculating the federal tax payable on
personal“holding companiesvprovided;foriin thevproviéions of Internal
Revenue Code section 541, the rate is-12.6 per cent.

(¢) For purposes of calculating the alternative tax on.capital
gains provided for in the provisions of Internal Revenue Code section
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1201, the rate is 4.5 per cent for corporations and 4 per cent for
individuals and fiduclariles.

(d) Where a credit allowed under the Internal Revenue Code is
also allowed in computing Alaska income tax, it is limited to 16 per
cent of the amount of the cfedit determined for federai income tax
purposes for individuals and 18 per cent for corporations.

¥ Sec. 3. AS 143.20.030 is repealed and re-enacted to read:

Sec. 43.20.030. RETURNS AND PAYMENT OF TAXES. (a) Every indivi-
dual, fiducilary, partnership and corporation required to make a return
under . the provisions of the Internal Revenue Code shall at the same
time file with the department a return setting out

(1) the amount of tax due under this chapter; less credits
claimed against the tax; and

(2) oﬁher information for the purpose of carrying out the
provisions of this chapter which the department requlres.

(b) The return shall either be on oath or contain a written
declaratioh thaﬁ it is made under penalty of perjury, and the depart-
ment shall prescrlbe forms accordingly.

(¢) The ﬁotal amount of tax imposed by this chapter is due and
payable to the department at the same time and in the same manner as
the tax payable to the Unlted States Internal Revenue Service.

(d) A taxpayer, upon request by the department, shall furnish to
the department a true and correct cdpy of the tax return which he has
filed with the Unlted Statés Internal Revenue Service. :Every taxpayer
shall notify the department in writing of any alteration in, or
modification of, his federal income tax return and of a recomputation

of tax or determination of deficiency (whether with or without assess-

ment). A full statement of the facts shall accompany this nctice.
The notlce shall be filed within 60 days after the final determination
oG
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1 of the modification, recomputation or deficiency, and the taxpayer

2 shall pay the additional tax or penalty under thls chapter. For pur-
3 poses of this section, a final determination shall mean the 6ime that
4 an amended federal return is filed or a notice of defilclency or an
5 assessment 1s mailed to the taxpayer bylthe Initernal Revenue Service,:
6 except that in no event wlll there be a final determination for purposes
7 of this section until the taxpayer has exhausted his rights of appeal
8 under federal law.
9 (e) The department may credit or refund overpayments of taxes,
10 taxes erroneously or illegally assessed or collected, penalties col-
n lected without authority, and taxes that are found unjustly assessed
12 or excessive in amount, or otherwise wrongfully collected. The depart-
13 ment shall set limitations, specity the manner in which claims for
14 credits or refunds are made, and give notice,df allowance or disallow=-
P ance. When a refund is allowed to a taxpayer, it shall be paid out of
6 the general fund on a warrant issued under a voucher approved by the
v ‘department.
'8 ¥ Sec. 5. AS 43.20 1s amended by adding a new éection ﬁo read:
" Sec. 43.20.031. TAXABLE INCOME OF RESIDENTS; DEDUCTIONS; EXEMP-
20 TIONS. (a) The taxable income of a resident of the state is his
2! entire taxable income as defined in section 63 of the Internal Revenue
2 Code with the following modifications:
2 (1) a taxpayer whose income includes a cost-of-living
2 allowance which is exempt from federal income tax shall determine and
2 include that amount as part of his income as if ﬁhe cost—of»living
2 allowance were not exempt;
o (2) the benefits allowed to taxpayers under Internal
2 Revenue Code sections 1301-1307, as amended, are allcwed only to
29 taxpayers who have been residents of the state for the full base

-9~ HB 212
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period as well as for the computation year nn del'tned in Lhesc gee-
tlons: the commissioner‘%hall adopt regulations governlng benefits
under these sections of federal law allowable to spouses eligible to
file a Joint Alaska return for the computation year when one spouse
has not béen a resident of Alaska for the full base period.

(b) The following exemptions are allowed in computing taxaoble
lncome under this section: |

(1) service pay received by members of the armed forces of
the United States or auxlliary branches of the armed forces; |

(2) annulties received under the United States Cilvil
Service retlrement system from the United States Clvil Service retire-
ment and disabllity fund;

{3) 1ncome of a person derived from the sale of halibut
taken from waters outside the territorial limlts of the state and
regulated by an international body or treaty organization if the
person selling halibut in the state whilch 1s taken from outslde the
territorial limits of the state executes and submits to the department
within 30 days after each sale a separate exemption certificate on a
form approved by the department and the attorney general.

(e) In computing the tax under thils chapter, the taxpayer 1s not
entitled to deduct from the adjusted gross income state income taxes.
(d) Banks and savings and loan assoclations chartered by the

federal government or the state are exempt from income tax under this

chapter.

(e) An affiliated group of corporations may make or the commisg-
stoner may requlre them to make & consolldated or comblued pyoeturn for
fhe Laxablio yeur 1o place of separate returns. For purposes of calcu-

lating the amount of tax payable by the group under a consolidated
filing, Internal Revenue Code secs. 1501 - 1552, as amended, apply.
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(r) ‘A natural person is entitled to a tax credit not to exceed
$50 for the amount of pollitlcal campalgn contributions made within the
tax year, including but not limlited to a contribution or gift to a
person or orgahization for use exclusively for political campailgns or
dues to a nonproflt organization organized primarily for the purpose
of influencing elections. The credlt allowed by this subsection is in
place of the credit allowed by sec. 41 of the Internal Revenue Code
and the deduction allowed by sec. 218 of the Internal Revenue Code for
contribution to candidates for public office.

(g) A person who wilfully makes and subscribes to a certificate
referred to in (b)(3) of this section which is not true and correct as
to every material fact is punishable by a flne of not more than
$10,000, or by imprisonment for not more than five years, or by both.
Sec. 6., AS 43.20 is amended by adding a new section to read:

Sec, 43.20.035, TAXABLE INCOME OF NONRESIDENTS AND PART-YEAR
RESIDENTS. (a) The taxable income of nonresidents or part-year
residents of this state 1s taxable income as determined under séc. 31
of this. chapter when attributable to sources in the state as provided
in sec. 40 of this chapter with the following adjustments:

(1) a nonresident or part-year resident who claims the
standard deduction as defined in Internal Revenue Code sec. 141 is
allowed the deduction in the proportion provided in (b) of this sec-
tion;

(2) a nonresident or part—year'resident is entitled to
claim the personal exemptions as defined in sec. 151 of the Internal
Revenue Code in the proportion provided in (b) of this section;

(3) a nonresident or part-year resident who ltemlzes

deductions 1s allowed a deduction for those items deductible under the
Internal Revenue Code which arise from sources 1in the state.
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{b) The ratio for prorating alldwed by this sectlon 1s the
taxpayer's adjusted gross income from Alaska sources divided by the
taxpayers's adjﬁsted gross income from all sources. The ratio may
not eiceed 100 per cent. The adjusted gross lncome for purposes of
this subsection means adjusted gross income as defined 1in sec. 62 of
the Internal Revenue Code as modlfied by the provisions of sec. 31 of
this chapter;

(¢) - Deductions claimed which are allowed as deductlons from
~gross income in arriving at adjusted gross income under the Internal
Revenue Code are allowed only to the extent that they are connected
with income which arises from sources in the state or property having

~a situs for taxation in the state.
¥ Sec. 7. AS M3.20.04O is repealed and re-enacted to read:
Sec. U43.20.040. INCOME FROM SOURCES IN THE STATE. (a) In this

chapter, income

from sources in the state includes

(1) dincome from real or tanglble perscnal property located
in the state; .

(2)  income pf whatever nature from a business, trade or
profession having a business situs in the state énd compensation for
services rendered in the state;

(3)A income from stocks, bonds, notes, bank deposits, and
other intanglble personal property having a taxable or business situs
in the state;

{(4) rentals and royalties for the use of or for the
privilege of using, in the state, patents, copyrights., secret pro-
cesses and formulas, good will, trademarks, trade brands, franchises,
and other property having a taxable or business situs in the state.

(b) In this section, income is from a source having a taxable or

business situs in the state if it is derived from

HB 212 =12~
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(1) owning or operating busingss facilities or property in
fhe state;

(2) conducting business, farming, or fishing operations in
thé state; _ | |

’(3): working for salary or wages in the state;
| €D a partnership ﬁhich transacts bﬁsiness in the state;
(5 a corporation which transacfs business in the state
which hésveleqted to file federal feturns under subchapter S of the
Internal Revénue Code; | v
(6) an estate or trust deriving 1ncéﬁe from sources in the
state; or _ ‘ ‘ o
{7 ‘engagiﬁg in any étber activify from thch income is
recelved, rea;ized or derived in the staté.v \ h
(¢) The receipt’of iﬁgome'derivéd solely from interest earned on
property in the state dées ﬁot alone‘establish a taxable or business
situs in the state. | | . A
Sec. 8. AS ﬂ3.20’is amended by adding new sections to read:

_ Sec.’43.20.05l. kINCOME FRdM SOURCES‘IN_THE STATE OF NONRESIDENT
PARTNERS. In determining the source of é nonresident partner's
income, no effect may be given to .a provi#ion'in the partnership
agreement. which | '

(1) characterizes payménts to the partner as being for
services or for the use of.capital;

(2) allocates to the partner, as income or gain from
sources outsilde the state, a_gfeater.broportion of his distfibutive
share of partnership 1ncome’or gain than the fatio of partnership
income or gain from équrces‘outside the staterto pértnership income or
gain from all éources;‘br ,

(3) allocates to the partnér(a.greatér proportion of a
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partnership item of loss or deduction connected to Alaska sources than
his proportionate share, for federal income tax purposes of partnership
loss or deduction generally. ‘

Sec. 43.20.061. CREDIf FOR TAXES PAID ANOTHER STATE. (a) A
resident 1s allowed as a credit against the tax otherwise due under
this chapter the amount of income tax imposed on him for the taxable
year by anqther state or territory of the United Statés on income
derived from sources in the other state or ferritory whibh is also
subJect to tax under this chapter.

(b) The credit allowed in (a) of this section is limited to that
proportion of the tax computed under this chapter (before the allow- |
ance of this credit),_which the taxable income from the other state or-
territory bears to the total taxable incdme; however, this credit may
not exceed the actual tax payable to the other state or territory.

Sec. 43.20.065. ALLOCATION AND APPORTIONMENT. A taxpayer who
has income from business activity which 1Is taxable both inside and
outside the state or Income from other sources both inside and outside
the staté shall allocate and apportion his net income as provided in
art. IV of the Multistate Tax Compact (AS 43.19.010), and as‘provided
in sec. 71 of this chapter for water transgportation carriers.

» Sec. 43.20.071. PASSENGER OR FREIGHT WATER TRANSPORTATION
CARRIERS. (a) All business income of water transportation carriers
shall be apportioned to this state by a fraction the numerator of
which 1s the property factor plus the payroll factor plus the sales
factor and the denominator of which is the number three.

(b) The property factor for fixed property such as buildings
and land used in the business and local equipment énd personal property

shall be determined according to art. IV of the Multistate Tax Compact
(AS 43.19.010), and as provided 1n sec. 71l of this chapter for water

w1l




20

21

22

23

24

25

26

27

28

29

transportation carriers. The property factor of water transportation
property shall be determined on a days~spent-in-ports basls as provided
in (e) of this section.

(¢) The payroll factor for the wages and salaries of employees
assigned to fixed locations shall be -determined according to art. IV
of the’Multistafe Tax Cbmpact‘(AS 43,19.010), and as provided in sec.
71 of this chapter for water transportation carriers. The payroll
factor for water transportation carriers and other equipment used in
water Lransportation shall be determined on a days-spent-ln-ports
basis as provided in (e) of this section.

(d) The sales factor shall be determined on a days-spent-in-
ports basis as provided in (e) of this section.

(e) The property, payroll and sales factor shall be determined
by a ratio which the number of days spent in ports inside the state
bears to the total number of days spent in'ports inside and outside
the state. The term "days spent in ports" does not include periods
when ships afe_tied up because of strikes or withheld from Alaska
service for repairs, or because of‘seasonal reduction of service.

Days in port are computed by dividiﬁg the total number of hours in all
ports by 24.°
See. 9. AS U43.20.170(c)(2) is amended to read:

(2) shall make return of and pay to the department quarterly
or at other times as the department may'reguire [ALLOW], the amount of
tax levied which under the provisions of this chapter he is required
to deduct and withhold; upon fallure of the employer to comply with
the provisions of this subsection, the provisions of sec. 210 of this

chapter apply.

¥ Sec. 10. AS 43.20.200(b) is amended to read:

(b) The same period of limitation upon the assessment and
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collection of taxes imposed under this chapter and the same exceptions
to it shall apply as provided in secs. 6501, 6502 [6502(a)], and 6503

[6503(a)] of the Internal Revenue Code of 1954. In the case of

additional tax due by reason of a modification, recomputation, or

determination of deficiency in a taxpayer's federal income tax return,

the period of limitation on assessment commences from the date that

the notice reqguired in sec. 30(d) of this chapter is flled and if no

notice is filed the tax may be assessed at any time.

Sec. 11. AS 43.20.335 1s amended by adding a new subsection to read:
(1) Thé penaltieé and liabllities provided in (g) of this

section shall be paid upon notice and demand by the commissiloner of

revenue or his deputy or agent and shall be assessed and collected in

the same manner as taxes. A reference to "tax" imposed also referé |

to the penalties and llabilities provided by this section.

Sec. 12. AS 43.20.340 is amended by adding new paragraphs to read:

(13) "domicile" means the place where an individual has his
true, fixed, permanent home and principal establishment and to which
place he has the intention of returning whenever he is absent for a
temporary or transitory purpose;

(14) 'nonresident" means an individual who is not a "resi-
dent" or "part-year resident";

(15) '"part-year resident" means én individual who enters or
leaves the state during the taxable year and who has resided or was
domiciled in the state for a period of less than 12 months during the
taxable year; |

(16) T'"resldence" means actual physical presence in the
state and 1s determined without regard to a person's "domicile';

(17) T'"resident” means an individual or natural person who
during the taxable year has been domiciled in the state or has resided-
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within the state for the entire taxable year; an indlvidual does not
lose his status as a resident simply by reason of attending an educa-
tional institution or by serving in the armed forces.

# Sec. 13. The following laws are repealed: AS 43.20.010; 43.20.020;
43,20.050; 43.20.060; 43.20.070; 43.20.080; 43.20.090; 43.20.100; 43.20.110;
43.20.120; 43.20.130; and 43.20.140.

¥ Sec. 1l84. The repeal of the laws listed in sec. 13 of this Act does
not affect tax liabilities acerued before January 1; 1975.

# Secf 15, This Act is retroactive to January 1, 1975 and relates only
to incomé earned or received after December 31, 1974.

¥ Sec, 16. This Act takes effect immediately in accordance with AS 01.-

10.070(e).
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