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"An Act r e l a t i n g  t o  the A l a s k a  Net I n c o m e  Tax Act ;  aryl p r o v i d i n g  Tor an- 
' ' f ' c L i v e  dntt?, "

C O M M I T T E E  R E P O R T

H O U S E
u

Mr. Speaker

The Comm i t tee on

Date

FJHA’ JCB has had C V S "  n an;

under consideration. A Major i ty of the members of the Committee 

( ) recommends it DO PASS

( ) recommends it DO NOT PASS

( ) recommends it DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommencs it BE REPLACED WITH CS FOR ________________ AND THAT

CS FOR _____________________ DO PASS

( ) "and" recommends it BE REFERRED TO THE ___________________________
»

COMM ITTEE

( ) reports it back WITHOUT RECOMMENDATION 

( ) "other"

Members signing the Majority report:

Members NOT concu.ring in the M a j o r i t y report

_________________________  recommends:

_________________________  recommends:

_________________________  recommends:

_________________________  recommends:

r e c o m m e n d s  :

C ha  i rma  n



O r i g i n a l  sponsor :  Rules  Committee
by r eques t  o f  the  Governor

Offered: A/19/76
Referred: Pules

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 510 am

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  t o  the A laska Net Income Tax A c t ;  and

p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Sec. I .  AS A3 . 20 .021 (a )  i s  amended t o  read :

( a )  S u b t i t l e  F and chap ter  1 o f  s u b t i t l e  A o f  the 195A I n t e r n a l  

Revenue Code, Pub l ic  Law 83-591, as amended, are  adopted by r e f e r e n c e  as 

a p a r t  o f  t h i s  c h a p t e r , excep t  than those p r o v i s i o n s  o f  the  I n t e r n a l  

Revenue Code adopted a f t e r  December 31, 1975 which change or  modify  ex ­

emptions from tax  o r  c r e d i t s  ag a in s t  tax are  not adopted by r e f e r e n c e  as 

a nar t  o f  t h i s  chanter  nnt.i i. the second January ] f o l l o w i n g  the e f f e c ­

t i v e  date  o f  the f e d e r a l  l a w . These p o r t i o n s  o f  the I n t e r n a l  Revenue 

Code have f u l l  f o r c e  and e f f e c t  under' t h i s  chap ter  un less  excep ted  t o  

or1 m o d i f i e d  by o th e r  p r o v i s i o n s  o f  t h i s  chapter .

* See. 2. AS I)3.20.023. i s  amended by adding new subsec t ions  t o  read :

( e )  For the  purpose o f  c a l c u l a t i n g  the maximum tax r a t e  on earned 

income as p r o v id ed  f o r  In s e c . 13A8 o f  the I n t e r n a l  Revenue Code (26

U.S.C. s ee .  1 3 *18 ) 1  the rut': .Ls 9.5 per  cent f o r  i n d i v i d u a l s .

( f '  For the purpose o f  c a l c u l a t i n g  he minimum ta:; on tax p r e f e r ­

ences p ro v id ed  f o r  in  s ees .  56-58 o f  the In t e r n a l  Revenue Code (26 

U.S.C.  s e c s .  5 6 -5 8 ) ,  the r a t e  I s  .1.6 pe r  rent f o r  I n d i v i d u a l s  and 18 per  

cent f o r  c o r p o ra t i o n s  o f  the a p p l i c a b l e  minimum f e d e r a l  tax r a t e .

11 Sec. 3. AS *13.20.03) ( b )  ( 2 )  i s  r e p e a l e d  and r e - e n a c t e d  to  read :

( 2 )  pens ions  and an n u i t i e s  r e c e i v e d  from q u a l i f i e d  plans 

approved under s ecs .  A01-A15 o f  the I n t e r n a l  Revenue Code (26 U.S.C.
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s ec s .  ^ O l -^ IS )  as amended;

* Sec.  ^ . AS 4 3 .2 0 .0 3 1 (c )  i s  amended t o  read :

( c )  In  computing the  ta x  under t h i s  chap te r ,  the taxpaye r  i s  not

e n t i t l e d  to  deduct any taxes  based on o r  measured by net  income [FROM 

THE ADJUSTED GROSS INCOME STATE INCOME TAXES].

* Sec .  5. S e c t i o n s  1 and 3 o f  t h i s  Act are  r e t r o a c t i v e  t o  January 1,

1976.

* Sec.  6. S e c t i o n s  2 and 4 o f  t h i s  Act are  r e t r o a c t i v e  t o  January 1, 1975 

and app ly  t o  income earned or  r e c e i v e d  a f t e r  December 31 , 1974.

s Sec . 7. Th is  Act takes  e f f e c t  immediate ly  in  accordance  w i th  AS 0 1 .1 0 . -  

0 7 0 ( c ) .
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BY THE RULES COMMITTEE BY 
IN THE SENATE REQUEST OF *HE GOVERNOR

SENATE BILL NO. 510 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  to  the  A laska Net Income Tax A c t ;  and

p r o v i d in g  f o r  an e f f e c t i v e  d a t e . "

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

# S ec t i o n  1. AS '13 .20 .031(a )  i s  amended by add ing  new paragraphs 

to  read :

( 3 )  the  b e n e f i t s  o f  n o n r e c o g n i t i o n  o f  ga in  on the  sa le  

o r  exchange o f  c e r t a i n  p r o p e r t y  under s e c s .  1031, 1033 and 103'' 

o f  the I n t e r n a l  Revenue Code (26 U.S.C. s ecs .  1031, 1033 and 

103*0 a r e  a l l o w ed  on ly  to  taxpayers  who purchase o r  exchange the 

p r o p e r t y  w i t h in  the  s t a t e .

(*0  the exemption o f  i n t e r e s t  on c e r t a i n  government 

o b l i g a t i o n s  under sec .  103 o f  the I n t e r n a l  Revenue Code (26 

U.S.C. 3ec.  103) s h a l l  be a l low ed  excep t  tha t  the i n t e r e s t  on 

o b l i g a t i o n s  o f  o th e r  s t a t e s  and the  p o l i t i c a l  s u o d i v i s i o n s  o f  

those  o th e r  s t a t e s  are  not exempt from the ta x  imposed by t h i s  

chap te r .

H Sec . 2. AS *4 3. 2 0 .021 (a )  i3  amended t o  read :

( a )  S u b t i t l e  F and cnapter  1 o f  s u b t i t l e  A o f  the 195''

I n t e r n a l  Revenue Code, Pub l i c  La w  83-591, as amended, are  adopted 

by r e f e r e n c e  a3 a par t  o f  t h i s  c h a p t e r , excep t  th a t  those  p r o v i s i o n s  

o f  the I n t e r n a l  Revenue Code adopted a f t e r  December 31. 1975 

which change o r  modify  exemptions from tax  o r  c r e d i t s  a g a in s t  tax  

a re  not adopted  by r e f e r e n c e  as a  par t  o f  t h i s  c h a p t e r . These

Introduced: 1/15/76
Referred: Finance

p o r t i o n s  o f  the  I n t e r n a l  Revenue Code have f u l l  f o r c e  and e f f e c t
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under t h i s  chapter  un less  excep ted  to  o r  m o d i f i e d  by o th e r  p r o v i s i o n s  

o f  t h i s  chapter .

* Sec.  3. AS 43.20.021 i s  amended by adding a new subsec t ion  to  

read :

( e )  For  purposes o f  c a l c u l a t i n g  the  minimum tax  on tax  

p r e f e r e n c e s  under sec .  56 o f  the I n t e r n a l  Revenue Code (26 U.S.C. 

s ec .  5 6 ) ,  the  r a t e  i s  f i v e  p e r  c en t .

* Sec.  4. Th is  Act i s  r e t r o a c t i v e  <o January 1, 1976.

* Sec.  5. Th is  Act takes  e f f e c t  immed ia te ly  in  accordance  w i th  AS



Original sponsor: Rules Committee Offered: *1/19/76
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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. RIO 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  t o  the  A laska Net Income Tax A c t ;  and

p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. AS *J3.20. 0 3 1 (a ) i s  amended by add ing  a new paragraph to  read :

( 3 )  the e x c lu s i o n  from g ross  income o f  i n t e r e s t  on c e r t a i n

government o b l i g a t i o n s  under sec .  103 o f  the  I n t e r n a l  Revenue Code (26 

U.S.C .  s ec .  103) s h a l l  be a l l ow ed  excep t  th a t  the  i n t e r e s t  on o b l i g a t i o n s  

o f  the  D i s t r i c t  o f  Columbia, o th e r  s t a t e s ,  t e r r i t o r i e s ,  and possess ions  

o f  the  United  S t a t e s ,  and the  p o l i t i c a l  s u b d i v i s i o n s  o f  those  o th e r  

s t a t e s ,  t e r r i t o r i e s  and posses s ion s  o f  the  United  S ta t e s  are  not exempt 

from the ta x  imposed by t h i s  chap te r .

* Sec.  2. AS *13.20.021 (a )  i s  amended t o  read :

( a )  S u b t i t l e  F and chap ter  1 o f  s u b t i t l e  A o f  the 195*1 I n t e r n a l

Revenue Code, P u b l i c  Law 83-591, as amended, are  adopted  by r e f e r e n c e  as 

a p a r t  o f  t h i s  c h a p t e r , excep t  tha t  those  p r o v i s i o n s  o f  the In t e r n a l  

Revenue Code adopted  a f t e r  December 31, 1975 which change or  modify  ex ­

emptions from tax  o r  c r e d i t s  a g a in s t  tax  a re  not adopted  by r e f e r e n c e  as 

a p a r t  o f  t h i s  chap te r  u n t i l  the  second January 1 f o l l o w i n g  the e f f e c ­

t i v e  date  o f  the  f e d e r a l  l a w . These p o r t i o n s  o f  the I n t e r n a l  Revenue 

Code have f u l l  f o r c e  and e f f e c t  under t h i s  chap ter  un less  excepted  to  

o r  m o d i f i e d  by o th e r  p r o v i s i o n s  o f  t h i s  chapter .

* Sec.  3. AS *13.20.021 i s  amended by add ing  new subsec t ions  t o  read :

( e )  For the  purpose o f  c a l c u l a t i n g  the  maximum tax  r a t e  on earned

income as p ro v id ed  f o r  in  sec .  13**8 o f  the I n t e r n a l  Revenue Code (26

- 1 -  CSSB 510
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U.S.C .  s ec .  13**8), the r a t e  i s  9-5 per  cent  f o r  i n d i v i d u a l s .

( f )  For  the  purpose o f  c a l c u l a t i n g  the  minimum ta x  on ta x  p r e f e r ­

ences p ro v id ed  f o r  in  s ecs .  56-58 o f  the  I n t e r n a l  Revenue Code (26 

U.S.C .  s ecs .  56 -5 8 ) ,  the  r a t e  i s  16 per  cent f o r  i n d i v i d u a l s  and 18 per  

c en t  f o r  c o r p o r a t i o n s  o f  the a p p l i c a b l e  minimum f e d e r a l  ta x  r a t e .

* Sec .  *1. AS *13.20.031 ( b ) ( 2 )  i s  r e p e a l e d  and r e - e n a c t e d  t o  read :

( 2 )  pens ions and a n n u i t i e s  r e c e i v e d  from q u a l i f i e d  plans

approved under s e c s .  *I01-*J15 o f  the I n t e r n a l  Revenue Code (26 U.S.C. 

s e c s .  *401—*415) as amended;

* Sec .  5* AS * l3 .20 .031 (c )  i s  amended t o  read :

( c )  In  computing the tax  under t h i s  ch a p te r ,  the ta x pa ye r  i s  not

e n t i t l e d  t o  deduct any taxes  based on o r  measured by net income [FROM 

THE ADJUSTED GROSS INCOME STATE INCOME TAXES].

* Sec .  6. S e c t i o n s  1, 2 and *! o f  t h i s  Act a re  r e t r o a c t i v e  to  January 3, 

1976.

K Sec .  7. S ec t ion s  3 and 5 o f  t h i s  Act a r e  r e t r o a c t i v e  to  January i ,  1975 

and app ly  t o  income earned o r  r e c e i v e d  a f t e r  December 3.L, 197*1.

* Sec .  8. Th is  Act takes  e f f e c t  immed ia te ly  in  accordance w i th  AS 0 1 .1 0 . -  

0 7 0 ( c ) .

CSSB 510 - 2 -



' M E M O R A N D U M  S t a t e  o f  A l a s k a

DATE: April 7, 1976

FILE NO:

TELEPHONE NO:

subject: Proposed Amended SB 510

I n  r e s p o n s e  t o  y o u r  r e q u e s t ,  a t t a c h e d  i s  a s c h e d u l e  o f  t h e  a m o u n t  o f  t a x  b i l l e d  f o r . 1 9 7 2 ,  1 9 7 3  a n d  1 9 7 A b e c a u s e  o f  o u r  d i s a l l o w a n c e  o f  t h e  m a x i m u m  t a x  r a t e .  A s  y o u  c a n  s e e  t h e  t o t a l  t a x  b i l l e d  w a s  $ 2 5 2 , 5 0 0  p l u s  i n t e r e s t  o f  $ 2 6 , 5 0 0 .  i f  S e c t i o n  o f  t h e  p r o p o s e d  a m e n d m e n t  t o  S B 510 w e r e  e n a c t e d ,  t h e n  t h i s  a m o u n t  o f  t a x  w o u l d  h a v e  t o  b e  r e f u n d e d .
I w o u l d  s u g g e s t  a  f u r t h e r  c h a n g e  i n  t h e  b i l l  i n  l i g h t  o f  t h e  c o m m i t t e e ' s  e x p r e s s e d  c o n c e r n  o f  k e e p i n g  o u r  r a t e s ,  w h e n e v e r  p o s s i b l e ,  a t  a  c o n s i s t e n t  p e r c e n t a g e  o f  t h e  f e d e r a l .  I s u g g e s t  S e c t i o n  3 ( f )  b e  m o d i f i e d  t o  r e a d  " t h e  r a t e  i s  1 6  p e r c e n t  f o r  i n d i v i d u a l  a n d  1 8  p e r c e n t  f o r  c o r p o r a t i o n s  o f  t h e  c u r r e n t  f e d e r a l  m i n i m u m  t a x  r a t e . "  T h i s  w a y  i f  C o n g r e s s  r a i s e s  t h e  f e d e r a l  m i n i mu m  t a x  r a t e ,  o u r  r a t e  w o u l d  a u t o m a t : c a 1 l y  f o l l o w  a l o n g  w i t h  t h a t  c h a n g e .

TO: S e n a t e  F i n a n c e  C o m m i t t e e  A l a s k a  S t a t e  L e g i s l a t u r e  S t a t e  C a p i  t o l  Bu i I d  i n g
from: G a r y  L .  J e n k  Di  r e c t o r  A u d i t  D i v i s
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M E M O R A N D U M
T0 S e n a t o r  B i l l  R a yC h a i r m a n ,  H o u s e  F i n a n c e  C o m m i t t e e  S t a t e  o f  A l a s k a

FILE NO: 

TELEPHONE NO:

FROM: G a r y  L .  J e n  D i r e c t o r  A u d i t  D i v i s SUBJECT:
Re ‘ 1i t i o nt o

D u r i n g  a r e c e n t  h e a r i n g  o n  SB 5 1 0 ,  I r e q u e s t e d  t h e  c o m m i t t e e  t o  c o n s i d e r  i n c l u d i n g  in  t h e  b i l l  a s  a n  a d d i t i o n a l  s e c t i o n ,  a n  a m e n d m e n t  t o  A S  ^ 3 . 2 0  w h i c h  w o u l d  c l a r i f y  a w o r d i n g  e r r o r  i n  HB 2 1 2  w h i c h  w a s  e n a c t e d  l a s t  y e a r .  T h e  r e q u e s t e d  c h a n g e  t h a t  I g a v e  t o  t h e  c o m m i t t e e  w a s  i n  a v e r y  p o o r  f o r m a t ,  f o r  w h i c h  I a p o l o g i z e .  T h e  d r a f t  l a n g u a g e  s h o u l d  h a v e  r e a d :
* S e c .  *1 A S  ^ 3 -  2 0 . 0 3 1 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  I n  c o m p u t i n g  t h e  t a x  u n d e r  t h i s  c h a p t e r ,  t h e  t a x p a y e r  i s  n o t  e n t i t l e d  t o  d e d u c t  [FROM THE A D J U S T E D  G R O S S  INCOME S T A T E  INCOME T A X E S ]  a n y t a x e s  b a s e d  on  o r  m e a s u r e d  b y n e t  i n c o m e .
I f  p o s s i b l e ,  i t  w o u l d  b e  a d v a n t a g e o u s  t o  h a v e  t h e  a b o v e  a m e n d m e n t  e f f e c t i v e  J a n u a r y  1 ,  1 S 7 5  s o  a s  t o  p r e c l u d e  a n y  c o n f u s i o n  o n  t h e  p a r t  o f  t a x p a y e r s  a s  t o  w h e t h e r  t h i s  i s  a c h a n g e  i n  t h e  l a w  w h i c h  w o u l d  b e  i n t e r p r e t e d  d i f f e r e n t l y  t h a n  t h e  c u r r e n t  l a n g u a g e .  O u r  i n t e r p r e t a t i o n  w i l l  b e  t h e  s a m e ,  t h e  a m e n d m e n t  i s  m e r e l y  t o  c l a r i f y  t h e  l a n g u a g e ,  p r i m a r i l y  f o r  m u l t i - s t a t e  t a x p a y e r s .
I f  y o u h a v e  a n y  f u r t h e r  q u e s t i o n s  r e g a r d i n g  t h i s  a m e n d m e n t  o r  HB 5 1 0 ,  f e e l  f r e e  t o  c o n t a c t  m e .

G L J : l c
c c :  R .  D .  S t e v e n s o nF r e d e r i c k  P .  B o e t s c h

s
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T h e  H o n o r a b l e  C h a n c y  C r o f t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  P r e s i d e n t :

I n  a c c o r d a n c e  w i t h  A S  2 4 . 3 0 . 0 6 0 ( b )  a n d  t h e  U n i f o r m  R u l e s  
o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,  I a m  t r a n s m i t t i n g  a  b i l l  

r e l a t i n g  t o  t h e  A l a s k a  i n c o m e  t a x .

T h e  b i l l ,  i n  s e c t i o n  1, w o u l d  a m e n d  c u r r e n t  r u l e s  r e g a r d i n g  

n o n r e c o g n i t i o n  o f  g a i n s  o n  c e r t a i n  s a l e s  a n d  e x c h a n g e s .
F o r  A l a s k a  i n c o m e  t a x  p u r p o s e s ,  a n  i n d i v i d u a l  i s  a l l o w e d ,  
t h r o u g h  t h e  i n c o r p o r a t i o n  o f  s e c .  1 0 3 4  o f  t h e  I n t e r n a l  
R e v e n u e  C o d e ,  to d e f e r  t h e  g a i n  o n  t h e  s a l e  o f  a p r i n c i p a l  
r e s i d e n c e  i f  t h e  t a x p a y e r  p u r c h a s e s  a  n e w  r e s i d e n c e  a t  a 
p r i c e  w h i c h  e x c e e d s  t h e  s a l e s  p r i c e  o f  t h e  o l d  r e s i d e n c e .

T h e  a m o u n t  o f  t h e  g a i n  d e f e r r e d  r e s u l t s  i n  a d o w n w a r d  
a d j u s t m e n t  o f  t h e  b a s i s  o f  t h e  n e w  r e s i d e n c e  a n d  t h e  g a i n  

w i l l  u l t i m a t e l y  b e  t a x a b l e  w h e n  t h e  n e w  r e s i d e n c e  i s  s o l d  

i n  t h e  f u t u r e .  If a t a x p a y e r  m o v e s  o u t  o f  t h e  s t a t e  a n d  
d e f e r s  t h e  g a i n  o n  t h e  s a l e  o f  h i s  r e s i d e n c e  i n  A l a s k a ,  it 

i s  u n l i k e l y  t h a t  h e  w i l l  s u b s e q u e n t l y  r e p o r t  t h e  d e f e r r e d  
g a i n  a t  s o m e  t i m e  i n  t h e  f u t u r e  w h e n  h e  s e l l s  t h e  n e w  

r e s i d e n c e  o u t s i d e  t h e  S t a t e .  T h e r e f o r e ,  t h e  b i l l  w h i c h  I a m  
s u b m i t t i n g  w i l l  l i m i t  t h e  d e f e r r a l  o f  g a i n s  t o  s i t u a t i o n s  

w h e r e  a  n e w  r e s i d e n c e  i s  p u r c h a s e d  w i t h i n  t h e  S t a t e .

A l s o  f o r  A l a s k a  i n c o m e  t a x  p u r p o s e s ,  a t a x p a y e r  is, t h r o u g h  
t h e  i n c o r p o r a t i o n  o f  sec. 1 0 3 1  o f  t h e  I n t e r n a l  R e v e n u e . C o d e , 
a b l e  t o  d e f e r  t h e  g a i n  o n  t h e  e x c h a n g e  o f  p r o p e r t y  h e l d  f o r  
u s e  i n  a t r a d e  o r  b u s i n e s s  o r  f o r  i n v e s t m e n t  i f  t h e  p r o p e r t y  
i s  e x c h a n g e d  f o r  p r o p e r t y  o f  a  l i k e  k i n d .  In a d d i t i o n ,  a 
t a x p a y e r  m a y ,  t h r o u g h  t h e  i n c o r p o r a t i o n  o f  s e c .  1 0 3 3  o f  
t h e  I n t e r n a l  R e v e n u e  C o d e ,  d e f e r  t h e  g a i n  o n  p r o p e r t y  w h i c h  
i s  i n v o l u n t a r i l y  c o n v e r t e d  i n t o  o t h e r  p r o p e r t y  s i m i l a r  i n  

u s e  b e c a u s e  o f  t h e f t  o r  c o n d e m n a t i o n .  In b o t h  s i t u a t i o n s  
t h e  d e f e r r a l  o f  t h e  g a i n  r e s u l t s  i n  a n  a d j u s t m e n t  i n  t h e  
b a s i s  o f  t h e  n e w  p r o p e r t y  a c q u i r e d  a n d  t h e  g a i n  m a y  u l t i ­
m a t e l y  b e  t a x a b l e  w h e n  t h e  n e w  p r o p e r t y  i s  s o l d  in t h e  
f u t u r e .  If t h e  n e w  p r o p e r t y  a c q u i r e d  is o u t s i d e  t h e  S t a t e  
i t  i s  a g a i n  u n l i k e l y  t h a t  t h e  t a x p a y e r  w i l l  s u b s e q u e n t l y  
r e p o r t  t h e  g a i n  to A l a s k a  w h e n  h e  s e l l s  t h e  p r o p e r t y  o u t s i d e  
t h e  S t a t e .  A c c o r d i n g l y ,  t h i s  b i l l  w i l l  r e m e d y  t h e  e n f o r c e ­

m e n t  p r o b l e m  o n  the r e p o r t i n g  o f  g a i n s  i n  t h e s e  s i t u a t i o n s .



T h e  b i l l  a l s o  l i m i t s  t h e  t a x  e x e m p t i o n  f o r  i n t e r e s t  o n  
g o v e r n m e n t  o b l i g a t i o n s  t o  o n l y  t h o s e  o b l i g a t i o n s  o f  t h e  
S t a t e  a n d  t h e  p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  S t a t e .  T h i s  
c h a n g e  w o u l d  s t i l l  r e t a i n  t h e  a d d e d  S t a t e  t a x  i n c e n t i v e  
f o r  i n v e s t m e n t  i n  b o n d s  o f  t h e  S t a t e  a n d  m u n i c i p a l i t i e s  

o f  t h i s  S t a t e  w i t h o u t  s u b s i d i z i n g  t h e  i n v e s t m e n t  i n  b o n d s  
o f  o t h e r  s t a t e s  a n d  t h e  m u n i c i p a l i t i e s  o f  o t h e r  s t a t e s .  
T h e r e  a p p e a r s  t o  b e  n o  r e a s o n  t o  p r o v i d e  a  S t a t e  t a x  i n ­

c e n t i v e  f o r  i n v e s t m e n t  i n  t h e  b o n d s  o f  o t h e r  s t a t e s  a n d  
m u n i c i p a l i t i e s  o f  o t h e r  s t a t e s .

S e c t i o n  2 o f  t h e  b i l l  a m e n d s  A S  4 3 . 2 0 . 0 2 1  w h i c h  c u r r e n t l y  
i n c o r p o r a t e s  t h e  p r o v i s i o n s  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  
i n t o  A S  4 3 . 2 0  a u t o m a t i c a l l y .  T h e  b i l l  p r o v i d e s  t h a t  t h e  
l e g i s l a t u r e  w o u l d  h a v e  t o  s p e c i f i c a l l y  a p p r o v e  c h a n g e s  
i n  f e d e r a l  t a x  e x e m p t i o n s  a n d  c r e d i t s  b e f o r e  t h e y  w o u l d  
b e c o m e  e f f e c t i v e  f o r  A l a s k a  i n c o m e  t a x  p u r p o s e s .  I t  is 
i m p o r t a n t  t h a t  c h a n g e s  i n  t h e  f e d e r a l  i n c o m e  t a x  s t r u c t u r e  

w h i c h  h a v e  m a j o r  S t a t e  r e v e n u e  i m p a c t  l i k e  t a x  e x e m p t i o n s  
a n d  c r e d i t s  b e  e v a l u a t e d  b y  t h e  l e g i s l a t u r e  b e f o r e  t h e y  
a r e  m a d e  a p p l i c a b l e  i n  o u r  S t a t e  t a x  s y s t e m .

I n  a d d i t i o n ,  s e c t i o n  3 o f  t h e  b i l l  s e t s  a  s p e c i f i c  S t a t e  

t a x  r a t e  f o r  t h e  f e d e r a l  m i n i m u m  t a x  o n  t a x  p r e f e r e n c e s .  
P r e s e n t l y ,  t h e  S t a t e  i n c o r p o r a t e s  t h e  f u l l  f e d e r a l  t a x  

r a t e  o f  10 p e r  c e n t  o n  t a x  p r e f e r e n c e  i t e m s  w i t h o u t  a n y  
a d j u s t m e n t .  T h a  b i l l  w o u l d  s e t  a s p e c i f i c  r a t e  f o r  /.'! a ska 
i n c o m e  t a x  p u r p o s e s  c o m p a r a b l e  t o  t h a t  o f  o t h e r  s t a t e s .

S i n c e r e l y ,

J a y  S. H a m m o n d  
G o v e r n o r
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I. R E Q U E S T
B i l l  No. Senate B i l l  No. 510
T i t l e :  Alaska Net Income Tax Act
R o c u o 5 teci  b y :  Senate Finance Committee D a t e :  1/16/76
R e t u r n  D a t e  R e q u e s t e d :  1/21/76 ~___________________
A g e n c y : Revenue____________________________ P r o g r a m : Audit_________

II. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d : ____________

A. E X P E N D I T U R E S :  ( T h o u s a n d s  o f  d o l l a r s )

O B J E C T F Y  76 FY 77 F Y  78 F Y  79 F Y  80 F Y  81
1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
300 C O N T R A C T U A L
^100 C O M M O D I T I E S
•300 E Q U I P M E N T
6 0 0  L A N D  & S T R U C T U R E S
7 0 0  G R A N T S ,  C L A I M S ,  ETC.

T O T A L None None None None None None

B. F U N D I N G :  ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R

C. P O S I T I O N S :

P E R M A N E N T / T E M P O R A R Y ; / / / / 1 / /

M A N  M O N T H S  ( P ./T.) I / 7 / / I / /

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III)

IV. A T T A C H M E N T S

See memorandum dated January 12, 1976 from F r e d e r i c k  P. Boetsch, 
Deputy Commissioner to S t e r l i n g  Ga l lagher ,  Commissioner o f  Revenue.

V. DATE: 1/26/76 P R E P A R E D  BY:
/"FREDERICK P. BOETSCH

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  Deputy Commissioner

cc: B u d g e t  a n d  M a n a g e m e n t
P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )
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M E M O R A N D U M S t a t e  o f  A l a s k a

t o : S t e r l i n g  G a l l a g h e r
C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

FROM: F r e d e r i c k  P. Boetscj}/'-'^
D e p u t y  C o m m i s s i o n e r ,  T a x a t i o n  

D e p a r t m e n t  o f  R e v e n u e

DATE: 

FILE NO: 

TELEPHONE NO: 

SUBJECT:

J a n u a r y  1 2 ,  1 9 7 6

O m n i b u s  I n c o m e  T a x  B i l l

T h i s  b i l l  p r o v i d e s  f o r  s e v e r a l  - c h a n g e s  t o  t h e  A l a s k a  N e t  I n c o m e  
T a x  (AS 4 3 . 2 0 ) ,  n o n e  o f  w h i c h  r e q u i r e s  a n y  a d d i t i o n a l  o p e r a t i n g  

e x p e n d i t u r e s .  H o w e v e r ,  s o m e  o f  t h e s e  p r o v i s i o n s  d o  h a v e  a  
m o d e s t  e f f e c t  o n  t r e a s u r y .  S o m e  e f f e c t s  a r e  p o s i t i v e ,  o t h e r s  

ar,e n e g a t i v e  w i t h  t h e  n e t  e f f e c t  b e i n g ,  p e r h a p s ,  a s l i g h t  g a i n .

H o w e v e r , it s h o u l d  b e  s t r e s s e d  t h a t  t h e  p u r p o s e  o f  t h e  b i l l  is 

m o r e  t o  p r o m o t e  e q u i t y ,  p r o v i d e  f o r  g r e a t e r  c o n t r o l  o v e r  w h a t  

g o e s  i n t o  t h e  t a x  b a s e  a n d  encoux"'age m o r’e i n v e s t m e n t  i n  A l a s k a  

r a t h e r  t h a n  t o  i n c r e a s e  r e v e n u e s .

cc: G a r’y J e n k i n s ,  D i r e c t o r

A u d i t  D i v i s i o n



,  M E M O R A N D U M S t a t e  o f  A l a s k a

TO: R. D. Stevenson 

Special Assistant

f r o m : Gary L. Jenklgs 

Di rector 

Audit Divisi

DATE: April 22, 1976

FILE NO:

TELEPHONE NO:

subject: ( CS for Senate Bill 510 am

The Committee Substitute for Senate Bill 510 amended deleted some of the 

provisions and added some additional provisions to the original bill. The 

provisions of the original bill which are retained have been explained in 

previous correspondence and the explanations will not be repeateu.

Section 1 of the bill has had some minor wording changes however, 

these have not changed the original thrust of the provisions proposed.

Section 2(e) provides for a maximum tax rate of 9.5 percent for individual 

Income tax payers. This is a new provision in the bill, the intent of which 

Is to establish a maximum tax rate which an individual will pay on earned income 

This Is predicated on the maximum tax rate which is provided for in the 

Internal Revenue Code. The fiscal effect of this provision would be the loss 

of revenue in FY 76 of an estimated $150,000. This revenue loss would increase 

at the rate of 20 percent per year in the future.

Section 2(f) of the bill has been modified to decrease the minimum tax rate 

from the flat rate of 5 percent as proposed, to 1.6 percent for individuals 

and 1.8 percent for corporations. Our original proposal was made due to 

the fact that the minimum tax, taxes income which is normally never subject 

to tax. Since individuals having this kind of income are usually in the 

higher tax brackets (i.e.) 9*53 for individuals or are corporations which 

pay a tax at the rate of ^.*4%, we felt the rate of approximately 50 percent 

of their basic rate was not necessarily unfair. Reduction of the rate from 

5 percent to the 1.6 and 1.8 percentage rates could result in a loss of revenue 

in the amount of at least $500,000 per year and potentially as much as one 

million dollars per year. It must be remembered that 90-95 percent of the 

taxpayers impacted by the minimum tax on preference items are corporations.

Section 3 of the bill originally came out as SB ^97 but has been incorporated 

Into this bill since it also is related to income taxes. I believe our 

previous correspondence on SB ^97 fully explains the justification for this 

provi s 1 on.

Section A of the bill was added at the request of the administration 

to correct a technical error in the language of the income tax law. This law 
was a part of the House Bill 212 which was enacted by the 1975 Legislature.
This section merely clarifies the error in the language and has no fiscal impact

There will be no additional cost of administration of the above changes to 

to the original bill.



A M E N D M E N T  ^  Z—

O f f e r e d  in t h e  H O U S E : B y : / V l ^ K l M N o M

T o :

Pa g e : 2 -

C - S  H O U S E  B I L L  No. _______________________

S E N A T E  B I L L  No. S / Q  a  'M  
  L i n e :

.1 f l S & Y )  n 2 u ,  S a o - T i O M  5 -

* S e c t i o n ^  AS ^ 3 . 2 0 . 0 3 1 (a )  I s  amended by add ing  new paragraphs

to  r e a d ;

( 3 )  th e  b e n e f i t s  o f  n c n r e c o g n i t i o n  o f  Rain oh the  s a l e

o r  exchange o f  c e r t a i n  p r o p e r t y  under s e c s .  1031, 10 33  and 1 0 3 ') 

o f  the  I n t e r n a l  Revenue Code (26 U .S .C .  s e c 3 . 1031, 1033 ai . i

p r o p e r t y  w i t h i n  th e  s t a t e .

( ' ) )  th e  exempt ion  o f  i n t e r e s t  on c e r t a i n  government 

o b l i g a t i o n s  under s e c .  103 o f  the I n t e r n a l  Revenue Code (26 

U .S .C .  s e c .  303) s h a l l  be a l l o w e d  e x c ep t  th a t  the  i n t e r e s t  on 

o b l i g a t i o n s  o f  o t h e r  s t a t e s  and the  p o l i t i c a l  s u b d i v i s i o n s  o f  

th o s e  o t h e r  s t a t e s  a r e  not  exempt from the  ta x  imposed by t h i s  

c h a p t e r .

s e c T i o A t s

t  t j a l i i  S C C T I O A , '  55 T O

103' ) )  a r e  a l l o w e d  o n ly  t o  t a x p a ye r s  who purchase  o r  exchange  the
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