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

S E N A T E

5 / 6 / 7 5

M r . P r e s i d e n t :  Date _______ x j .J 3 .l 3 .S '

The Commi t t ee  on FINAHCi/. has had
la'cIn*; to s h e  A l a s k a  net I n c o m e  tax R e d u c t i o n s  a n d  c r e d i t s

unde r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  the members o f  t he  Commi t t ee

( ) recommends i t  DO PASS

( ) recommends i t  DO NOT PASS

( ) recommends i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends i t  BE REPLACED WITH CS FOR __________________________  AND THAT

CS FOR   DO PASS

( ) "and" recommends i t  BE REFERRED TO THE ________________________________________

COMM ITTEE - *

(''•') r e p o r t s  i t  back  WITHOUT RECOMMENDATION^
/•

( ) " o t h e r "

Members s i g n i n g  t he  M a j  o r i t y r e p o r t :

/

—

Members NOT c o n c u r r i n g  i n the M a j o r i t y  r e p o r t :
j jf- > •'

'- ______________ _________________ recommends :

_____________________  r ecommends :

_____________________  r ecommends :

_________________ r e c o m m e n d s :

r e c o m m e n d  s :



JAY S. H A M M O N D ,  Covernor

POUCH S-IUHEAU 99801

M a y  6, 1975

Dear Senator Ray:

re Committee Substitute for House Bill No. 208 (Finance) in —— ••    ^

Committee Substitute for House Bill No. 208 (Finance), an Act relating to tire 

Alaska net income tax deductions and credits was introduced in the Senate 

on April 9, 1975 and was referred to tin Senate C o m m e r c e  and Finance 

Committees.

For the consideration of the Senate Finance Committee, I am  enclosing a 

copy oi a m e m o r a n d u m  from Frederick Boelseh, Deputy Commissioner dated 

M a y  5, 1975 which indicates the need for the remedial ljgislation in light of 

recent Federal changes in the Federal Tax Reduction Act of 1975 and discloses 

effect on the State Treasury for the fiscal years 197(1-80.

If you or any m e m b e r s  of the Senate Finance Committee have any questions 

on the material submitted, please telephone the writer at 465-2397 and 1 will 

contact Mr. Bcetsch for further material or testimony .

Very truly yours,

R . D . Stevenson 

Special Assistant

Enelosur.

cc: Frederick Boetsch 

Deputy Commissioner 

Department of Revenue
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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 -

F R O M ;

R .  D .  S t e v e n s o n  

S p e c i a l  A s s i s t a n t  

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

C S H B  2 0 8  ( F i n a n c e )

I  h a v e  r e v i e w e d  t h e  H o u s e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  f o r  H B  2 0 8  f o r  

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

a m e n d m e n t s  a n d  t o  e s t i m a t e  t h e  e f f e c t  o n  T r e a s u r y .

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

q u a l i f i e s  f o r  i n v e s t m e n t  c r e d i t  f r o m  $ 1 0 0 , 0 0 0  t o  $ 5 0 0 , 0 0 0  p e r  y e a r  a n d  

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

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

f o r  a l l  t a x p a y e r s  e x c e p t  t h o s e  e n g a g e d  i n  t h e  e x p o r t a t i o n  o f  n o n - r e n e w a b l e  

r e s o u r c e s .

P a r a g r a p h s  ( e ) ,  ( f ) ,  ( g )  a n d  ( h )  a r e  a m e n d m e n t s  r e c o m m e n d e d  b y  t h e  

A d m i n i s t r a t i o n  a s  a  r e s p o n s e  t o  t h e  F e d e r a l  T a x  R e d u c t i o n  A c t  o f  1 9 7 5 .  

T h e s e  a m e n d m e n t s  w e r e  r e c o m m e n d e d  t o  t h e  F i n a n c e  C o m m i t t e e  b e c a u s e  

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

t i m e  w h e n  i t  c a n n o t  b e  a f f o r d e d .  A l s o ,  s o m e  b a s i c  p o l i c y  c o n s i d e r a t i o n  

a n d  d e c i s i o n s  m a d e  b y  C o n g r e s s  e i t h e r  d o  n o t  a p p l y  t o  A l a s k a  o r  c a n n o t  

b e  a d m i n i s t e r e d  e q u i t a b l y  i n  A l a s k a .

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

F e d e r a l  G o v e r n m e n t  t o  t a x p a y e r s  b a r-e d  o n  t h e  1 9 7 4  a d j u s t e d  g r o s s  i n c o m e .  

W h i l e  i t  c o u l d  b e  a r g u e d  t h a t  t h i s  p r o v i s i o n  o f  t h e  F e d e r a l  A c t  d o e s  n o t  

a p p l y  t o  A l a s k a ,  w e  w o u l d  p r e f e r  t o  h a v e  o n  e x p r e s s i o n  f r o m  t h e  

L e g i s l a t u r e  o n  t h i s  m a t t e r ,  s i n c e  t h e  a m o u n t  o f  m o n e y  i n v o l v e d  i s  i n  

e x c e s s  o f  $ 2 5  m i l l i o n .  S e c t i o n  ( e )  w o u l d  s p e c i f i c a l l y  e x c l u d e  f r o m  A l a s k a  

S t a t u t e s  a n y  p o s s i b i l i t y  t h a t  t h a t  s p e c i a l  r e f u n d  w o u l d  a p p l y  u n d e r  t h e  

A l a s k a  I n c o m e  T a x .

S e c t i o n  ( f )  e l i m i n a t e s  t h e  s p e c i a l  $ 3 0  c r e d i l  f o r  e a c h  e x e m p t i o n  w h i c h  a t  

A l a s k a  r a t e s  w o u l d  a m o u n t  o f  $ 4 . 8 0  f o r  e a c h  e x e m p t i o n  c l a i m e d  o n  A l a s k a  

t a x  r e t u r n s .  I n  a d d i t i o n  t o  c o s t i n g  t h e  S t a t e  m o r e  t h a n  $ 1 . 5  m i l l i o n ,  t h i s  

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

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

F e d e r a l  C o d e  t o  r e q u i r e  p r o r a t i o n  o f  t h i s  c r e d i t  a  n o n r e s i d e n t  c o u l d  c l a i m  

t h e  c r e d i t  f o r  a l l  h i s  e x e m p t i o n s  o n  h i s  A l a s k a  i n c o m e  l a x  r e t u r n .

T E L E P H O N E  N O :

F r e d e r i c k  P .  B o e t s c h  Y  ̂  s u b j e c t :

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

d a t e :  M a y  5 ,  1 9 7 5

FILE NO:



R .  D .  S t e v e n s o n - 2 - M n y  5 ,  1 9 7 5

S i m i l a r l y  t h e  s o  c a l l e d  n e g a t i v e  i n c o m e  t a x  w h i c h  w a s  e n a c t e d  a t  t h e  F e d e r a l  

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

0  a n d  $ 8 , 0 0 0  a  y e a r  r e g a r d l e s s  o f  w h e t h e r  t h e y  p a y  a  t a x  o r  n o t  c r e a t e s  

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

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

a n  i n d i v i d u a l  e a r n i n g ,  f o r  e x a m p l e ,  $ 4 , 0 0 0  i n  t h e  S t a t e  a t  a  s e a s o n a l  j o b  

w o u l d  n o t  h a v e  t o  p a y  a n y  S t a t e  i n c o m e  t a x  b u t  t h e  S t a t e  w o u l d  b e  r e q u i r e d  

t o  r e b a t e  h i m  $ 6 4 . 0 0 .  T h e  t o t a l  c o s t s  o f  t h i s  p r o v i s i o n  w o u l d  b e  a p p r o x i ­

m a t e l y  $ 2  m i l l i o n .

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

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

m o v e  s o m e  o f  t h e  h o u s i n g  i n v e n t o r y  i n  t h e  l o w e r  4 8  o f f  o f  t h e  m a r k e t  a n d  

s t i m u l a t e  t h e  h o u s i n g  i n d u s t r y .  I t  i s  v e r y  d o u b t f u l  t h a t  w e  n e e d  t o  s t i m u l a t e  

t h e  h o u s i n g  i n d u s t r y  i n  A l a s k a ,  s i n c e  w e  a l r e a d y  h a v e  a  v e r y  l i g h t  h o u s i n g  

m a r k e t  a n d  s u f f i c i e n t  s t i m u l u s  e x i s t s  f o r  b u i l d e r s  t o  c o n t i n u e  t o  b u i l d .  A l s o ,  

A l a s k a n s  w h o  p u r c h a s e  a  n e w  h o u s e  t h a t  m e e t s  t h e  c o n d i t i o n s  o f  t h e  F e d e r a l  

A c t  w i l l  s t i l l  g e t  t h e  $ 2 , 0 0 0  F e d e r a l  c r e d i t .  W h a t  w e  p r o p o s e  t o  e l i m i n a t e  

h e r e  i s  t h e  a d d i t i o n a l  $ 3 2 0 . 0 0  p e r  h o u s e  t h a t  w o u l d  h a v e  t o  b e  p a i d  o u t  o f  

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

$ 1 . 5  t o  $ 2  m i l l i o n .

S o m e  o f  t h e  o t h e r  c h a n g e s  i n  t h e  F e d e r a l  A c t  w o u l d  a l t e r  p r o j e c t i o n s  o n  

t h e  o r i g i n a l  H o u s e  B i l l  2 0 8  p a r t i c u l a r l y  w i t h  r e s p e c t  t o  t h e  l i m i t a t i o n  o n  

t h e  i n v e s t m e n t  c r e d i t  a n d  t h e  e l i m i n a t i o n  o f  t h e  p e r c e n t a g e  d e p l e t i o n  a l l o w ­

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

o f  t h e  F e d e r a l  A c t ,  w e  a r e  u n a b l e  t o  z e r o  o n  t h e  a c t u a l  a f f e c t  o f  t h e  

e l i m i n a t i o n  o f  t h e  p e r c e n t a g e  d e p l e t i o n .  H o w e v e r ,  I  t h i n k  w e  c a n  a s s u m e  

t h a t  f o r  t h o  m o s t  p a r t  t h e  b e n e f i t s  i n i t i a l l y  e s t i m a t e d  i n  H o u s e  B i l l  2 0 8  w i l l  

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

l a r g e l y  b e e n  e l i m i n a t e d  b y  F e d e r a l  l a w .  I n v e s t m e n t  c r e d i t  a f f e c t  o n  t h e  o t h e r  

h a n d  w i l l  b e  i n c r e a s e d  f r o m  o u r  o r i g i n a l  e s t i m a t e s  o n  H o u s e  B i l l  2 0 8  b e c a u s e  

t h e  i n v e s t m e n t  c r e d i t  h a s  b e e n  i n c r e a s e d  f r o m  7  t o  1 0  p e r c e n t .  T h e  t a b l e  

a t t a c h e d  i l l u s t r a t e s  o u r  e s t i m a t e s  o f  t h e  r e v e n u e  e f f e c t  o f  C S I I B  2 0 8  t a k i n g  

i n t o  c o n s i d e r a t i o n  t h e  e f f e c t s  o n  t h e s e  p r o v i s i o n s  o f  t h e  F e d e r a l  T a x  R e d u c t i o n  

A c t  o f  1 9 7 5 .

A t t a c h m e n t



CS for HOUSE BILL 208 (FINANCE) 

P O T E N T I A L  R E V E N U E  EFFECTS 

($000 Omitted)

P r o v i s i o n

E l i m i n a t i o n  of F o r e g i n  

Ta x  Credit

L i m i t a t i o n  on Investment 

C redit

1974 Special Refund

P e r s o n a l  Exem p t i o n  

Credit

N e g a t i v e  Income Tax 

R e b a t e

N e w  House Credit

To t a l  Potential 

R e v e n u e  Effect

FT To F Y  77 FY 78 F Y  79 F Y  ' 80

917 1,001 1,433 1,825 1,889

3,364

25,000

1,700

1,600

1,600

3,062 9,173

-0- -0-

-0-

-0-

-0-

-0-

-0-

-0-

6,000

-0-

-0-

-0-

-0-

6,171

-0-

-0-

-0-

-0-

$34,381 $ 4,063 $10,606 $7,825 $8,060



02-001D

.STATE 
of A L ASKA

I i .  D .  S t e v e n s o n  

S p e c i a l  A s s i s t a n t  

D e p a r t m e n t  o f  R e v e n u e D A T E M a r c h  1 0 ,  1 9 7 5

F R O M :
x r e d e r i c k  P . B o c t s c h

S U B J E C T :
H B  2 0 8

D e p u t y  C o m m i s s i o n e r  f o 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

I  h a v e  r e v i e w e d  I i B  2 0 8  w h i c h  e l i m i n a t e s  F o r e i g n  T a x  c r e d i t s  f r o m  r e f e r e n c e  i n  

t h e  A l a s k a  N e t  I n c o m e  T a x  A c t ,  l i m i t s  t h e  a p p l i c a t i o n  o f  I n v e s t m e n t  C r e d i t  t o  

$ 1 0 0 , 0 0 0  o f  e q u i p m e n t  p u r c h a s e d  a n d  p l a c e d  i n  u s e  e a c h  y e a r ,  d e l e t e s  t h e  t a x  

s h e l t e r  p r o v i d e d  f o r  D o m e s t i c  I n t e r n a t i o n a l  S a l e s  C o r p o r a t i o n s ,  a n d  e l i m i n a t e s  

p e r c e n t a g e  d e p l e t i o n  a s  a  d e d u c t i o n  f o r  i n c o m e  t a x  p u r p o s e s .

T h e  F o r e i g n  T a x  C r e d i t  i s  a l l o w e d  b y  t h o  F e d e r a l  G o v e r n m e n t  t o  o f f s e t  

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

G o v e r n m e n t  t a x e s  w o r l d - w i d e  i n c o m e  o f  d o m e s t i c  c o r p o r a t i o n s .  H o w e v e r ,  w h e n  

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

o f  s t o l e  t a x e s .  A n y  c o r p o r a t i o n  w h i c h  r e p o r t s  t o  u s  o n  a  w o r l d - w i d e  b a s i s  

a p p o r t i o n s  i t s  i n c o m e  t o  A l a s k a  u s i n g  t h e  t h r e e  f a c t o r  f o r m u l a  ( S a l e s ,  P r o p e r t y ,  

a n d  P a y r o l l ) . T h i s  m e a n s  t h a t  A l a s k a  g e t s  a  s h a r e  o f  t h e  i n c o m e  r e l a t e d  t o  t h e  c o r p o ­

r a t i o n ’ s  a c t i v i t i e s  i n  t h e  s t a t e .  A l a s k a  i s  n o t  t a x i n g  t h e  i n c o m e  e a r n e d  i n  a  f o r e i g n  

c o u n t r y  -  o n l y  t h e  i n c o m e  e a r n e d  i n  A l a s k a .  T h e r e f c .  ’ e ,  t h e  c r e d i t  i s  n o t  a p p r o p r i a t e  

s i n c e  i t  b e a r s  n o  r e l a t i o n  t o  t h e  i n c o m e  t a x e d  b y  A l a s k a .  W e  h a v e  i s s u e d  a n  a d m i n i s ­

t r a t i v e  r u l i n g  t o  t h i s  e f f e c t  b u t  b e l i e v e  t h a t  a  c l e a r  e x p r e s s i o n  o f  t h i s  p o l i c y  i n  t h e  

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

T h e  i n v e s t m e n t  c r e d i t  i s  a  t o o l  u s e d  b y  t h e  F e d e r a l  G o v e r n m e n t  t o  s t i m u l a t e  t h e  

p u r c h a s e  o f  e q u i p m e n t  d u r i n g  a  p e r i o d  o f  e c o n o m i c  s l a c k .  I t  i s  d o u b t f u l  t h a t  

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

I t  i s  a p p a r e n t  t h a t  t h e  s t a t e  w i l l  l e s e  a  l a r g e  n u m b e r  o f  t a x  d o l l a r s  i f  t h e  c r e d i t  i s  

c o n t i n u e d  f o r  s t a t e  t a x  p u r p o s e s .

T h e  a t t a c h e d  s c h e d u l e  i n d i c a t e s  t h a t  w e  c o u l d  l o s e  a l m o s t  $ 2 0  m i l l i o n  b e t w e e n  n o w  

a n d  1 9 8 0 .  A l m o s t  3 / 4  o f  t h  > s e  b e n e f i t s  w o u l d  g o  t o  l a r g e  i n t e r n a t i o n a l  f i r m s  d o i n g  

b u s i n e s s  i n  o u r  o w n  s t a t e .  A l t h o u g h  t h i s  w o u l d  b e  a  l o s s  t o  t h e  T r e a s u r y  a n d ,  

t h e r e f o r e ,  t o  A l a s k a n s ,  i t  w o u l d  n o t  i n c r e a s e  ir v e s t m e n t  b y  t h e s e  c o r p o r a t i o n s  i n  

o u r  s t a t e .  I n  s h o r t ,  w e  w o u l d  b e  g i v i n g  a w a y  $ 1 5  m i l l i o n  d o l l a r s .  O n  t h e  o t h e r  

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

t h e  b j n e f i t s  o f  t h e  c r e d i t .

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

p r o j e c t i o n s  o f  c o r p o r a t e  t a x  c o l l e c t i o n s  e x c l u s i v e  o f  t h e  p i p e l i n e  a n d  o t h e r  e f f e c t s ;  

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

p i p e l i n e  a n d  t h e  l i n e  a n d  r e l a t e d  f a c i l i t i e s  t h e m s e l v e s ;  a n d  A l a s k a ' s  s h a r e  o f  o t h e r  

o i l  c o m p a n i e s  o n  a  w o r l d - w i d e  b a s i s ,  b u t  o f  w h i c h  A l a s k a  w o u l d  r e c e i v e  a n  a p p o r -  

t i o n a b l e  s h a r e .  T h e  n o r m a l  i n v e s t m e n t  c r e d i t  r a t e  o f  1 6 . 8 2 6 8 $ ,  w a s  d e r i v e d  f r o m
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s t a t i s t i c s  p r o v i d e d  b y  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  a n d  r e p r e s e n t s  a n  a v e r a g e  i n v e s t ­

m e n t  c r e d i t  i n  r e l a t i o n  t o  t h e  n e t  t a x e s  p a i d .

T h e  n e x t  p r o v i s i o n  s e e k s  t o  d i s a l l o w  t h e  f i l i n g  o f  a  r e t u r n  a s  a  D o m e s t i c  I n t e r n a t i o n a l  

S a l e s  C o r p o r a t i o n  u n d e r  I n t e r n a l  R e v e n u e  C o d e  S e c t i o n  9 9 1  f o r  t h e  p u r p o s e s  o f  m o o t i n g  

t h e  A l a s k a  N e t  I n c o m e  T a x  A c t  r e q u i r e m e n t .  T h i s  i s  a  p r o v i s i o n  t h a t  w n .  e n a c t e d  I n -  

C o n g r e s s  i n  1 9 7 1  t o  s t i m u l a t e  e x p o r t s .  B a s i c a l l y ,  i t  a l l o w s  c o m p a n i e s  w h o  h a v e  e x p o r t  

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

T h i s  s u b s i d i a r y  c o r p o r a t i o n  i s  r . o t  s u b j e c t  t o  d i r e c t  c o r p o r a t e  t a x a t i o n .  I n s t e a d ,

5 0 %  o f  t h e  p r o f i t s  a r e  t a x e d  d i r e c t l y  t o  t h e  p a r e n t  c o r p o r a t i o n  a n d  t h e  o t h e r  5 0 %  

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

u n t i l  s u c h  t i m e  a s  t h e  p a r e n t  d i s p o s e s  o f  i t s  s t o c k  i n  t h e  D I S C  o r  t h e  e l e c t i o n  t o  b e  

t r e a t e d  a s  a  D I S C  i s  r e v o k e d .  T h e  i d e a  t h a t  C o n g r e s s  h a d  i n  m i n d  w a s  t h a t  t h i s  

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

b a l a n c e  o f  p a y m e n t s  s i t u a t i o n .

W e  d o  n o t  t h i n k  t h a t  s u c h  a n  i n c e n t i v e  i s  e i t h e r  n e c e s s a r y  n o r  d e s i r a b l e  i n  A l a s k a .  

T h e r e  i s  a  g r e a t  d e a ;  o f  i n t e r e s t  i n  e x p o r t i n g  a l l  o u r  n a t u r a l  r e s o u r c e s  t o  f o r e i g n  

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

t o  c o n t i n u e  o r  s p u r  o n  t h e  e x p o r t  i n d u s t r i e s .  I t  c o u l d  m e a n  ,  h o w e v e r ,  t h a t  A l a s k a  

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

b e i n g  p a i d  o n  s u c h  e x p o r t s .  T h e  D I S C  i t s e l f  a s  i n d i c a t e d  w o u l d  b e  n o n - t a x a b l e .  

A l t h o u g h  t h e  p a r e n t  c o r p o r a t i o n  w o u l d  b e  d e e m e d  t o  h a v e  r e c e i v e d  a  d i v i d e n d  e q u a l  

t o  5 0 %  o f  t h e  i n c o m e  d u r i n g  t h e  t a x  y e a r  i t  i s  p o s s i b l e  t h a t  t h e  p a r e n t  m i g h t  b e  a  c o r p o ­

r a t i o n  n o t  d o i n g  b u s i n e s s  i n  A l a s k a  a n d  t h e r e f o r e  c o u l d  n o t  b o  L . :  v l  o n  t h o  d e e m e d  

d i s t r i b u t i o n .  A l t h o u g h  i t  i s  p o s s i b l e  w e  c o u l d  a s s o r t  j u r i s d i c t i o n  o n  t h e  b a s i s  o f  t h e  

c o m b i n a t i o n  p r o v i s i o n s  o f  t h e  M u l t i s t a t e  T a x  C o m p a c t  w e  c o u l d  \ i n d  u p  i n  c o u r t  o n  

t h e  i s s u e .  S i n c e  t h i s  p r o v i s i o n  i n  t h e  I n t e r n a l  R e v e n u e  C o d e ,  d o o r  n o t  h a v e  a n y  

a d v a n t a g e  f o r  A l a s k a  a n d  d o e s  n o t  s e e m  t o  b e  i n  t h e  b e s t  p u b l i c  i n i  e r s t  o f  A l a s k a n s ,  

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

p r o b l e m  w o u l d  b e  t o  e l i m i n a t e  t h e  p o s s i b i l i t y  b y  d e l e t i n g  t h a t  I n t e r n a l  R e v e n u e  C o d e  

p r o v i s i o n  f r o m  o u r  s t a t u t e s .

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

b a c k g r o u n d  o n  t h e s e  c o r p o r a t i o n s .

T h e  p e r c e n t a g e  d e p l e t i o n  a l l o w e d  b y  t h e  I n t e r n a l  R e v e n u e  C o d e  i s  a l s o  e l i m i n a t e d  

W h i l e  t h e r e  i s  g r e a t  c o n t r o v e r s y  r a g i n g  i n  C o n g r e s s  o n  w h e t h e r  t h i s  a l l o w a n c e  s h o u l d  

c o n t i n u e  f o r  o i l  a n d  g a s  ( a  b i l l  t o  e l i m i n a t e  i t  r e c e n t l y  p a s s e d  t h e  H o u s e ) ,  t h e r e  

r e a l l y  i s  n o  s u c h  q u e s t i o n  i n  A l a s k a .  I n d u s t r y  i s  e a g e r  t o  d e v e l o p  o u r  r e s o u r c e s  

a n d  c o n t i n u e  e x p l o r a t i o n  h e r e .  W h a t  w e  a r e  d o i n g ,  i n  e f f e c t ,  b y  c o n t i n u i n g  t o  

a l l o w  p e r c e n t a g e  d e p l e t i o n  o n  A l a s k a  I n c o m e  T a x  r e t u r n s  i s  h e l p i n g  t o  s u b s i d i z e  

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

i s  i n d i c a t e d  b y  t h e  a t t a c h e d  s c h e d u l e .

T h i s  B i l l ,  t h e n  w o u l d  e l i m i n a t e  m a n y  o f  t h e  t a x  l o o p h o l e s  o r  p o t e n t i a l  l o o p h o l e s  

w h i c h  a r e  p r e s e n t l y  o n  o u r  s t a t u t e s .  T h e s e  l o o p h o l e s  r e p r e s e n t  p o o r  t a x  p o l i c y  

f r o m  A l a s k a ' s  v i e w p o i n t  a n d  c a u s e  a  c o n s i d e r a b l e  d r a i n  o n  t h e  S l a t e  T r e a s u r y .

T h i s  d r a i n  w i l l  g r o w  m u c h  l a r g e r  u n l e s s  w e  p l u g  i t  n o w .

F P B : s p  
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HOUSE BILL 200 

POTENTIAL REVENUE EFFECTS 

($000 Omitted)

Elimination of Foreign

Tax Credit 917

Limitation on Investment

Credit 2,403

Elimination of Percentage

Depletion 3 ,000

Total Potential

Revenue Effect 6,320

Provision FY 76 FY 77 FY 78 FY 79 FY 80

1,001

2,187

3,437

__6,_625

1,433

6,552

1,825

4,286

1,889

4 , 40i<

15,038 17,072 ] 8,352

23,023 23,183 24 , 6 4 9

Note: Effect of Domestir Internat ional Sales Corporations not included since

data are not available as to the number or extent of activity of 

potential DISC's. Theoretically, all exports from tbo State could 

qualify for this Lax shelter.

m m * * m m ? m  ^  ■; .• v ,
V  ■ - ■ v.. -  ' • . f' —  •

• " . ’• • *
.. .. : .■ • ..'-'V • -;.f V  . • W'.' ' . .'.gr;’ / V  .;v.

• • ■ - .•■••••• ■ m  ' -v: v.\, •, -v. fi



11. 1). Stov-m on 

S p .  . .  a . :
D c i . v r . .  . . n t  o f  A c  : n u c •m : marsh 12, 11)75

. . -'c '' ‘•''t-
Frederic!; P. Boetsch f '-,v

Deputy Conv i i ■ i' ior Tax - 1 
Denaru: ■ :l of K o v e u u e

mj .wt l!I.i

T i n s  M l ]  i s  a  I , ,  n o r a l  i n c o m e  l a : :  r e f o r m  b i l l  w h i c h  i~  p r i m a r i l y  a i r . -.■id a t  
p r o v i d i n g  a n  e a s i e r  w a y  o f  c o m p u t i n g  A i  -1.. . T a x  L i a b i l i t y  u n d e r  t h e  N o t  
I n e o i i i i  T a x  A c t .  ) i  c l a r i f i e s  . s e v e r a l  . m L i g u i l i e a  i n  o u r  c u r r e n t  s t a t u t e  
a n d  d e f i n e s  c e r t a i n  t e r m s  m o r e  c l e a r i y .  h i  a d d i t i o n ,  i i  p r o v i d e . -  M r  r c p o r l i i  
i n c o m e  o n  a  b a s i s  c o n . ,  i s t o n t  w i t h  t h a t  u s -  "  i . -y a l l  o t h e r  i n c o m e  t a x  s t a t e s  
a m i  p r o v i d e s  a  c r -  n i l  f o r  t u x e s  p a i d  t o  t I k  * s t a t e s  b j  r e s i d e n t  t a x p a y e r s .  
C u r i a .  a l l y  , s o m e  o f  < u i r  r e s i d e n t  t a x p a y e r  • w h o  h a v e -  i n c o m e  f r o m  s o u r c e s  
o u t s i d e  t h e  s l a t e  a r c  s u b j e c t e d  t o  d u p l i c a t e  t a x a t i o n .  B y  p u t t i n g  o u r  
t a x  o r  b a s i s  s i m i l a r  t o  o t h e r  s u i t e s  a n d  p r o v i d i n g  f o r  a  c r e d i t  w e  w i l l  
e l i m i n a t e  t i n s  i n e q u i t y .

T h e  c h a n g e  i n  o u r  o w n  r a t e  s c h e d u l e  w h i c h  i s  r o u n d e d  t o  t h o  n e a r e s t  h a l f  
p e r  c e n t  w i l l  m e a n  t h a t  s o m e  t a x p a y e r s  w i l l  p a y  a  l e w  d o l l a r s  l o s s  t a x  a n d  
o t h e r s  w i l l  p a y  u  f e w  d o l l a r s  m o r e .  O n  a  n e t  b a s i s  t h e r e  m a y  b e  a  s l i g h t  
i n c r e a s e  h i  t a r  r e v e n u e s ,  b u t  t h a t  i n c r e a s e  i s  p r o b a b l y  n o g l i g i b l *  a n . ) ,  
i n  a n y  w o  e u n n< * l  m e a s u r e  i t  w i t h  an ; ,  m o ; ; r o e  o f  a c c u r a c y . T h e r e ­
f o r e  , 1 h a v e  t o  c o n c l u d e  t h e  e f f e c t  o n  T r e a s u r y  w o u l d  b e  m i n i m a l .

T h e r e  e r e  n o  a d m i n i s t r a t i v e  c o s ! ;  c o n n e c t e d  w i t h  t h i s  b i l l .

FIT.: xp



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 .  S t e v e n s o n  

S p e c i a l  A s s i s t a n t  

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

D A T E :  M a y  5 ,  1 9 7 5

F I L E  N O :

T E L E P H O N E  N O :

T H O M : F r e d e r i c k  P .  B o e t s c h s u b j e c t : C S H B  2 0 8  ( F i n a n c e )

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

I  h a v e  r e v i e w e d  t h e  H o u s e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  f o r  1 I B  2 0 8  f o r  

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

a m e n d m e n t s  a n d  t o  e s t i m a t e  t h e  e f f e c t  o n  T r e a s u r y .

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

q u a l i f i e s  f o r  i n v e s t m e n t  c r e d i t  f r o m  $ 1 0 0 , 0 0 0  t o  $ 5 ^ 0 , 0 0 0  p e r  y e a r  a n d  

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

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

f o r  a l l  t a x p a y e r s  e x c e p t  t h o s e  e n g a g e d  i n  t h e  e x p o r t a t i o n  o f  n o n - r e n e w a b l e  

r e s o u r c e s .

P a r a g r a p h s  ( e ) ,  ( f )  ,  ( g )  a n d  ( i i )  a r e  a m e n d m e n t s  r e c o m m e n d e d  b y  t h e  

A d m i n i s t r a t i o n  a s  a  r e s p o n s e  t o  t h e  F e d e r a l  T a x  R e d u c t i o n  A c t  o f  1 9 7 5 .  

T h e s e  a m e n d m e n t s  w e r e  r e c o m m e n d e d  t o  t h e  F i n a n c e  C o m m i t t e e  b e c a u s e  

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

t i m e  w h e n  i t  c a n n o t  b e  a f f o r d e d .  A l s o ,  s o m e  b a s i c  p o l i c y  c o n s i d e r a t i o n  

a n d  d e c i s i o n s  m a d e  l : y  C o n g r e s s  e i t h e r  d o  n o t  a p p l y  t o  A l a s k a  o r  c a n n o t  

b e  a d m i n i s t e r e d  e q u i t a b l y  i n  A l a s k a .

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

F e d e r a l  G o v e r n m e n t  t o  t a x p a y e r s  b a s e d  o n  t h e  1 9 7 4  a d j u s t e d  g r o s s  b e c o m e .  

W h i l e  i t  c o u l d  b e  a r g u e d  t h a t  t h i s  p r o v i s i o n  o f  t h e  F e d e r a l  A c t  d o c s  n o t  

a p p l y  t o  A l a s k a ,  w e  w o u l d  p r e f e r  t o  h a v e  a n  e x p r e s s i o n  f r o m  t h e  

L e g i s l a t u r e  o n  t h i s  m a t t e r , s i n c e  t h e  a m o u n t  o f  m o n e y  i n v o l v e d  i s  i n  

e x c e s s  o f  $ 2 5  m i l l i o n .  S e c t i o n  ( e )  w o u l d  s p e c i f i c a l l y  e x c l u d e  f r o m  A l a s k a  

S t a t u t e s  a n y  p o s s i b i l i t y  t h a t  t h a t  s p e c i a l  r e f u n d  w o u l d  a p p l y  u n d e r  t h e  

A l a s k a  I n c o m e  T a x .

S e c t i o n  ( f )  e l i m i n a t e s  t h e  s p e c i a l  $ 3 0  c r e d i t  f o r  e a c h  e x e m p t i o n  w h i c h  a t  

A l a s k a  r a t e s  w o u l d  a m o u n t  o f  $ 4 . 8 0  f o r  e a c h  e x e m p t i o n  c l a i m e d  o n  A l a s k a  

t a x  r e t u r n s .  I n  a d d i t i o n  t o  c o s t i n g  t h e  S t a t e  m o r e  t h a n  $ 1 . 5  m i l l i o n ,  t h i s  

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

p r o b l e m s  f o r  A l a s k a .  S i n c e  t h e r e  i s  10 p r o v i s i o n  e i t h e r  i n  o u r  s t a t u t e s  o r  

F e d e r a l  C o d e  t o  r e q u i r e  p r o r a t i o n  o f  t h i s  c r e d i t  a  n o n r e s i d e n t  c o u l d  c l a i m  

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

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

0  a n d  $ 8 , 0 0 0  a  y e a r  r e g a r d l e s s  o f  w h e t h e r  t h e y  p a y  a  t a x  o r  n o t  c r e a t e s  

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

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

a n  i n d i v i d u a l  e a r n i n g ,  f o r  e x a m p l e ,  $ 4 , 0 0 0  i n  t h e  S t a t e  a t  a  s e a s o n a l  j o b  

w o u l d  n o t  h a v e  t o  p a y  a n y  S t a t e  i n c o m e  t a x  b u t  t h e  S t a t e  w o u l d  b e  r e q u i r e d  

t o  r e b a t e  h i m  $ 6 4 . 0 0 .  T h e  t o t a l  c o s t s  o f  t h i s  p r o v i s i o n  w o u l u  b e  a p p r o x i ­

m a t e l y  $ 2  m i l l i o n .

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

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

m o v e  s o m e  o f  t h e  h o u s i n g  i n v e n t o r y  i n  t h e  l o w e r  4 8  o f f  o f  t h e  m a r k e t  a n d  

s t i m u l a t e  t h e  h o u s i n g  i n d u s t r y .  I t  i s  v e r y  d o u b t f u l  t h a t  w e  n e e d  t o  s t i m u l a t e  

t h e  h o u s i n g  i n d u s t r y  i n  A l a s k a ,  s i n c e  w e  a l r e a d y  h a v e  a  v e r y  t i g h t  h o u s i n g  

m a r k e t  a n d  s u f f i c i e n t  s t i m u l u s  e x i s t s  f o r  b u i l d e r s  t o  c o n t i n u e  t o  b u i l d .  A l s o ,  

A l a s k a n s  w h o  p u r c h a s e  a  n e w  h o u s e  t h a t  m e e t s  t h e  c o n d i t i o n s  o f  t h e  F e d e r a l  

A c t  w i l l  s t i l l  g e l  t h e  $ 2 , 0 0 0  F e d e r a l  c r e d i t .  W h a t  w e  p r o p o s e  t o  e l i m i n a t e  

h e r e  i s  t h e  a d d i t i o n a l  $ 3 2 0 . 0 0  p e r  h o u s e  t h a t  w o u l d  h a v e  t o  b e  p a i d  o u t  o f  

t h e  S t a t e  T r e a s u r y .  W e  e s t i m a t e  t h a t  t h e  c o s : o f  t h i s  p r o v i s i o n  i s  b e t w e e n  

$ 1 . 5  t o  $ 2  m i l l i o n .

S o m e  o f  t h e  o t h e r  c h a n g e s  i n  t h e  F e d e r a l  A c t  w o u l d  a l t e r  p r o j e c t i o n s  o n  

t h e  o r i g i n a l  M o u s e  B i l l  2 0 8  p a r t i c u l a r l y  w i t h  r e s p e c t  t o  t h e  l i m i t a t i o n  o n  

t h e  i n v e s t m e n t  c r e d i t  a n d  t h e  e l i m i n a t i o n  o f  t h e  p e r c e n t a g e  d e p l e t i o n  a l l o w ­

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

o f  t h e  F e d e r a l  A c t ,  w e  a r e  u n a b l e  t o  z e r o  o n  t h e  a c t u a l  a f f e c t  o f  t h e  

e l i m i n a t i o n  o f  t h e  p e r c e n t a g e  d e p l e t i o n .  H o w e v e r ,  I  t h i n k  w e  c a n  a s s u m e  

t h a t  f o r  t h e  m o s t  p a r t  t h o  b e n e f i t s  i n i t i a l l y  e s t i m a t e d  i n  H o u s e  B i l l  2 0 8  w i l l  

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

l a r g e l y  b e e n  e l i m i n a t e d  b y  F e d  e r a  J l a w  .  I n v e s t m e n t  c r e d i t  a f f e c t  o j  t h e  o t h e r  

h a n d  w i l l  b e  i n c r e a s e d  f r o m  o u r  o r i g i n a l  e s t i m a t e s  o n  H o u s e  B i l l  2 0 8  b e c a u s e  

t h e  i n v e s t m e n t  c r e d i t  l i a s  b e e n  i n c r e a s e d  f r o m  7  t o  1 0  p e r c e n t .  T h e  t a b l e  

a t t a c h e d  i l l u s t r a t e s  o u r  e s t i m a t e s  o f  t h e  r e v e n u e  e f f e c t  o f  C S H B  2 0 8  t a k i n g  

i n t o  c o n s i d e r a t i o n  t h e  e f f e c t s  o n  t h e s e  p r o v i s i o n s  o f  t h e  F e d e r a l  T a x  R e d u c t i o n  

A c t  o f  1 9 7 5 .

Attachment



CS for HOUSE BILL 20S (FINANCE) 

POTENTIAL REVENUE EFFECTS 

($000 Omitted)

Provision F Y  76 FY 77 FY 78

Elimination of Foregin 

Tax Credit 917 1,001 1,433

Limitation on Investment 

Credit 3,364 3,062 9,173

1974 Special Refund 25,000 -0- -0-

Personal Exemption 

Credit 1,700 -0- -0-

Negative Income Tax 

Rebate 1,800 -0- -0-

N e w  House Credit 1,600 -0- -0-

Total Potential 

Revenue Effect $34,381 $4,063 $10,606

FY 79

1,825

6,000

-0-

-0-

-0-

-0-

^ 8 2 5
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D r i g i n a l  s p o n s o r :  R u l e s  C o m m i t t e e
by r e q u e s t  o f  t h e  G o v e r n o r

O f f e r e d :  4 / 9 / 7 5
R e f e r r e d :  R u l e s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 208 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: .! Act relating to the Alaska net Income tax d e d u c­

tions and credits; and providing for an effective date."

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

* Section 1. AS 43.20 is amended by a dding a new section to read:

Sec. 43.20.036. FEDERAL TAX DEDUCTIONS AND CREDITS. (a) For 

purposes of calculating the i n c o m e  tax payable under this chapter, the

taxpayer may not apply as a credit against his tax liability the

foreign tax credit allowed as to federal taxes under Internal Revenue 

Code sec. 33 (26 U.S.C. sec. 33).

(b) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may apply as a credit against his tax liability 

the Job development investment credit allowed as to federal taxes under 

Internal Revenue Code sec. 50 upon only the first $500,000 of qualified 

investment put into use for each taxable year (26 U.S.C. sec. 50). This 

limitation does not apply to the amounts Invested in equipment which 

meets the definition of a certified pollution control facility as 

defined under Internal Revenue Code sec. 169 (26 U.S.C. 159) as in effect 

on the effective date of this Act except that the date specified in that 

section does not apply.

(c) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may apply as an exemption from his tax liability 

the tax exemption for domestic international sales corporations under 

Internal Revenue Code sec. 991 (26 U.S.C. sec. 9 9 D 5 except those tax­

payers who are engaged in t’.e exportation of non-renewable resources.

- 1- CSHB 208 (Finance)
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(d) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may not apply as a deduction from his tax liability 

the deduction for depletion under Internal Revenue Code sec. 613 (26 

U.S.C. sec. 613).

(e) For purposes of this chapter, the taxpayer may not apply for 

a refund of 1974 individual income taxes under Internal Revenue Code 

sec. 6428 (26 U.S.C. sec. 6428).

(f) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may nov. apply as a credit against his tax liabil­

ity the credit for personal exemptions under Internal Revenue Code 

sec. 42 (26 U.S.C. sec. 42).

(gi For purposes of calculating the income tax payable under this 

chapter, the taxpayer may not apply as a credit against, his tax liabil­

ity the credit for earned income under internal Revenue Code sec. 43 

(26 U.S.C. sec. 43).

(n) For purposes of calculating the tax payable under this 

chapter, the taxpayer may not apply as a credit against his tax liabil­

ity the credit for purchase of new principal residence under Internal 

Revenue Code sec. 44 (26 U.S.C. 44).

* Sec. 2. This Act is retroactive to January 1, 1975> aria relates only 

o income earned and received after December 31 > 1974.

s Sec. 3. This Act takes effect immediately in accordance with AS 01.10.- 

70(c).
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Original sponsor: Rules Committee
by request of the Governor

Offered: A/9/75
Referred: Rules

IN THE HOUSE BY T HE F I N ANCE COMMITTEE

CS FOR HOUSE BILL MO. 208 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska net income tax de d u c­

tions and credits; and providing for an effective date."

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

* Section 1. AS A 3 .20 is amended by adding a new section to read:

Sec. A3.20.036. FEDERAL TAX DEDUCTIONS AND CREDITS. (a) For 

purposes of calculating the Income tax payable under this chapter, the

taxpayer may not apply as a credit against his tax liability the

foreign tax credit allowed as to federal taxes under Internal Revenue 

Code sec. 33 (26 U.S.C. sec. 33).

(b) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may apply as a credit against his tax liability 

the Job development investment credit allov/ed as to federal taxes under 

Internal Revenue Code sec. 50 upon only the first $500,000 of qualified 

investment put into use for each taxable year (26 U.S.C. sec. 50). This 

limitation does not apply to the amounts invested in equipment v.'hich 

meets the definition of a certified pollution control facility as 

defined under Internal Revenue Code sec. 169 (26 U.S.C. 159) as in effect 

on the effective date of this Act except that the date specified in that 

section does not apply.

(c) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may apply as an exemption from his tax liability 

the tax exemption for domestic international sales corporations under* 

Internal Revenue Code sec. 991 (26 U.S.C. sec. 9 9 1 ), except those tax­

payers who are engaged In the exportation of n o n - r enewable resources.

-1- CSHB 208 (Finance)



(d) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may not apply as a deduction from his tax liability 

the deduction for depletion under Internal Revenue Code sec. 613 (26 

U.S.C. sec. 613).

(e) For purposes of this chapter, the taxpayer may not apply for 

a refund of 197*1 individual income taxes under Internal Revenue Code 

sec. 6*128 (26 U.S.C. sec. 6*128).

(f) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may not apply as a credit against his tax liabil­

ity the credit for personal exemptions under Internal Revenue Code 

sec. *12 (26 U.S.C. sec. *12).

(g) For purposes of calculating the income tax payable under this 

chapter, the taxpayer may not apply as a credit against his tax liabil­

ity the credit for earned income under Internal Revenue Code sec. *13 

(26 U.S.C. sec. *13).

(h) For purposes of calculating the tax payable under this 

chapter, the taxpayer may not apply as a credit against his tax liabil­

ity the credit for purchase of new principal residence under Internal 

Revenue Code sec. *1*1 (26 U.S.C. sec. *1*1).

* Sec. 2. This Act is retroactive to January 1, 1975, and relates only

Income earned and received after December 31, 197*1.

'* Sec. 3- This Act takes effect immediately in accordance with AS 01.10.-

(c) .
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I n t r o d u c e d :  2 / 2 6 / 7 5

R e f e r r e d :  C o m m e r c e  a n d

F i n a n c e

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

HOUSE BILL NO. 208 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FI R S T  SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska net income tax deduction;

and credits; and p r oviding for an effective date."

BE IT E N A CTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.036. FEDERAL TAX DEDUCTIONS AND CREDITS. (a) For 

purposes of calculating the income tax payable un^' - this chapter, 

the taxpayer may not apply as a credit agai t his tax liability the 

foreign tax credit allowed as to federal taxes under Internal Revenue 

Code sec. 33 (26 U.S.C. sec. 33).

(b) For purposes of calculating the income tax payable under

this chapter, the taxpayer may apply as a credit against his tax liabili - 

ty the job development investment credit allowed as to federal taxes 

under Internal Revenue Code sec. 50 upon only the first $100,000 of 

q u alified investment put into use for each taxable year (26 U.S.C. 

s e c . 50) .

(c) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may not apply as an exemption from his tax 

liability the tax exemption for domestic international sales corporation:; 

under Internal Revenue Code sec. 591 (26 U.S.C. sec. 991).

(d) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may not apply as a d e duction from his tax 

liability the deduction for depletion under Internal Revenue Code sec.

613 (26 U.S.C. sec. 613).

# Sec. 2. This Act is retroactive to January 1, 1975, and relates only

-1- HB 208
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to income earned and received after December 31, 197^.

* Sec. 3. This Act takes effect immediately in accordance wit h  AS 01.-

1 0 . 0 7 0 ( c ) .
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Introduced: 2/26/75
Referred: Commerce and
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 208 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska net income tax deduction

and credits; and providing for an effective date."

BE IT E N A C T E D  BY THE LEGISLATURE OF T HE STATE OF ALASKA:

* S e c t i o n  1. AS 4-;. 20 is amended by adding a new section to read:

Sec. 43.20.036. FEDERAL TAX DEDUCTIONS AND CREDITS. (a) For 

purposes of calculating the income tax payable under this chapter, 

the taxp a y e r  may not apply as a credit against his tax liability the 

foreign tax c r e d j u allowed as to federal taxes under Internal Revenue 

Code sec. 33 (26 U.S.C. sec. 33).

(b) For purposes of calculating the Income tax payable under

this chapter, the taxpayer may apply as a credit against his tax liabili 

ty the job development investment credit allowed as to federal taxes 

under Internal Revenue Code sec. 50 upon only the first $100,000 of 

qualified investment put into use for each taxable year (26 U.S.C. 

sec. 50).

(c) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may not apply as an exemption from his tax 

liability the tax exemption for domestic international sales corporation: 

under Internal Revenue Code sec. 991 (26 U.S.C. sec. 991).

(d) For purposes of calculating the Income tax payable under 

this chapter, the taxpayer may not apply as a deduction from his tax 

liability the deduction for depletion under Internal Revenue Code sec. 

613 (26 U.S.C. sec. 613).

* Sec. 2. This Act is retroactive to January 1, 1975, and relates only

-1- HB 208
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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. 208 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska net income tax deductionp

and credits; and providing for an effective date."

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

# Section 1. AS ^3.20 is amended by adding a new section to read:

Sec. k3.20.036. FEDERAL TAX DEDUCTIONS AND CREDITS. (a) For 

purposes of calculating the Income tax payable under this chapter, 

the taxpayer may not apply as a credit against his tax liability the 

foreign tax credit allowed as to federal taxes under Internal Revenue 

Code sec. 33 (26 U.S.C. sec. 33).

(b) For purposes of calculating the income tax payable under

this chapter, the taxpayer may apply as a credit against his tax liabili 

ty the job development Investment credit allowed as to federal taxes 

under Internal Revenue Code sec. 50 upon only the first $100,000 of 

qualified investment put into use for each taxable year (26 U.S.C. 

s e c . 50) .

(c) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may not apply as an exemption from his tax 

liability the tax exemption for domestic international sales corporation 

under Internal Revenue Code sec. 991 (26 U.S.C. sec. 991).

(d) For purposes of calculating the income tax payable under 

this chapter, the taxpayer may not apply as a deduction from his tax 

liability the deduction for depletion ’rnder Internal Revenue Code sec.

613 (26 U.S.C. sec. 613).

# Sec. 2. This Act is retroactive to January 1, 1975, and relates only

-1- HB 208



to income earned and received after December 3 1 s 197^.

* Sec. 3- This Act takes effect immediately in accordance with AS 01. 
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