


OFFICE OF THE COMMISSIONER / POUCH S-IUNEAU 99801

M a y  19, 1975

T h e  Hon o r a b l e  Bill R a y  

C h a i r m a n

Senate Finance Committee 

Alaska State Legislature 

Stale Capitol 

J u n e a u , A l a s k a  99811

D e a r  Senator Ray:

re H o u s e  Bill No. 307 a m

H o u s e  Bill No. 307 a m ,  an Act disallowing certain credits u n d e r  the 

Alaska Net I ncome T a x  w a s  introduced in the Senate Finance Committee,

J a m  enclosing a copy oi' a m e m o r a n d u m  dated M a y  19. 1975 from G a r y  L. 

Jenkins, Director, Audit Division, D e p a r t m e n t  of R e v e n u e  describing 

the n e e d  for the remedial legislation a n d  advising that there will b e  no 

administrative costs incurred.

If y o u  or a n y  m e m b e r  of the Senate Finance C o mmittee h a v e  a n y  questions 

o n  the material submitted, please telephone the writer at 465-2397 a nd 

1 will contact M r .  Jenkins for further material or testimony.

V e r y  truly y o u r s ,

11. D. S tevenson 

Special Assistant

R D S :  sp 

Enclosure

cc G a r y  L. Jenkiim, Director 

A udit Division 

D e p a r t m e n t  of R e v e n u e



M E M O R A N D U M  State of Alaska

TO:

FROM:

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

G a r y  L .  
D i r e c t o r  
A u d i t

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

FILE NO:

TELEPHONE NO:

SUBJECT: House B m  3Q7 aQ

H o u s e  B i l l  3 0 7  a m  i s  a  h o u s e k e e p i n g  m e a s u r e  d e s i g n e d  t o  e l i m i n a t e  f r o m  t h e  
A l a s k a  N e t  I n c o m e  T a x  A c t  t h o s e  r e f e r e n c e s  t o  c r e d i t s  p r o v i d e d  a t  t h e  F e d ­
e r a l  l e v e l  t h r o u g h  t h e  I n t e r n a l  R e v e n u e  C o d e  w h i c h  d o  n o t  h a v e  a n y  a p p l i c a b ­
i l i t y  a t  S t a t e  l e v e l  o r  w h i c h  d u p l i c a t  e  o t h e r  p r o v i s i o n s  a t  t h e  S t a t e  l e v e l .

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

T h e  s e c o n d  c r e d i t  e l i m i n a t e d  i s  a  c r e d i t  a l l o w e d  b y  t h e  F e d e r a l  G o v e r n m e n t  
f o r  F e d e r a l  t a x e s  p a i d  o n  g a s o l i n e  w h i c h  i s  t h e n  u s e d  f o r  o f f - h i g h w a y  
p u r p o s e s .  F o r  t h e  s a k e  o f  a d m i n i s t r a t i v e  c o n v e n i e n c e  t h e  F e d e r a l  s y s t e m  
a l l o w s  a  c l a i m  f o r  s u c h  r e f u n d  t o  b e  m a d e  o n  t h e  i n c o m e  t a x  r e t u r n  a n d  t h e  
c r e d i t  a p p l i e d  a g a i n s t  i n c o m e  t a x  l i a b i l i t y .  O b v i o u s l y ,  t h e  S t a t e  i s  n o t  
i n t e r e s t e d  i n  r e f u n d i n g  F e d e r a l  g a s o l i n e  t a x e s .  W e  h a v e  a  d i f f e r e n t  p r o ­
c e d u r e  b y  w h i c h  w e  r e f u n d  S t a t e  g a s o l i n e  t a x e s  p a i d  f o r  g a s o l i n e  w h i c h  i s  
u s e d  f o r  o f f - h i g h w a y  p u r p o s e s .  T h i s  p r o v i s i o n  w o u l d  e l i m i n a t e  a n  u n n e c e s s a r y ,  
i r r e l e v a n t  a n d  p o s s i b l y  c o s t l y  p r o v i s i o n  i n  t h e  F e d e r a l  c o d e  w h i c h  i s  p r e s ­
e n t l y  a d o p t e d  b y  A l a s k a  t h r o u g h  o u r  p i g g y - b a n k  m e c h a n i s m .

G L J / b j m
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Introduced: 3/18/75
Referred: Commerce and
Finance

III T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

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

A B I L L

<'or ai Act e n t i t l e d :  "An Act d i s a l l o w i n g  c e r t a i n  c r e d i t s  u n d e r  the A l a s k a

net i n c o m e  tax; a n d  p r o v i d i n g  for an effecti'/e a a t e . "

3E I T  E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L AS K A :

* S e c t i o n  1. A S  1*3.20 if a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. *13.20.036. F E D E R A L  T A X  C R E D I T S  D I S A L L O W E D .  F o r  p u r p o s e s  of 

c a l c u l a t i n g  the i n c o m e  tax p a y a b l e  u n d e r  t his c h a p t e r ,  the t a x p a y e r  m a y  

not a p p ly  as a cr e d it  a g a i n s t  his ta x  l i a b i l i t y  the

11) c r e d i t  on U n i t e d  Stater-: g o v e r n m e n t  o b l i g a t i o n s  a l l o w e d

a.- to f e d e r a l  t axes u n d e r  I n t e r n a l  R e v e n u e  Cod e sec. 35;

(°) c r e d i t  for the f e d e r a l  e x c i s e  tax on g a s o l i n e  a l l o w e d  

as to f e d e r a l  t axes u n d e r  I n t e r n a l  R e v e n u e  Code sec. 39

* Sec. 2. Th i s  Act is r e t r o a c t i v e  to J a n u a r y  1, 1975 > and r e l a t e s  only

.0 I n c o m e  e a r n e d  and r e c e i v e d  a f t e r  D e c e m b e r  31> 197^ •

- Sec. 3. T h i s  Act takes e ff e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 , -  

170(c).

3Y THE RULES COMMITTEE BY
IN 'HE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 307 am

-2- HB 307 am





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

S E N A T E

5/1"/"/ 5

M r .  P r e s i d e n t

The  C o m m i t t e e  on  __________
I l o v l n J ?  c e r t a i n  c r o u v :

Date

h a s  had •W- am

AND THAT

•il;?allowInst c e r t a in  creustc u n u e s  une a-iasKa net jtncsfcnio •• i/*»x

u n d e 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  t h e  me mb e r s  o f  t h e  C o m m i t t e e

( ) r e c o mme n d s  i t  DO PASS

( ) r e c o mme n d s  i t  DO NOT PASS

( ) r e c o mme n d s  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) r ecommend- ,  i t  BE REPLACED WITH CS FOR

CS F O R _______________________________DO PASS

( ) " a n d "  r e c o mme n d s  i t  BE REFERRED T° THE 

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Memb e r s  s i g n i n g  t h e  Ma j  o r i t y  r e p o r t :

Memb e r s  NOT c o n c u r r i n g  i n  t h e  M a j o r  i t y r e p o r t :

__________________________________________________ r e c ommend  s :

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

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

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

r e commend  s :

C ha i rman

2Hn»iffW3aflBsg«B



JAY S. HAMMOND, Governor

m w A i K T M & v r  o f

OFFICE OF IHE COMMISSIONER POUCH S-IUNEAU 99801

T h e  H o n o r a b l e  ISill H a y  

C h a i r m a n

S o n a t a  F i n a n c e  C o m m i t u  

A l a s k a  State Legislature 

State Capitol 

•Juneau, A l a s k a  D 0 dll

D e a r  S e n a t o r  H u y

llou.se Dili N o .  307 ora, an Act d i s a l lowing certain credits u n d e r  the 

Al a s k a  Met I n c o m e  Ta.v w a s  i n t r o d u c e d  in the Se n a te  F i n a n c e  Cominittoe 

I a m  e n c l o s i n g  a c o p y  of a m e m o r a n d u m  dated iv'lay 19, 1975 f rom C a r y  L 

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 . D e p a r t m e n t  of R e v e n u e  d e s c r i b i n g  

the n e e d  tor the r e m edial legislation aid a d v i s i n g  that there will b< n o  

administrative costs i n c u r r e d .

If y o u  o r  a n y  m e m b e r  of the S e n a t e  Finance} C o m m i t t e e  h a v e  a n y  q uestions 

nit the material submitted, please t elephone the writer at 465-2397 a n d  

I will contact Ur. J e n k i n s  for further material or testimony.

V e ry  t r u ly  y o u r s

It. I). S t e v e n s o n  

Special Assistant

G a r y  L. J e n k i n s ,  Director 

A u d i t  Division 

D e p a r t m e n t  ol R e v e n u e



,M E M O R A N D U M State of Alaska

70 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' " '

DATE:
M a y  19, 1 9 7 5

FILE NO:

FROM:
G a r y  L. J e n k  

D i r e c t o r

TELEPHONE NO:

SUBJECT:
H o u s e  B i l l  307 a m

A u d i t  Divisi<

H o u s e  B i l l  307 a m  is a h o u s e k e e p i n g  m e a s u r e  d e s i g n e d  to e l i m i n a t e  f r o m  t h e  

A l a s k a  Net I n c o m e  T a x  A c t  t h o s e  r e f e r e n c e s  to c r e d i t s  p r o v i d e d  a t  t h e  F e d­

er a l  l e v e l  t h r o u g h  t h e  I n t e r n a l  R e v e n u e  C o d e  x/hich do no t  h a v e  an y  a p p l i c a b­

il i t y  a t  S t a t e  l e v e l  or w h i c h  d u p l i c a t  e o t h e r p r o v i s i o n s  at t h e  S t a t e  l e v e l .

T h e  f i r s t  c r e d i t  e l i m i n a t e d  is a c r e d i t  o n  i n t e r e s t  e a r n e d  o n  c e r t a i n  U.S. 

G o v e r n m e n t  o b l i g a t i o n s .  T h i s  c r e d i t  *.s p r o v i d e d  b y  th e  F e d e r a l G o v e r n m e n t  

s i n c e  t h e  F e d e r a l  G o v e r n m e n t  d o e s  t a x  i n t e r e s t  e a r n e d  o n  its o w n  s e c u r i t i e s .  

T h e  S t a t e ,  h o w e v e r ,  is p r o h i b i t e d  b y  F e d e r a l  l a w  f r o m  t a x i n g  that i n t e r e s t ,  

h e n c e  it d o e s  not m a k e  s e n s e  to a l l o w  a c r e d i t  i n  o u r  s t a tute.

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

for F e d e r a l  t a x e s  p a i d  o n  g a s o l i n e  w h i c h  is then u s e d  for o f f - h i g h w a y  

p u r p o s e s .  For t h e  s a k e  of a d m i n i s t r a t i v e  c o n v e n i e n c e  th e  F e d e r a l  s y s t e m  

a l l o w s  a  c l a i m  for s u c h  r e f u n d  t o  b e  m a d e  o n  th e  i n c o m e  t a x  r e t u r n  and t h e  

c r e d i t  a p p l i e d  a g a i n s t  i n c o m e  t a x  l i a b i l i t y .  O b v i o u s l y ,  the S t a t e  is not 

i n t e r e s t e d  i n  r e f u n d i n g  F e d e r a l  g a s o l i n e  taxes. W e  h a v e  a d i f f e r e n t  p r o­

ce d u r e  b y  w h i c h  w e  r e f u n d  S t a t e  g a s o l i n e  t a x e s  pa i d  fo r g a s o l i n e  w h i c h  is 

u s e d  for o f f - h i g h w a y  p u r p o s e s .  T h i s  p r o v i s i o n  w o u l d  e l i m i n a t e  an u n n e c e s s a r y ,  

I r r e l e v a n t  a n d  p o s s i b l y  c o s t l y  p r o v i s i o n  i n  t h e  F e d e r a l  c o d e  w h i c h  is p r e s­

en t l y  a d o p t e d  b y  A l a s k a  t h r o u g h  o u r  piggy-banlc m e c h a n i s m .

G L J / b j m
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Introduced: 3/13/75
Referred: Commerce and
Finance

H O U S E  B I L L  NO. 307 am

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

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

A B I L L

F o r  a n  Act e n t i t l e d :  "An Act d i s a l ? s w i n g  c e r t a i n  c r e d i t s  u n d e r  the A l a s k a

net i n c o m e  tax; and p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS N 3.20 is a m e n d e d  by a d d i n g  a ne w  s e c t i o n  to read:

Sec. A 3 . 2 0 . 0 3 6 .  F E D E R A L  T A X  C R E D I T S  D I S A L L O W E D .  F o r p u r p o s e s  of

c a l c u l a t i n g  t h e  i n c o m e  tax p a y a b l e  u n d e r  this c h a p t e r ,  the t a x p a y e r  m a y  

not a p p l y  as a c r e d i t  a g a i n s t  his tax l i a b i l i t y  the

(1) c r e d i t  on U n i t e d  S t a t e s  g o v e r n m e n t  o b l i g a t i o n s  a l l o w e d

as to f e d e r a l  t a x es  u n d e r  I n t e r n a l  R e v e n u e  Cod e  sec. 35;

(2) c r e d i t  for the f e d e r a l  e x c i s e  tax on g a s o l i n e  a l l o w e d  

as to f e d e r a l  t a x e s  u n d e r  I n t e r n a l  R e v e n u e  Code sec. 39

* Sec. 2. T h i s  Act is r e t r o a c t i v e  to J a n u a r y  1, 1975, an d  r e l a t e s  o nly

1,0 i n c o m e  e a r n e d  a n d  r e c e i v e d  a f t e r  D e c e m b e r  31, 197A.

* Sec. 3. T h i s  Act t a ke s  ef f e c t  I m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

070(c).

BY THE RULES COMMITTEE BY
IN T HE HOUSE REQUEST Cl’ THE GOVERNOR

// -2- HB 307 am
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