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B Y  T H E  R U L E S  C O M M I T T E E  BY 
I N  T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

C O M M I T T E E  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 5 1 0  ( F I N A N C E )

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  N e t  I n c o m e  T a x

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

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 3 . 2 0 . 9 3 1 ( a )  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  

tc r e a d :

(3) t h e  e x e m p t i o n  o f  i n t e r e s t  o n  c e r t a i n  g o v e r n m e n t  

o b l i g a t i o n s  u n d e r  sec. 1 0 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  (26 

U . S . C .  sec. 1 0 3 )  s h a l l  b e  a l l o w e d  e x c e p t  t h a t  t h e  i n t e r e s t  o n  

o b l i g a t i o n s  o f  o t h e r  s t a t e s  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 o s e  o t h e r  s t a t e s  a r e  n o c  e x e m p 4' f r o m  t h e  t a x  i m p o s e d  b y  t h i s  

c h a p t e r .

* Sec. 2. A S  4 3 . 2 0 . 0 2 1 ( a )  is a m e n d e d  t o  r e a d :

(a) S u b t i t l e  F a n d  c h a p t e r  1 o f  s u b t i t l e  A  o f  t h e  1 9 5 4  

I n t e r n a l  R e v e n u e  C o d e ,  P u b l i c  Lav; 8 3-5 91, a s  a m e n d e d ,  a r e  

a d o p t e d  b y  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 , e x c e p t  t h a t  

t h o s 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  a d o p t e d  a f t e r  

D e c e m b e r  31, 1 9 7 5  w h i c h  c h a n g e  o r  m o d i f y  e x e m p t i o n s  f r o m  t a x  

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

o f  t h i s  c h a p t e r  u n t i l  t h e  s e c o n d  J a n u a r y  1 f o l l o w i n g  t h e i r  

e f f e c t i v e  d a t e  u n d e r  F e d e r a l  lawL'-f^ T h e s e  p o r t 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  h a v e  f u l l  f o r c e  a n d  e f f e c t  u n d e r  t h i s  

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

o f  t h i s  c h a p t e r .



* Sec. 3. A S  4 3 . 2 0 . 0 2 1  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  

t o  r e a d :

(e) F o r  t h e  p u r p o s e s  o f  c a l c u l a t i n g  t h e  m a x i m u m  t a x  o n  

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

C o d e  sec. 1 3 4 8 ,  t h e  r a t e  i s  9 . 5  p e r  c e n t  f o r  i n d i v i d u a l s .
i

(f) F o r  t h e  p u r p o s e s  o f  c a l c u l a t i n g  t h e  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 o v i d e d  f o r  i n  I n t e r n a l  R e v e n u e  C o d e

s e c s .  56 - 58, t h e  r a t e  is 1.6 p e r  c e n t  f o r  i n d i v i d u a l s  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 .

* Sec. 4. T h e  m a x i m u m  t a x  o n  e a r n e d  i n c o m e  p r o v i d e d  f o r  i n  t h e  

p r o v i s i o n s  o f  I n t e r n a l  R e v e n u e  C o d e  sec. 1 3 4 8  s h a l l  a p p l y  t o  t a x a b l e  

y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 1 9 7 0 .  F o r  i n c o m e  e a r n e d  o r  

r e c e i v e d  a f t e r  D e c e m b e r  31, 1 9 7 0  a n d  b e f o r e  J a n u a r y  1, 1 9 7 5 ,  I n t e r n a l  

R e v e n u e  C o d e  sec. 1 3 4 8  s h a l l  b e  a p p l i c a b l e  i n  d e t e r m i n i n g ,  f o r  p u r ­

p o s e s  o f  A S  4 3 . 2 0 . 0 1 0  a s  i n  e f f e c t  a t  t h a t  t i m e ,  t h e  t o t a l  i n c o m e  

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

o f  t h e  A l a s k a  n e t  i n c o m e  tax.

* Sec. 5. A S  4 3 . 2 0 . 0 3 1 ( c )  is 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  

is n o t  e n t i t l e d  t o  d e d u c t  ( F R O M  T H E  A D J U S T E D  G R O S S  I N C O M E  S T A T E  

I N C O M E  T A X E S )  a n y  t a x e s  b a s e d  o n  o r  m e a s u r e d  b y  n e t  i n c o m e .

* Sec. 6. S e c t i o n s  1 a n d  2 o f  t h i s  A c t  a r e  r e t r o a c t i v e  t o  

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

* Sec. 7. S e c t i o n s  3 a n d  5 o f  t h i s  A c t  a r e  r e t r o a c t i v e  t o  

J a n u a r y  1, 1°.J a n d  appl/Lrs t o  i n c o m e  e a r n e d  o r  r e c e i v e d  a f t e r  

D e c e m b e r  31, 1 9 7 4  .

* Sec. 8. T h i s  A c t  t a k e s  e f 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  

A S  0 1 . 1 0 . 0 7 0 ( c ) .
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I N  T H E  L E G I S L A T U R E  O F  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  - S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t a x  r a t e s  u n d e r  t h e  A l a s k a  N e t

I n c o m e  T a x  A c t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  *13.20.021 is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

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

i n c o m e  p r o v i d e d  f o r  i n  t h e  p r o v i s i o n s  o f  I n t e r n a l  R e v e n u e  C o d e  sec.

13*18, t h e  r a t e  i s  8 p e r  c e n t  f o r  i n d i v i d u a l s .

(f) F o r  t h e  p u r p o s e s  o f  c a l c u l a t i n g  t h e  m i n i m u m  t a x  o n  t a x  p r e f e r -

i

e n c e s  p r o v i d e d  f o r  i n  I n t e r n a l  R e v e n u e  C o d e  s e c s .  5 6  - 58. t h e  r a t e  is 

1 . 6  p e r  c e n t  f o r  i n d i v i d u a l s  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 .  j

s S e c .  2. T h e  m a x i m u m  t a x  o n  e a r n e d  i n c o m e  p r o v i d e d  f o r  i n  t h e  p r o v i s i o n s  

o f  I n t e r n a l  R e v e n u e  C o d e  s e c .  13*18 s h a l l  a p p l y  t o  t a x a b l e  y e a r s  b e g i n n i n g

IN THE SENATE

SENATE BILL NO.

a f t e r  D e c e m b e r  31, 1 9 7 0 .  F o r  i n c o m e  e a r n e d  o r  r e c e i v e d  a f t e r  D e c e m b e r  31,

1 9 7 0  a n d  b e f o r e  J a n u a r y  1, 197;*F, I n t e r n a l  R e v e n u e  C o d e  s e c .  13*18 s h a l l  b e
t

a p p l i c a b l e  i n  d e t e r m i n i n g ,  f o r  p u r p o s e s  o f  A S  *13-20.010 a s  i n  e f f e c t  at thatj

t i m e ,  t h e  t o t a l  i n c o m e  t a x  t h a t  w o u l d  b e  p a y a b l e  u n d e r  f e d e r a l  i n c o m e  t a x  fo]

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

* Se c .  3. S e c t i o n  1 01’ t h i s  A c t  is r e t r o a c t i v e  t o  J a n u a r y  1, 1 9 7 5  a n d  

a p p l i e s  t o  i n c o m e  e a r n e d  or r e c e i v e d  a f t e r  D e c e m b e r  31, 197*1-

“ S e c .  *1. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . *  

0 7 0 ( c ) .

■



02-0010 (REV. 08-73)

MEMORANDUM
T0. Senator Bill Ray

Chairman, House Finance Committee 
State of Alaska FILE NO: 

TELEPH O N E  NO:

FROM : Gary L. Jenk 
Director j 

Audit Divisf

S U B JE C T : Add i tion

During a recent hearing on SB 510, I requested the committee to consider 
including in the bill as an additional section, an amendment to 
AS *43.20 which would clarify a wording error in HB 212 which was enacted 
last year. The requested change that I gave to the committee was in a 
very poor format, for which I apologize. The draft language should have 
read:

*Sec. *4 AS i43.20.031 (c) is amended to read:

(c) In computing the tax under this chapter, the taxpayer 
Is not entitled to deduct [FROM THE ADJUSTED GROSS INCOME STATE 
INCOME TAXES] any taxes based on or measured by net income.

If possible, it would be advantageous t have the above amendment effective 
January 1, 1975 so as to preclude any confusion on the part of taxpayers as to 
whether this is a change in the law which would be interpreted differently 
than the current language. Our interpretation will be the same, the 
amendment is merely to clarify the language, primarily for multi-state 
taxpayers.

If you have any further questions regarding this amendment or HB 510, 
feel free to contact me.

GLJ: 1c

cc: R. D. St e v e n s o n

F r e d e r i c k  P. B o etsch



Original sponsor: Rules Committee
by request of the Governor

IN T H E  S ENATE BY THE F I N ANCE COMMITTEE

CS F O R  SENATE BILL NO. 510 

IN T H E  LE G I S L A T U R E  OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BI L L

For an A ct entitled: "An Act relating to the Alaska Net Income Tax Act; and

pro v i d i n g  for an effective date."

BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. AS <13.20.031f*O is amended by adding a new paragraph to read:i
(3) the exc usion from gross income of Interest on certain

I

government obligations under sec. 103 3f the Internal Revenue Code (26
I

U.o.o. sec. lu^^ ue cu.l0n6u exec it that thr* Interest on obligations

. ! 
of the District of Columbia, other sta;es, territories, and possessions

of the United States, and the political subdivisions of those other

states, territories and possessions of the United States are not exempt

from the tax imposed by this chapter.

* Sec. 2. AS <13.20.021(a) Is amended to read:

(a) Subtitle F  and chapter 1 of subtitle A of the 195*1 Internal

Revenue Code, Public Law 83-591, as amended, are adopted by reference as

a part of this c h a p t e r , except that these provisions of the Internal 

Revenue Code adopted after December 31 1975 which change or m odify ex­

emptions ''rom tax or credits against tr x are not adopted by reference as

a part of this chapter until the seconc January 1 following the ef f e c­

tive date of the federal l a w . These pcrtions of the Internal Revenue 

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

or m o d i f i e d  by other provisions of this chapter.

* Sec. 3 . A S  <13.20.021 is amended by adding new subsections to read:

(e) For the purpose of calculating the maximum tax rate on earned 

Income as provided for in sec. 13<l8 of the Internal Revenue Code (26

-1- . CSSB 510



U.S.C. sec. 13*18), the rate is 9.5 per cent for individuals.

(f) For the purpose of calculating the m i n i m u m  tax on tax p r e f e r­

ences provided for in secs. 56 -58 of the Internal Revenue Code (26 

U.S.C. secs. 56-58), the rate is 16 per cent for individuals and 18 per 

cent for corporations of the applicable m i n imum federal tax rate.

* Sec. 4. AS 43. 2 0 . 0 3 1 ( b ) ( 2 )  is repealed and re-enacted to read:

(2) pensions and annuities received from qualified plans 

appr o v e d  under Bees. 401-415 of the Internal Revenue Code (26 U.S.C. 

secs. 401-415) as amended;

0 Sec. 5. AS 4 3.20.031(c) is amended to read:

(c) In c o mputing the tax under this chapter, the taxpayer is not

Ie n t i t l e d  t o  G e a u c t  a n y  t a x e s  p a s e c t  o n  o r  rn& asurc-d b y  n e t  In c o m e  Li'HUM 
T H E  ADJU S T E D  GROSS 111001® STATE INCOHE TAXES].

* Sec. 6. Sections 1, 2 and 4 of this Act are retroactive to January 1, 

1976.

K Sec. 7- Sections 3 and 5 '•f this Act are retroactive to J a n uary 1, 1975! 

and apply to Income earned or received after December 31, 1974.

* Sec. 8. This Act takes effect immediately in accordance wi t h  AS 01.10.- 

070(c).

CSS B  510 -2- 11



' MEMORANDUM State of Alaska
to: Senate Finance Committee 

Alaska State Legislature 
State Capitol Building

d a t e :  April 7, 1976

FILE NO:

TELEPH O N E  NO:

f r o m :  Gary L. Jen 
Di rector 
Audit Divis

s u b j e c t :  Proposed Amended SB 510

In response to your request, attached is a schedule of the amount of tax 
billed for.1972, 1973 and 197^ because of our disallowance of the maximum 
tax rate. As you can see the total tax billed was $252,500 plus interest 
of $26,500. If Section A of the proposed amendment to SB 510 were enacted, 
then this amount of tax would have to be refunded.

I would suggest a further change in the bill in light of the committee's 
expressed concern of keeping our rates, whenever possible, at a consistent 
percentage of the federal. I suggest Section 3(f) be modified to 
read "the rate is 16 percent for individual and 18 percent for corporations 
of the current federal minimum tax rate." This way if Congress raises 
the federal minimum tax rate, our rate would automatically follow along with 
that change.
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State of Alaska
TO: Senate Finance Conmittee 

Alaska State Legislature 
State Capitol Building

DATE : April 7, 1976

FILE NO:

T E LE PH O N E  NO:

f r o m :  Gary L. Jen 
Di rector 
Audit Divis

s u b j e c t :  Proposed Amended SB 510

In response to your request, attached is a schedule of the amount of tax 
billed for 1972, 1973 and 197*1 because of our disallowance of the maximum 
tax rate. As you can see the total tax billed was $252,500 plus interest 
of $26,500. If Section *1 of the proposed amendment to SB 510 were enacted, 
then this amount of tax would have to be refunded.

I would suggest a further change in the bill in light of the committee's 
expressed concern of keeping our rates, whenever possible, at a consistent 
percentage of the federal. 1 suggest Section 3(f) modified to 
read "the rate is 16 percent for individual and 18 percent for corporations 
of the current federal minimum tax rate." This way if Congress raises 
the federal minimum tax rate, our rate would automatically follow along with 
that change.

GLJ : L c
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5  ^
AS ^3.20.031(c) is amended to read:

(c) In computing the tax under this chapter, the taxpayer is not entitled to 

deduct [from the adjusted gross incomef^ny taxes based on or measured by net income

o
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Introduced: 1/15/76
Referred: Finance

BY THE RULES C O MMITTEE BY 
IN THE SENATE R E Q U E S T  OF THE G O V E R N O R

SENATE BIL L  NO. 510 

IN THE LEGISL A T U R E  OF T HE STATE OF ALASKA 

NINTH LE G I S L A T U R E  - S E C O N D  SESSION 

A BILL

For an Act entitled: :'An Act relat ng to the Alaska Net Income Tax Act; and

p r o v i d i n g  for an e f fective date."

BE IT E N A CTED BY THE L E G I S LATURE OF THE S T A T E  OF ALASKA:

# Section 1. AS *43. 2 0 . 031(a) is a m e nded by adding n ew paragraphs 

to read:

(3) the benefits of n o n r e c o g n i t i o n  of gain on the sale 

or exchange of certain prope r t y  under secs. 1031, 1033 and 103*4 

of the Internal Revenue Code (26 U.S.C. secs. 1031, 1033 and

103*4) are allowed only to taxpayers who purchase or exchange the

property within the state.

(*4) the exemption of interest on certain government 

obligations under sec. 103 of the Internal Revenue Code (26 

U.S.C. sec. 103) shal? be allowed except that the interest on 

obligations of ot h e r  states and the p o litical subdivisions of 

those other states are not exempt from the tax imposed by this 

chapter.

* Sec. 2. AS *43. 20. 021(a) is amended to read:

(a) Subtitle F and chapter 1 of subtitle A of the 195*4 

Internal Revenue Code, Public Law 83-591, as amended, are adopted 

by reference as a part of this c h a p t e r , except that those provisions 

of the Internal Revenue Code adopted after December 31. 1975 

which change or modify exemptions from tax or credits against tax 

are not adopted by reference as a part of this c h a p t e r . These 

portions of the Internal Revenue Code have full force and effect

-1- SB 510
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under this chapter unless excepted to or modi f i e d  by other provisions 

of this chapter.

* Sec. 3* AS 43.20.021 is a m e nded by adding a new subsection to 

read:

(e) For purposes of calculating the m i n i m u m  tax on tax 

preferences under sec. 56 of the Internal Revenue Code (26 U.S.C. 

sec. 56), the rate is five per cent.

* Sec. 4. This Act is retroactive to January 1, 1976.

* Sec. 5. This Act takes effect immediately in accordance wi t h  AS

01.10.070(c).
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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 3 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  to 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  is 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 ,  t o  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  is c ' I n  

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  StaL.- a.-. . 

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 ,  iv 
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 o 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 ,  the 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  s e c .  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  in 
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 .  I n  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  the n e w  p r o p e r t y  i s  s o l d  i n  t h e  
f u t u r e .  If t h e  n e w  p r o p u ^ 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 L  c i 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  t h e  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  lx 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  1 0  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 e  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 J a s k n  

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  
Governor*



I

2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

2 7

28

2 9

V  "

Introduced: 1/15/76
Referred: Finance

BY THE RULES COMMITTEE BY 
IN THE S ENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 510 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH L EGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska Net Income Tax Act; and

p r oviding for an effective date."

BE IT ENACTED BY T HE LEGISLATURE OF T HE STATE OF ALASKA:

* Section 1. AS *13.20.031(a) is amended by adding new paragraphs 

to read:

(3) the benefits of n onrecognition of gain on the sale 

or exchange of certain property under secs. 1031, 1033 and 103** 

of the Internal Revenue Code (26 U.S.C. secs. 1031, 1033 and 

103*0 are allowed only to taxpayers who purchase or exchange the 

property w ithin the state.

(4) the exemption of interest on certain government 

o bligations under sec. 103 of the Internal Revenue Code (26 

U.S.C. sec. 103) shall be allowed except that the interest on 

o bligations of other states and the political subdivisions of 

those other states are not exempt from the tax imposed by this 

chapter.

* Sec. 2. AS *13.20.021(a) is amended to read:

(a) Subtitle F and chapter 1 of subtitle A of the 195*1 

Internal Revenue Code, Public Law 83-591, as amended, are adopted 

by reference as a part of this c h a p t e r , except that those provisions 

of the Internal Revenue Code adopted after December 31. 1975 

w h i c h  change or modify exemptions from tax or credits against tax 

are not adopted by reference as a part of this c h a p t e r . These

portions of the Internal Revenue Code have full force and effect
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