COMMITTEE REPORT

2/16/76
SENATE

Hr . President: Dote

) The Committee on FINANCE has had sSB A

allowing deduction for federal 1income taxes paid on incomd"ffom Alaska sources
under consideracion. A Major ity of the members of the Committee
( ) recommends it DO PASS
( ) recommends it DO NOT PASS
( ) recommends it DO PASS WITHATTACHED AMENDMENT(S)
( ) recommends it BE REPLACEDWITH CSFOR 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 reoort:

Members NOT concurring in the Majority report:

recommend s :

recommends:

recommends:

recommends:

recommend s :

Cha i rman
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Introduced: 2/16/76
Referred: Finance

IN THE SENATE BY CHANCE
SENATE BILL NO. 655
IN THE LEGISLATURE OF THE STATE OF ALA3KA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act allowing a deduction for federal 1income taxes

paid on income from Alaska sources; and providing for
\ 1 ) (AT

- ‘o

i 9 1 an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section x. AS *13*20.031 is amended by adding a new subsection to read:
(h) In computing the tax under this chapter, the taxpayer is en—
titled to deduct from the adjusted gross income the amount of federal
income tax paid in the last taxable year on income from Alaska sources.
This amount is to be adjusted for refunds received, and additional taxes

assessed after April 15 of that year.

* Sec. 2. This Act takes effect January 1, 1978.
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Introduced: 2/16/76
Referred: Finance

IN THE SENATE BY CHANCE
SENATE BILL NO. 655
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act allowing a deduction for federal income taxes

paid on income from Alaska sources; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS il3.20.031 is amended by adding a new subsection to read:
(h) In computing the tax under this chapter, the taxpayer is en—
titled to deduct from the adjusted gross income the amount of federal
income tax paid in the last taxable year on income from Alaska sources,
inis amount 1is to be adjusted for refunds received, and additional taxes
assessed after April 15 of that year.

# Sec. 2. Th.L: Act takes effect January 1, 1978.

s SB 655



Introduced: 2/16/76
Referred: Finance

IN THE SENATE BY CHANCE
SENATE BILL NO. 655
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act allowing a deduction for federal income taxes
paid on income from Alaska sources; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:
* Section 1. AS ”73.20.031 is amended by adding a newsubsection to read:
(h) In computing the tax under this chapter, the taxpayer is en—
titled to deduct from the adjusted gross income the amount of federal
income tax paid in the last taxable yearon income from Alaska sources.
This amount is to be adjusted for refunds received, and additional taxes
assessed after April 15 of that year.

* Sec. 2. This Act takes effect January 1, 1978.

H -1- SB 655



HEIMHTMEXT OF REVENUE
OFFICE OF THE COMMISSIONER ~ j  POUCH S - JUNEAU 998l

February 23, 1976

The Honorable Bill Ray
Chairman

Senate Finance Committee
Alaska State Legislature
State Capitol Building
Juneau, Alaska

Re: Senate B ill No. 655
Dear Senator Ray:

Senate B ill No. 655, an Act allowing a deduction for federal income taxes

paid on income from Alaska sources was introduced it. the Senate on February

16, 1976 and was referred to the Senate Finance Committee.

For the consideration of the Senate Finance Committee, | am enclosing a
Fiscal Note and accompanying memorandum prepared by Mr. Gary L. Jenkins,
Director, Audit Division, Department of Revenue concerning effect on
income tax revenues.

If you or any members of the Senate Finance Committee have any questions
on the material submitted, please telephone the writer at 465-2397 and |

will contact Mr. Jenkins for further material or testimony at a hearing.

Very truly yours,

R. D. Stevenson
Special Assistant

Enclosure

cc: The Honorable Genie Chance
Sponsor, Senate B ill No. 655

Gary L. Jenkins
Director, Audit Division
Department of Revenue
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THE LEGISLATURE OF THE STATE OF ALASKA

FISCAL
Second Session

REQUEST

Bill No.
Title: Deduction for fed.

Requested by: R. D. Stevenson
Return Date Requested: 2-20-76
Agency: Revenue

Senate Bill 655

FISCAL DETAIL
Budget Request Unit(s) Affected:

A. EXPENDITURES:

OBJECT FY 76
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

COMMODITIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS, ETC.

TOTAL

None None

B. FUNDING: (Thousands of dollars)

None None

GENERAL FUND
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY
MAN MONTHS (P./T.)

ANALYSIS  (See Fiscal

N/ZA

ATTACHMENTS
See attached

DATE PREPARE

Legislative Finance
Budget and Management

NOTE
- Ninth Legislature

FY 77

o /o0
0 /o0

Note Preparation

Program:

/

Date: z-18-"/b

income taxes paid on income from AK sources, ett. date.

Audit

None

(Thousands of dollars)

FY 78 FY 79 FY 80

None None None

None None None

0/ O
_O/O

070
070

Instructions, Section 111)

Prime Sponsor (First Legislator Named)

Fy 81

None

None

NN
oo



VEMORANDUM State of Alaska

tor, d. Stevenson date: February 20, 1976
Assistant to the Commissioner
Department of Revenue FILE NO:

TELEPHONE NO

FROMcary 1. Jen SUBJECT: Senate Bill 655
Di rector
Audit Divisi

This bill would allow the deduction of federal 1income taxes paid on computing
taxable 1income for Alaska purposes. The impact of this legislation would be
rather significant. Anticipating that the average Alaska taxpayer will have a
taxable income of $12,000 and using the FY 76 anticipated receipts, the State
would experience a loss of individual 1income tax revenue of approximately
$9,500,000. In the Corporate Income Tax area where the total anticipated re—
ceipts is $26,670,000 for FY 76, there would be a loss of approximately
$10,700,000 or a total 1loss of $30,200,000. In 1978 the revenue loss should be
10-20% greater than the above and escalate up in subsequent years.

This type of legislation would in essence constitute a major cut in the Alaska

tax rate. This also goes against the basic philosophy of most taxation methods
where a lower level taxing authority would allow as a deduction the taxes paid
to the next higher level. In most taxing situations, including our current one,

this operates 1in the reverse.

If the Legislature *s interested in reducing the Alaska Income Tax rate, |1 would
suggest they do it by a direct change in the rates rather than adding all Kkinds
of special credits or deductions to the current lav/.

GLI/bjm

Attachment
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Introduced: 2/16/76
Referred: Finance

IN THE SENATE BY CHANCE

For

SENATE BILL NO. 655
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION

A BILL

an Act entitled: "An Act allowing a deduction for federal income taxes

paid on income from Alaska sources; and providing for

an effective date."

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

*

*

Section 1. AS 113.20.031 is amended by adding a new subsection to read:

(h) In computing the tax under this chapter, the taxpayer is en-
titled to deduct from the adjusted gross income the amount of federal
income tax paid in the last taxable year on income from Alaska sources.
This amount is to be adjusted for refunds received, and additional taxes
assessed after April 15 of that year.

Sec. 2. This Act takes effect January 1, 1978.



K| /
/ JAY S. HAMMOND, GOVERNOR

February 23, 1976

The Honorable B ill Ray
Chairman

Senate Finance Committee
Alaska State Legislature
State Capitol Building
Juneau, Alaska

Re: Sen* . Jill No. 655
Dear Senator Ray:

Senate B ill No. 655, an Act allowing a deduction for federal income taxes
paid on income from Alaska sources was introduced in the Senate on February
16, 1976 and was referred to the Senate Finance Committee.

For the consideration of the Senate Finance Committee, | am enclosing a
Fiscal Note and accompanying memorandum prepared by Mr. Gary L. Jenkins,
Director, Audit Division, Department of Revenue concerning effect ou
income tax revenues.

If you or any members of the Senate Finance Committee have any questions
on.the material submitted, please telephone the writer at 465-2397 and |

will contact Mr. Jenkins for further material or testimony at a hearing.

Very truly yours

R. D. Stevenson
Special Assistant

Enclosure
cc: The Honorable Genie Chance
Sponsor, Senate B ill No. 655

Gary L. Jenkins
Director, Audit Division
Department of Revenue



- THE LEGISLATURE OP THE STATE OP ALASKA
FISCAL 1JOTE

Second Session - Ninth Legislature
I. REQUEST
Bill No. Senate Bill 655 _
Title: Deduction for fed, income taxes paid on income trom Ak sources, eft, date.
Requested by: R. D. Stevenson Date: z-i8-"/b ~
Return Date Requested: 2-20-76
Agency: Revenue Program: Audit

I1. FISCAL DETAIL
Budget Request Unit(s) Affected: None

A.  EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 "TRAVEL
300 CONTRACTUAL
100 COMMODITIES
500 EQUIPMENT
600 LAND h STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL

None Hone None None None None
B.  FUNDING.: (Thousands of dollars)
GENERAL FUND None None None None None None
FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 0/0 10 /0 10/ 0 0/0 | o0/0 0o 7/

MAN MONTHS (P./T.) 0/0 © o0 10/ 0 0/0 j o0/ 0 0o 7/
111,  ANALYSIS (See Fiscal Note Preparation Instructic Section 111)

N/A

IV. ATTACHMENTS
See attached

V. DATE PREPARE

Original: Legislative Finance
cc: Budget, and Management
Prime Sponsor (First Legislator Named)

/s so



NVEMORANDUM State of Alaska

TOR. D. Stevenson date: February -20, 1976
Assistant to the Commissioner
Department of Revenue file no

TELEPHONE NO-

FROVgary | . SUBJECT: Senate Bill 655

Di rector
Audi t Divi si

This bill would allow the deduction of federal 1income taxes paid on computing
taxable income for Alaska purposes. The impact of this legislation would be
rather significant. Anticipating that the average Alaska taxpayer will have a
taxable 1income of $12,000 and using the FY 76 anticipated receipts, the State
would experience a loss of individual income tax revenue of approximately
$19»500,000. In the Corporate Income Tax area where the total anticipated re—
ceipts is $26,670,000 for FY 76, there would be a loss of approximately
«$10,700,000 or a total loss of $30,200,000. In 1978 the revenue 1loss should be
10-20% greater than the above and escalate up in subsequent years.

This type of legislation would 1in essence constitute a major cut in the Alaska

tax rate. This also goes against the basic philosophy of most taxation methods
where a lower level taxing authority would allow as a deduction the taxes paid
to the next higher level. In most taxing situations, including our current one

this operates in the reverse.

If the Legislature is interested in reducing the Alaska Income Tax rate, 1 woul
suggest they do it by a direct change in the rates rather than adding all kinds
of special credits or deductions to the current law.

GLJI/bjm

Attachment



. JAYS. HAMMOND. GOVERNOR

OmCE or THE COMMISSIONER POUCH S- JUNEAU 9SSlI

February 23, 1976

The Honorable B ill Ray
Chairman

Senate Finance Committee
Alaska State Legislature
State Capitol Building
Juneau, Alaska

Re: Senate Bill No. 655
Dear Senator Ray:

Senate Bill No. 655, an Act allowing a deduction for federal income taxes
paid on income from Alaska sources was introduced in the Senate on February
16, 1976 and was referred to the Senate Finance Committee.

For the consideration of the Senate Finance Committee, | am enclosing a
Fiscal Note and accompanying memorandum prepared by Mr. Gary L. Jenkins,
Director, Audit Division, Department of Revenue concerning effect on
income tax revenues.

If you or any members of the Senate Finance Committee have any questions
on the material submitted, please telephone the writer at 465-2397 and |
will contact Mr. Jenkins for further material or testimony at a hearing.

Very truly yours,

R. D. Stevenson
Special Assistant

Enclosure

cc: The Honorable Genie Chance
Sponsor, Senate Bill No. 655

Gary L. Jenkins
Director, Audit Division
Department of Revenue



THE LEGISLATURE OP THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature
I. REQUEST
Bill No. Senate Bill 655 ;
Title: Deduction for fed, income taxes paid on income trom AK sources, ett. date.
Requested by: R. D. Stevenson Date: Z-18-/b
Return Date Requested: 2-20-75"
Agency: Revenue Program: Audit

I1. FISCAL DETAIL
Budget Request Unit(s) Affected: None

A.  EXPENDITURES:" (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 Fy 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
A0O COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL
None None None None None None

B. FUNDING: (Thousands of dollars)

GENERAL FUND None None None None None None

FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 070 10 /0
MAN MONTHS (P./T.) 070

oo
NN
o o

NN
o
- —

I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

N/A

IV. ATTACHMENTS
See attached

V. DATE PREPARE

Original: Leg!slativc Finance
cc: Budget, and Management
Prime Sponsor (First. .egis lator Named)



NVEMORANDUM State of Alaska

tor. d. Stevenson date: February-20, 1976
Assistant to the Commissioner
Department of Revenue FILE NO:

TELEPHONE NO:

FROM(Jary 1 . Jen SUBJECT: Senate Bill 655
Di rector
Audit Divisi

This bill would allow the deduction of federal 1income taxes paid on computing
taxable 1income for Alaskapurposes. The impact of this legisla “nwould be
rather significant. Anticipating that the average Alaska taxp”/er will have a

taxable income of 12,000 and using the FY 76 anticipated receipts, the State
would experience a Jloss of individual 1income tax revenue of approximately

$19,500,000. In the Corporate Income Tax area where the total anticipated re—
ceipts 1is $26,670,000 for FY 76, there would be a loss of approximately
$10,700,000 or a total 1loss of $30,200,000. In 1978 the revenue loss should be

10-20% greater than the above and escalate up in subsequent years.

This type of legislation would in"essence constitute a maj"or cut in the Alaska

tax rate. This also goes against the basic philosophy of most taxation methods
where a lower level taxing authority would allow as a deduction the taxes paid
to the next higher level. In most taxing situations, including our current one,

this operates in the reverse.

If the Legislature is interested in reducing the Alaska Income Tax rate, | would
suggest they do it by a direct change in the rates rather than adding all Kkinds
of special credits or deductions to the current law.

GLJI/bjm

Attachment
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