


? 43.20.011 A la s k a  S t a t u t e s  S u p p le m e n tPart 2. Taxes. § 43.20.011

Chapter
21. Oil and Gas Corporate Income Tax (§§ 43.21.010 — 43.21.120) 
23. Permanent Fund Dividends (§§ 43.23.010 — 43.23.100)
45. School tax (Repealed)
75. Fisheries Taxes (§§ 43.75.010 —  43.75.140)
76. Salmon Enhancement Tax (§§ 43.76.010 — 43.76.030)

Chapter 20. Alaska Net Income Tax Act.Article
1 Persons Subject to Tax (§5 43 .20 .010 — 43.20.0451

Article 1. P e rson s Sub ject to Tax.
Sec tion
1 1 . Tax on individuals, fiduciaries, and

corporations
12. L im itation on application o f chapter;

credits
12 . Indiv idual tax credits
15 . (Repealed]
16 . Sharing o f corporate income tax reve­

nue w ith municipalities
17 . (Repealed]
2 1 . In te rna l Revenue Code adopted w*' 

reference 
30 . Returns and payment o f taxes

Section
31. Taxab le income o f residents;

deductions; exemptions 
33 . (Repealed]
35. [Repealed]
36. Federal tax deductions and credits
37 . Trade o r business energy conservation

credit
38. (Repealed.]
39 . [Repealed.j
40 . Income from sources in the state 
45 . [Repealed]

Sec. 43.20.011. Tax on ind iv idua ls , fidicu.aries, and 

co rp o ra tion s , (a) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 
SSSLA 1980.

fb) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(c) Repealed by § 10 ch 1 SSSL/ 1980 and § 9 ch 2 SSSLA 1980.
<d) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
<e) There is imposed for each taxable year upon the entire taxable

income o f every corporation derived from sources within the state a tax 
consisting o f a normal tax equal to 5.4 percent of taxable income, and 
a surtax which is equal to 4.0 percent o f taxable income, except that the 
tax on a corporation engaged in the production or transportation of 
rude oil or natural gas shall be determined and paid in accordance 

with AS 43.21. For tax years beginning after December 31,1979, the 
surtax exemption is 550,000. For controlled corporations described in 
secs. 1561 —  1563 of the Internal Revenue Code only one surtax 
exemption may be allowed for the controlled ; *-oup.

(f> Repealed by 
ch 70 SLA 1975; 
1980; am § 10 ch

E ffec t o f  am endrr 
amendment added a fo 
o f subjection <e).

Section 8 . ch. 1 1 3 ,!  
19S0 amendment. effe; 
and retroactive to J e 

fo rm er subsection (C' 
changes in the tax cc 
Sections 9 and 1 0  o f ch. 
subsection id) and sub 
11 o f ch. 113, effective 
retroactive to Januar 
form er subsection (f).

The second 1980 air. 
September 25 ,1980 anc 
uary 1 , 1980, repealed 
and (fi, concerning 
individuals and fiducia

The third 1980 ar.it 
September 25, 1980, i 
January 1 , 1979, made

Sec. 43.20.012. 
The tax imposed b 
fiduciaries. Howevi 
ter in order to recei' 
1980; § 2 ch 2 SSS

E ffec tive  date. —  S 
SSSLA 1980. and § H .c  
provide that this 6ec 
September 25, in acct 
01.10.070(c). Section 1 2  
that this section is retro 
1, 1980, and § 10 o f ch

Sec. 43.20.013. 1 
uary  1, 1981] A re;
exceed $50 for

(1) A contributk 
organization for use

(AJ; for a political
(i) President or V 

the candidate w ill b
(ii) United States
(iii) United State.*
(iv) governor or li
(v) the Alaska leg
(vi) delegate to ar
(vii) electoral conf

or

§ 43.20.012
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§ 43.20.031 A l a s k a  S t a t u t e s  S u p p l e m e n t § 43.20.031
fact. Where the state, to its detrim ent, 
re ly ing  on that lack of notice, as it 
reasonably could, failed to in stitu te  the 
statu tory mechanism for collection o f 
additional taxes, the taxpayers are

estopped from asserting the protection or 
the statute o flim ita tion s embodied in AS 
43.20 .200 bi. Stevenson v. Burgess, Suo 
Ct. Op. No. 1514 (F ile No. 2791 1 , 5 7 0  p o d 
728 (1977i.

£-sJL. _  Sec. 43.20,031. Taxab le income o f residents; deductions- 
exemptions, (a) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2
SSSLA 1980.

<b) Repealed by § 10 ch 1 SSSLA 19S0 and § 9 ch 2 SSSLA 1950,
(et An affiliated group o f corporations may make or the commis­

sioner may require them to make a consolidated return for the taxable 
year in place of separate returns. For purposes of calculating the 
amount of tax payable by the group under a consolidated filing, 
Internal Revenue Code secs. 1501 — 1552, as amended, apply.

(f) -Repealed by § 10 ch 1 SSSLA 19S0 and § 9 ch 2 SSSLA 19S0.
(g) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(h) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1930.
(i) A corporation which is a member o f a group of unitary 

corporations which collectively has income from business activity 
taxable both inside and outside the state, or income from other sources 
both inside and outside the state, shall determine its in.^me from 
sources in this state by use of the combined method of accounting, 
(am § 1 ch 8 SLA 1978; am § 235 ch 100 SLA 1980; am §§ 14 — 17 ch
113 SLA 1980; am § 10 ch 1 SSSLA 1980; am § 9 ch 2 SSSLA 1980)

R ev iso r 's  note . —  For the specific 
provisions detailing the handling o f the 
m inimum  deduction and refund 
procedures for 1977, see secs. 3 —  5 , ch. 8 , 
SLA It* 1 ? in the 1978 Temporary and Spe­
cial Acts a id Resolves.

C ro s s  . s fe rence . — As to tax 
exemption for permanent fund dividends, 
beo AS 43 .23 .090.

E ffe c t  o f  am endm ents.
The 1978 amendment added paragraph 

i4i o f fo rm er subsection (al.
Section 235, ch. 100, SLA 1980, the firs t 

1980 amendment, effective Jnnua ry  1 . 
1981, in  former subsection (O, inserted 
"who is a resident o f the s la te "  and 
substituted "S100" fo r "550" n ea r the 
beginning of the subsection.

Sections 14, 15, and 17, ch. 113 , SLA 
1980, the second 1980 amendment, 
effective June 21. 1980, und retroactive to 
Jnnuary 1 ,1980 , rewrote paragraph (3i o f 
former subsection (a), in subsection (el, 
deleted 'u r  combined" following "mnke a 
consolidated" in the firs t sentence, and

added subsection (i). Section 16 o f ch. 113, 
effective June 21 , 1980, and retroactive to 
Junuary 1, 1977, added the second sen­
tence in former subsection (h).

The third 1980 amendment, effective 
September 25 , 1980, and retroactive to 
January  1, 1980, repealed subsections (a 1, 
(b), (O, (g), und (hi.

The fourth 1980 umendment, effective 
September 25 . 1980, and retroactive to 
January  1, 1979, made the same changes 
as the second 1980 amendment.

As the rest o f the section was not 
affected by the amendments, it is not set
out.
E d ito r's  note . — Section 52, o f this Act. 
effective June 21 ,1980 , m a k e s  sections 14, 
15, nnd 17 o f the Act applicable to .ox years 
beginning a ffc r December 31, 1 i id .

Fo r legislative findings and purpose of 
the third and fourth 1980 amendments, see 
§ 1, ch. 1, SSSLA  19S0, and § 1, ch. 2. 
SSSLA 1980, in the I9 6 0  Tem rorno' and 
Special Acts and Resolves.

§ 43.20X33 
Sec. 43.20.1
Repealed b; 

effective Sept)
E d ito r ’s note 

derived from  § II 
For legislative 

repealing acts, se 
and § 1 , ch. 2, S 
Temporary and S,

Sec. 43.20J 
residents.

Repealed b; 
effective Septt

Ed ito r's  note, 
derived from § 6 . 1  
8 . SLA 1978; § 1. 
ch. 113, SLA  198)

Sec. 43.20.1
(d) Repealet
(e) Repealec
(f) Repealed
(g) Repealet
(h) Repealet
(i) Repealed 

(am§ 3ch22S 
1980)

E ffec t o f  omc 
1980 amendment 1 
(i).

The second 198 
September 25, 15 
January 1, 1980 , 1 
—  (i).

The th ird  1980 
.September 25, anc 
1 ,1979, made thei 
ond 1980 amendm

Sec. 43.20.0 
[E ffective Ja i 
ness is allowec 
percent of the
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from, asserting the protection o f 
•e o f '.imitations embodied in AS 
1". Stevenson v. Burgess. Sup. 
o. 1514 'F ile No. 2791'. 570 P.2d

EMENT § 43.20.031

residents; deductions; 
3SLA 19S0 and § 9 ch 2
'id § 9 ch 2 SSSLA 1980. 
lav make or the commis- 
lted return for the taxable 
rposes of calculating the 
ler a consolidated filing, 
as amended, apply, 
id § 9 ch 2 SSSLA 1980. 
nd § 9 ch 2 SSSLA 1980. 
nd § 9 ch 2 SSSLA 1980. 
o f a group of unitary 

e from business activity 
income from other sources 
termine its income from 
. method of accounting.
A 1980: am §§ 14 — 17 ch 
im § 9 ch 2 SSSLA 1980)
section (i). Section 16 o f ch. 113, 
une 21 , 1980, and retroactive to 
1. 1977 , added the second sen- 
in n e r subsection ih). 
rd 1950 amendment, effective 
r 25 . 1980, ar.d retroactive to 
, 1960 . repelled  subsections <ai,
. and ’ hi.
rth i9 6 0  amendment, effective 

25 . 1550. and retroactive lo  
1979, made the same changes 

nd 1960 amendment, 
rest o f the section was not 

c the amendments, it is not set

u itc. —  Section 52, o f this Act, 
une 21 ,19 60 , m akes sections 14. 
of the Act npp lic ib le to tax years 
a fte r December 31, 1979. 
ila t iv e  findings and purpose o f 
id fou rth  1980 amendments, see 
SSSLA  19SO, mrf 1 1. ch. 2. 

-.0, in the I9 6 0  Temporary and 
ts ar.d Resolves

r  § 43.20.033 R e v e n u e  a n d  T a x a t io n  § 43.20.037
Sec. 43.20.033. Taxab le income o f fid uc ia ry .
Repealed by j  10 ch 1 SSSLA 1980 and j  9 ch 2 SSSLA 1980, 

effective September 25, 1980.
E d ito r's  n o te . The repealed section 

derived frcm § 18. ch. 113. SLA 1980.
F c r le p s la t iv e  f i r in g s  and purpose, o f 

repealing acts, see § l.c h . 1 , SSSLA 1980, 
and § 1, ch. 2. SSSLA 19S0, in the 19S0 
Temporary and Special Acts and Resolves.

L eg is la tiv e  h istory' re p o r t . — For 
report on ch. 8, SLA  1978 <HB 662>, see 
1978 House Jou rna l pp. 110, 173; Senate 
Jou rna l, p. 243.

Sec. 43.20.035. Taxab le income o f nonresidents and part-year 
residents. •

Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980, 
effective September 25, 1980.

E d ito r '9 n o te . — The repealed section For legislative findings and purpose o f 
derived from § 6 , ch. 70, SLA  1975; § 2. ch. repealing ac??, see § 1, ch. 1, SSSLA 1980, 
8. SLA 1578; 5 1, ch. 64, SLA  1980; § 19, and § 1. ch. 2, SSSLA  1980, in the 1980 
ch. 113, SLA 1980.

Sec. 43.20.033. Federa l tax deductions and credits.
(d) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(e) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(f) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(g) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(h) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(i) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 19S0. 

(am § 3 ch 22 SLA 1PS0; am § 10 ch 1 SSSLA 1980; am § 9 ch 2 SSSLA 
1980)

E ffec t o f  am endm en ts . — The first As the rest o f the section was not 
1960 amendment acred fo rm er subsection affected by the amendment, it is not set 
(i ) . out.The second 1980 irrendment, effective E d ito r 's  note . — Fo r legislative 
September 25 , I960 , and retroactive to findings and purpose of the second and 
January 1, 1960 , repealed subsections <d) third 1980 amendments, see § 1, ch. 1, 
—  (i). SSSLA 1980. and § 1, ch. 2 . SSSLA I960 ,

The third 19S0 amendment, effective in the 1980 Temporary and Special Acts 
September 25 . and retroactive to January  and Resolves.
1 ,1979 , made the same changes as the sec­
ond 1960 amendment.

Sec. 43.20.037. T rade o r business energy conservation credit 
[E ffective Janua ry  1, 19811. 'a) A person engaged in a trade or busi­
ness is allowed :_ 5 a credit against the tax due under this chapter 35 
percent of the ccst o f



5151 FAIRBANKS STREET • ANCHORAGE, ALASKA 99503 • PHONE (907) 275-2010

March 4, 1981

Senatoi Bob Mulcahy 
Pouch V

Juneau, Alaska 99811 

Dear Senator Mulcahy:

VECO, Inc. is an oil field services company and employs some 1400 people in 
the State of Alaska. We support the "Alaska Support Industry Allian e" in 

the repeal of corporate income taxes, A.S.43, Chapter 20, including the 
special oil and gas income tax A.S.43, Chapter 21.

Sincerely,

/ ./ .c C S
f R. V. Christ 

Pres ident

RVC:VJM: lh



Official Bus'ness

ink l e g i s l a t u r e

Senate
CommiUee on £a5or & Commerce Pouch V 

State Capitol 
Juneau, Alaska 99811

S u m m a r y  - S B  20 b y  S e n a t o r  R o d e y

" A n  A c t  r e l a t i n g  t o  c o r p o r a t e  i n c o m e  t a x e s :  e x e m p t i n g  
a p o r t i o n  o f  t h e  i n c o m e  o f  a c o r p o r a t i o n  f r o m  t a x a t i o n  

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

- S B  35 b y  S e n a t o r  Z i e g l e r  & B r a d l e y

" A n  A c t  r e l a t i n g  t o  c o r p o r a t i o n  i n c o m e  t a x 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  e x e m p t i n g  a p o r t i o n  o f  

t h e  i n c o m e  o f  a  c o r p o r a t i o n  f r o m  t a x a t i o n  u n d e r  t h a t  

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 . "

F i g u r e s  b a s e d  o n  r e t u r n s  f i l e d  i n  1 9 7 9  w i t h  a s s u m p t i o n  t at 1 9 8 0  f i g u r e s  w i l l  

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

t a x e s  f o r  1 9 8 1  = 35 m i l l i o n  a n d  1 9 8 2  = 3 6  m i l l i o n  d o l l a r s .

S B  20 _________ S B  35
•

E x e m p t i o n  f o r  c o r p o r a t i o n s

f r o m  i n c o m e  t a x  $ 1 5 0 , 0 0 0 . 0 0

E x e m p t i o n  f o r  c o r p o r a t i o n s  

f r o m  i n c o m e  t a x $ 2 5 0 , 0 0 0 . 0

R e p e a l s  S u r t a x  E x e m p t i o n R e t a i n s  S u r t a x  E x e m p t i o n

R e p e a l s  s e c .  4 3 . 2 0 . 0 3 1  - 

D u p l i c a t e  l a n g u a g e  c o v e r e d  u n d e r  
4 3 . 2 0 . 0 3 3  (b) & (d)

R e p e a l s  se c .  4 3 . 2 0 . 0 3 1  - 

s a m e  a s  S B  20

R e t r o a c t i v e  c l a u s e  t o  J a n .  1, 1 9 8 1  
o n  c o r p o r a t e  e x e m p t i o n

R e t r o a c t i v e  c l a u s e  t o  Jan. 

o n  c o r p o r a t e  e x e m p t i o n
1, 1 9 8 1

4 3 . 2 0 . 0 3 1 ( r e p e a l o d  a b o v e )  is 
r e t r o a c t i v e  t o  J n. 1, 1 9 8 1

4 3 . 2 0 . 0 3 1  ( r e p e a l e d  a b o v e )  

r e t r o a c t i v e  t o  J a n .  1,
is
1 9 8 1

E f f e c t i v e  D a t e  C l a u s e  - i m m e d i a t e l y E f f e c t i v e  D a t e  C l a u s e  - i m m e d i a t e l y

R e t u r n s  e x e m p t  f r o m  i n c o m e  t a x  9 0 . 2 3 %  
e q u a l  to 4 , 9 3 5  r e t u r n s

R e t u r n s  e x e m p t  f r o m  i n c o m e  
e q u a l  to 5 , 0 9 6  r e t u r n s

t a x  9 3 . 1 7 %

R e p e a l  s u r t a x  e x e n . p t i o n = 3 4 %  e l i m i n a t e d R e t a i n  s u r t a x  e x e m p t i o n = 4 5% e l i m i n a t e d

F Y  82 r e v e n u e  l o s s e s  1 2 . 2  M  
F Y  83 " 1 4 . 6  M  

F Y  34 " 1 7 . 3  M

F Y  82 f e v e n u e  l o s s e s  
F Y  8 3 

F Y  8 4

1 6 . 1  M 

1 9 . 4  M  

2 2 . 9  M

A p p r o x .  9 4 %  c o r p o r a : e  r e t u r n s  e x e m p t A p p r o x .  9 6 %  c o r p o r a t e  r e t u r n s  e x e m p t

F I G U R E S  B A S E D  O N  A N N U A L  A M O U N T  O F  5 , 4 7 0 R E T U R N S ................ ...................



SB 20

Sec 1, AS 4 3 . 2 0 . 0 1 1 ( e )  a m e n d s  p e r c e n t a g e  of t a x e s  f r o m  5.4 
to 9.4. a n d  r e p e a l s  s u r t a x  of 4.0%. T a x  on a c o r p o r a t i o n  
e n g a g e d  in t r a n s p o r t a t i o n  o f  c r u d e  oil o r  n a t u r a l  gas shall 
b e  d e t e r m i n e d  and p a i d  in a c c o r d a n c e  w i t h  A.S. 43.21.

| SB 20
S e c t i o n  4 3 . 2 0 . 0 3 3  p r o v i d e s  for $ 1 5 0 , 0 0 0  exemption.

SB 3? lo)
S e c t i o n  4 3 . 2 0 . 0 3 3 ' p r o v i d e s  for $ 2 5 0 , 0 0 0  exemption.

SB 20

j S e c t i o n  4 3 . 2 0 . 0 3 3  (b) is the sa me as SB 35

SB 20
4 3 . 2 0 . 0 3 3  (c) is t h e  same as SB 35.

SB 20
4 3 . 2 0 . 0 3 3  (d) is t h e  same as SB 35.

4 3 . 2 0 . 0 3 1  is r e p e a l e d  in b o t h  SB 35 a n d  SB 20^

SB 20
S e c t i o n s  1-3 r e t r o a c t i v e  1/1/81 a n d  a p p l y  to t a x  years b e g i n n i n g  
1 2 / 3 1 / 8 0

SB 35
S e c t i o n s  1-2 r e t r o a c t i v e  1/1/81 a n d  a p p l y  to t a x  year s b e g i n n i n g  
12/31/30.

I m m e d i a t e  e f f e c t i v e  date s a m e  in both bills.



e»ee»a k t m e ::vt o f  e i k v f m e
OFFICE OF THE COHUISSICM

POUCH S
JUNEAU. ALASKA 99811 
PHONE: (907) 465-2300

JAY 5. HAMMOHD, GOVERNOR

January  3 1 j 1951

The ■‘rnora’.'le Bob Tulcahy 

Chr.ir~.an
pename Labor Commerce Committee 

F.oon 119 - Camitol ^uildin-

Junesu, Tl^ska

~e: -cn-te “ill To. 20

Tear Tenrtor ’Mlcahyj

Senate Bill ’*o. 20, an ict rel nti to corporate ir.oone taxes; exemotinr a 

oortion o the incone o'* a cormor-T&ion from tr:*--ticn under the Alaska lict 
Incore Tax Act and repealing the surtax exer.pti:n under thrt Act, was 

introd ‘ced in the 8en~te o~ Janvrry 13, 1981 ar.d was referred to the 

Senate La1,or T C o m e r c e  and Tinance Committees.

”or 'he consideration of the Senate Labor £•_ Correrce Committee, I am 

enclosing co-ies of "iscal Totes prepared b y  !!r. S:ry Jenkins, Director, 
Audit Division and hr. Lance Tovir:, economist, Research Section o f  the 
Department of F.evenue concerning the pronosed legislation.

Sincerely,

P.. D. Stevenson 
Special Assistant

cc: The honorable Don Bennett
The Honorable 1 . S. Dankworth 

Co-Chairmen

Senate 7inar.ce Committee

Jorerh ”, Donohue 

Deputy Commissioner 
Deoartment o'" Revenue

oqy- Jer.kins, Director 

’.adit Division 
"ervrtreri or ’’̂vrnue

* u  ' co ! ovir, L c o n o n i s t  

-search Section 
' r.T'rtr.emt of Tovenue

CWD2LH
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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  

T W E L F T H  L E G I S L A T U R E

I
FISCAL NOTF.

I. REQUEST
Bill/Resolution No. S e n a t e  B i l l  No. 20 _______________________________________
Title A n  A c t  r e l a t i n g  t o  c o r p o r a t e  i n c o m e  t a x e s  ___________________

Requested bv S t e v e n s o n  Date 1 / 3 0 / 8 1

II. FISCAL DETAIL
Aeencv Affected D e p a r tm e n t  o f  R e v e n u e
Program Category Affected R e v e n u e  C o l l e c t i o n  And M anagem en t
3RU , Program, or Subprogram(s) Affected A u d i t  D i v i s i o n __________________________________
(Note: I f  more than one budget component s affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f Dollars) -  None

FY 81 FY 82 FY 83 FY 84 FY 85 .FY  86
100 PERSONAL SFRVICF.S
200 TRAVE l
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
•700 GRANTS. ( I.AIMS. ETC.

TOTAL

FUNDING (Thousands o f Dollars) “  None
GFNF.RAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS -  None

FU I.L  TIME
PART TIME
TEMPORARY

MI. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
S ee  a t t a c h e d  m em orandum  d a t e d  1 / 3 0 / 8 1  t o  M r. R .D .  S t e v e n s o n

IV. DATE J a n u a r y  1 > 1 9£ 1  PREPARED B1 ______
AGENCY R even u e  

Original: Legislative Finance PHONE 4 6 5 - 2  320
cc. Hi.Jcet anil Management

Prune Sponsor (First Legislator Named)
33- 001 <R. c0



MEMORANDUM State of Alaska
10: 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

DATE:
J a n u a r y  30, 1 9 8 1

FILE NO.

TELEPHONE NO:

FROM.
G a r y  L J 

D i r e c t o r  

A u d i t  D t

SUBJECT:  S Q  2 Q

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

s u b j e c t  to t h e  i n c o m e  t a x  i m p o s e d  by A S  4 3 . 2 0  of $ 1 5 0 , 0 0 0 .
T h i s  p r o p o s e d  t o t a l  e x e m p t i o n  f r o m  t a x  w o u l d  r e p l a c e  t h e  

c u r r e n t  s u r t a x  e x e m p t i o n  w h i c h  is c u r r e n t l y  in t h e  law. T h e  
s u r t a x  e x e m p t i o n  s e r v e d  to r e d u c e  t h e  r a t e  o n  the f i r s t  $ 5 0 , 0 0 0  

o f  t a x a b l e  i n c o m e  to 5 . 4 %  w h i l e  a l l  t a x a b l e  i n c o m e  o v e r  $ 5 0 , 0 0 0  
i s  s u b j e c t  to t h e  f u l l  r a t e  of 9.4%.

I n  a t t e m p t i n g  to a s c e r t a i n  t h e  e f f e c t  of t h i s  e x e m p t i o n  I h a v e  
r e v i e w e d  t h e  f i l i n g  i n f o r m a t i o n  f o r  t h e  r e t u r n s  f i l e d  in 1 9 7 9 .  

T h e  i n f o r m a t i o n  f o r  1 9 8 0  is n o t  y e t  a v a i l a b l e ,  h o w e v e r ,  t h e  
d a t a  r e l a t e d  to t h e  n u m b e r  of r e t u r n s  w h i c h  a r e  f i l e d  in t h e  

v a r i o u s  t a x a b l e  i n c o m e  l e v e l s  s h o u l d  r e m a i n  r e l a t i v e l y  
c o n s t a n t .  If t h i s  e x e m p t i o n  w e r e  e n a c t e d  i n t o  law, 9 0 . 2 3 %  of 

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

a n y  tax. T h e  a c t u a l  e f f e c t  of t h i s  e x e m p t i o n  w o u l d  be 

t a n t a m o u n t  to a r e p e a l  of t h e  t a x  e x c e p t  f o r  the v e r y  l a r g e  
d o m e s t i c  c o r p o r a t i o n s  a n d  t h e  m u l t i s t a t e  c o r p o r a t i o n s  w h i c h  d o  
b u s i n e s s  in A l a s k a .

A n y  l e g i s l a t i o n  o f  t h i s  n a t u r e  c o u l d  c a u s e  s e r i o u s  p r o b l e m s  f o r  
t h e  S t a t e  in i t ' s  d e f e n s e  of A S  4 3 . 2 1  b e c a u s e  of t h e  f a c t  t h a t  

n e a r l y  1 0 0 %  o f  d o m e s t i c  c o r p o r a t i o n s  w i l l  be e x e m p t  f r o m  tax, 

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

I t  is r e c o m m e n d e d  t h a t  v e r y  c a r e f u l  r e v i e w  b e  g i v e n  to a n y  

l e g i s l a t i o n  p r o v i d i n g  e x e m p t i o n s  f r o m  the i m p o s i t i o n  of t h e  
c o r p o r a t e  i n c o m e  tax.
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T W E L F T H  L E G I S L A T U R E

FISCAL NOTE

I. REQUEST
Bill/Resolution No. Senate D i l i  No. 20________________________________________________________
T it le ______________________________________________________________________________________________
Requested bv Senate Labor and Commerce_____________________________Date January  22. 1981

II. FISCAL DETAIL
Agency A ffected__________________________ Department o f  Revenue____________________________
Program Category Affected_________________ Revenue C o lle c t io n  and Management______________
BRU . Program, or Subprogram(s) Affected Aud it D iv is io n _____________________________________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f Dollars)

FY 81 FY 8 2 FY 8 3 FY 84 FY 35 .FY  8c
100 PERSON A1 SERVICES
^nn TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 FO riPM ENTcOO LAND A STRUCTURES
700 GRANTS. Cl AIMS. ETC.

T O T A L

M il l io n s  FUNDI NO ('RtacotKKis of Dollars)
G F N F R A1 E U N D (1 2 .2 ) ( 1 4 .6 ) (1 7 .3 )
FEDERAL FUNDS
0'IH ER  (Specify Fund Source)

POSI I'ION'S

FUt 1. TIME
PART TIME
TEMPORARY

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

This analysis is based on limited data winch is not necessarily a 
representative sample of the data which we do not hive. Although in­

complete. the data is the best that we have to date. For lack of more 
complete data, it was assumed that the data is a representative sample. 
Preliminary analysis indicates that, when repealing the surtax exemption 

and exempting the first $150,000 of taxable income, approximately 34 
percent of net corporate income taxes would be eliminated. The revenue 

losses would be about $12.2 million in FYo2, $14.6 pillion in FY83 and 
$17.3 million in FY84. Approximately 94 percent of corporate returns 
would be totally exempt from the Alaska income tax. However, other 

taxes such as personal holding company taxes, taxes from recomputing 

prior year investment tax credits and minimum taxes on tax preference items 
would be payable.

IV. DATE, dan uary 22, 1981________ P R E P A R E D  B Y  h-nce R a v i n , Economist 0_______________
A G E N C Y  Revenue________________________________________

Original; Legislative Finance P H O N E  465-2390__________________
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