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FISCAL NOTE
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FISCAL DETAIL
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Substantially all of the Internal Revenue Code provisions which
apply to Corporation Income Tax are adopted by reference 1in

AS 43.20.021(Ca). Therefore, every time the Internal Revenue
Code is amended, Alaska taxes are affected.

The effective date of adoption by Alaska of amendments to the
Internal Revenue Code 1is the same as the effective date for
federal purposes, with one exception. Provisions which change
or modify exemptions from tax or credits against the tax are
not adopted until the second January 1 following the effective

date of the federal law. The purpose of this delay was to
protect the Alaska |Individual Income Tax from the dilutive
effect of federal changes. At the time AS 43.20.021(a) was

passed Congress was considering bills providing for negative
income taxes, vrefundable credits, exemption tax credits, and
other changes which would have a direct impact on Alaska
revenues. The one year delay gave the Alaska legislature an
opportunity to evaluate whether 1it,should adopt the federal
amendments to the credit and exemption provisions in the
Ipternal Revenue Code.

As Alaska has repealed the 1individual 1income tax, the one year
delay 1is no longer necessary. It in fact causes administrative
problems for the taxpayers and the Department. For these
-reasons. AS 43.20.021(a) should be amended to provide for
immediate adoption of all changes to the Internal Revenue Code.
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Introduced: 2/3/84
Referred: Finance

IN THE SENATE BY FAIKS
SENATE BILL NO. 402
IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to exemptions from tax or credits
against tax; and providing for - effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.20.021(a) is amended to read:

(a) Subtitle F and chapter 1 of subtitle A of the 1954 Internal
Revenue Code, Public Law 83-591, as amended, are adopted by reference
as a part of AS 43.20 [, 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 NJT ADOPTED BY
REFERENCE AS A PART OF THIS CHAPTER UNTIL THE SECOND JANUARY 1 FOLLOW-
ING THE EFFECTIVE DATE OF THE FEDERAL LAW]. Thes< portions of the
Internal Revenue Code have full force and effect wunder AS 43.20

unless excepted to or modified by other provisions of AS 43.20.

* Sec. 2. Section 1 of this Actis retroactive to January 1,1984.
* Sec. 3. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

-1- SB 402



Alaska Btatz legislature

OFFICIAL BUSINESS JAN FAIKS
e WSO o,
Senate

MEMORANDUM
T0: Representative Al Adams
Chairman, House Finance Committee
FROM: Senator Jan Fai
RE: Senate Bill 402
DATE April 3, 1984

Senate B ill 402 has beﬁn referred to h House Fin%nce C? mit-
tee. | would ver% muc ﬁgrecrate aring fo 1S
$00N as your committee schedule allows.

Senate Bill 402 would arpend Title of our A ha Statotes
Chapters of the Inter n] Revenye. Code re ad o eference
INto the statutes. 0Se provisions which Iy mptions
from tax or credits from tax are not automatr ca Iy ted.
They are adoPted tr]e second Januar st fo own ffective
daté of the Teder % a to Ve
the Legislat ure and t e Admrnrstratron at Ieast one eols ative
sessiron to decide |f ¥ Frnt to hncorporate Fhrs provision of
the federal law Into sta e lav: Is delay ?f ects on|¥ to
corgora‘e,rncome tax, since Alaska has repealed the state
personal income tax
In ?75 ghen the current statute was adopted, Alaska was almost
tota Rende nt on the gersonal Income tax as a source of
revenue this time the federal %overrment was In the
grocess enac trng various ta(f< credits for child ca j, home
Wnership, varjous energf¥ credits as well as the Personal
exemption which n{oud a ec} the Persona Income tax. There
are very few fre Its, that affect the corporate rncdpme tax,
Present” [aw allows for the immediate adootron of deductions but
not credits. This sgséem reqorres corpo ations to ge two
segarate sets of r % s-one for federa ourposeﬁ an one or
state pdrposes e |mmed|ate adoption o al cand 0 the
In Er Revenue Code would alleviate a lot of ad nrstratrve
prEo ems {or t ép% ers and the Department of Revenue as well.

re ge(? o ve no sronrfrc ant revenu% Im the
ﬁtae wou nif rcan” decrease the burd n of record
eeprn% on the ax g Ince the enactment of the present
statute, there has H t bgen oge trfne that. the IRS orovrsron was
Qgge?eurta?t gtrcally opted, and only one time that It was



An example of th|s IS obs credit program enacted by. .
Cong ressp 7 and l J The red|tpre uired a reducyt|on in
the d ucthon of salar x ses eoual to one half the tax
credit.  The purpose n ral level was to Increase the
tax which was then more an o set by the credit to enc?urage
busmesses to hire certam rouqs of emJJ|o¥ees. Since Alask
a?ogted the deduction imme |ateX bu‘ not the credit, the
effect was to reduce the deduction Alaskan businesses could
tﬁke and not allow the the credit thaﬁ was Intended to offset
the re ucton |n the deductio Eor Alaska tax purposes, a
sPema ﬁl rL% ? reqU| red Alaa a ax Rulin % .—%,to .
event Alas n rom en? on ncome that didn't exist
Z the time B ovislon was ad pted y the State, the
deral pogram ad en discontinued.
The bill Is 3 tgported by Certified Public Accountants around
the Staﬁe an the e artment of Revenue as . well, | was
or|rg|na ?]/ nc orage accounting firm about
Int O%UCI % | h askgd the etpartment of Revenue
for their A)Olmon on tn|s propose legislatio mmissioner
Heath responded that the Department’s au Itors ha recommended
ot b, S nlle o e S LA
testhJe(? In s pg[)ort 0 the b| n%e '] ?the CPA Society.
The bill passed the Senate by a vote of —0—3
‘ look forward Fo workmg with your committee gaembers on 1{
eg|s|a1|on you h any questions or need any clari
tion, please g|ve me a cal
Thank you
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IN THE SENATE BY FAIKS
SENATE BILL NO. 402
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to exemptions from tax or credits
against tax; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.20.021(a) is amended to read:
(a) Subtitle F and chapter 1 of subtitle A of the 1954 Internal
Revenue Code, Public Law 83-591, as amended, are adopted by reference
as a part of AS 43.20 [, 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 CHAPTEr. UNTIL THE SECOND JANUARY 1 FOLLOW-
ING THE EFFECTIVE DATE OF THE FEDERAL LAW]. These portions of the
Internal Revenue Code have full force and effect under AS 43.20
unless excepted to or modified by other provisions of AS 43.20.
Sec. 2. Section 1 of this Act is retroactive to January 1, 1984.
* Sec. 3 This Act takes effect immediately in accordance witn AS 01.-

10.070(c).

- SB 402





