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S u b s t a n t i a l l y  al l of the I n t e r n a l  R e v e n u e  C o d e  p r o v i s i o n s  w h i c h  
a p p l y  to C o r p o r a t i o n  I n c o m e  T a x  a r e  a d o p t e d  by r e f e r e n c e  in 
AS 4 3 . 2 0 . 0 2 1 ( a ) .  T h e r e f o r e ,  e v e r y  ti m e the  I n t e r n a l  R e v e n u e  
C o d e  is a m e n d e d ,  A l a s k a  t a x e s  ar e  a f f e c t e d .

T h e  e f f e c t i v e  d a t e  of a d o p t i o n  by A l a s k a  of a m e n d m e n t s  to the 
I n t e r n a l  R e v e n u e  C o d e  is th e s a m e  as th e e f f e c t i v e  d a t e  for 
f e d e r a l  p u r p o s e s ,  w i t h  one e x c e p t i o n .  P r o v i s i o n s  w h i c h  c h a n g e  
or m o d i f y  e x e m p t i o n s  f r o m  t a x  or c r e d i t s  a g a i n s t  the t a x  are 
n o t  a d o p t e d  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  the e f f e c t i v e  
d a t e  of the f e d e r a l  law. T h e  p u r p o s e  of th is  d e l a y  w a s  to 
p r o t e c t  the  A l a s k a  I n d i v i d u a l  I n c o m e  T a x  f r o m  the d i l u t i v e  
e f f e c t  of f e d e r a l  c h a n g e s .  A t  th e t i m e  A S 4 3 . 2 0 . 0 2 1 ( a )  w a s  
p a s s e d  C o n g r e s s  w a s  c o n s i d e r i n g  b i l l s  p r o v i d i n g  for n e g a t i v e  
i n c o m e  t ax e s ,  r e f u n d a b l e  c r e d i t s ,  e x e m p t i o n  ta x c r e d it s , and 
o t h e r  c h a n g e s  w h i c h  w o u l d  h a v e  a d i r e c t  i m p a c t  on A l a s k a  
r e v e n u e s .  T h e  one  y e a r  d e l a y  ga\,j the A l a s k a  l e g i s l a t u r e  an 
o p p o r t u n i t y  to e v a l u a t e  w h e t h e r  it s h o u l d  a d o p t  the f e d e r a l  
a m e n d m e n t s  to the c r e d i t  an d e x e m p t i o n  p r o v i s i o n s  in the 
I n t e r n a l  R e v e n u e  Code.

As  A l a s k a  h a s r e p e a l e d  the i n d i v i d u a l  i n c o m e  tax, the one y e a r  
d e l a y  is no l on g e r  n e c e s s a r y .  It in f a c t  c a u s e s  a d m i n i s t r a t i v e  
p r o b l e m s  fo r the t a x p a y e r s  an d  the D e p a r t m e n t .  Fo r t h e s e  
r e a s o n s ,  A S 4 3 . 2 0 . 0 2 1 ( a )  s h o u l d  be a m e n d e d  to p r o v i d e  for 
i m m e d i a t e  a d o p t i o n  of all c h a n g e s  to th e I n t e r n a l  R e v e n u e  Code.



1 I N  T H E  S E N A T E  BY  F A I R S

2 S E N A T E  B I L L  N O .  402

3 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

4 T H I R T E E 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

5 A  B I L L

6 F o r  an  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  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

7 a g a i n s t  t a x ;  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 . "

8 B E  I T  E N A C T E D  BY 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 :

9 * S e c t i o n  1 .  A S  4 3 . 2 0 . 0 2 1 ( a )  i s  a m e n d e d  t o  r e a d :

1 0  ( 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'? t h e  1 9 5 4  I n t e r n a l

1 1  R e v e n u e  C o d e ,  P u b l i c  L a w  8 3 - 5 9 1 ,  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

12  a s  a p a r t  o f  A S  4 3 . 2 0  [ ,  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

13 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  3 1 ,  1 9 7 5  W H I C H  C H A N G E  OR  M O D I F Y

14 E X E M P T I O N S  FROM  T A X  OR 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  BY
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Please contact me i f  more informat ion i s  needed

Si neere1

Robert D. Heath 
Commissioner of Revenue

04-D2LH

BILL SHEFFIELD, GOVERNOR

January 24, 1984

The Honorable Jan Faiks 
Alaska State Leg is la ture 
Pouch V
Juneau, AK 99811

Dear Senator Faiks:

Thank you for sending me the draf t  r ev i s i on  of AS 43.20.021(a) pre­
pared by Mary Schamber and Hugh Wi l l i ams .  The Audi t D i v i s i o n  had only a 
few days e a r l i e r  suggested a s im i l a r  amendment be drafted i n to  b i l l  form, 
as we agree that  t h i s  prov is ion i s  no longer necessary. At t h i s  po int  i n 
the sess ion,  perhaps i t  would be advantageous for  the Department to defer 
i n t roduc t i on  of t h i s  l e g i s l a t i o n  to you. We would d e f i n i t e l y  support 
such a b i l l  and be a v a i l a b l e ,  when necessary, to provide informat ion and 
backup.

p o u c h  s
J U N E A  U .  A L A S K A  9 9 8 1 1 

P H O N E :  1 9 0 / 1  • 1 6 S - 2 3 0 0OFFICE OF WE COmSSIOHER



STATS OF ALASKA
DEPARTMENT OF REVENUE

M E M O R A N D U M

TO: M a r c y  R e h f e l d
C o m m i s s i o n e r ' s  O f f i c e

FROM: M a u r e e n  O ' Br i e n ' } ' ^ '  ” 
D i r e c t o r ,  A u d i t  D i v i s i o n

DATE: F e b r u a r y  2, 1984

RE: A m e n d m e n t  to A S  4 3 . 2 0 . 0 2 1 ( a )

S u b s t a n t i a l l y  al l  of th e I n t e r n a l  R e v e n u e  C o d e  p r o v i s i o n s  w h i c h  
a p p l y  to C o r p o r a t i o n  I n c o m e  T a x  ar e a d o p t e d  by r e f e r e n c e  in AS  
4 3 . 2 0 . 0 2 1 ( a ) .  T h e r e f o r e ,  e v e r y  time tne I n t e r n a l  R e v e n u e  C o d e  
is am en de d,  A l a s k a  t a x e s  ar e  a f f e c t e d .

The  e f f e c t i v e  d a t e  of a d o p t i o n  by A l a s k a  of a m e n d m e n t s  to the 
I n t e r n a l  R e v e n u e  C o d e  is the sam e as the e f f e c t i v e  d a t e  for 
f e d e r a l  p u r p o s e s ,  w i t h  o ne  e x c e p t i o n .  P r o v i s i o n s  w h i c h  c h a n g e  
or m o d i f y  e x e m p t i o n s  f r o m  ta x or c r e d i t s  a g a i n s t  the tax are 
not a d o p t e d  u n t i l  t h r s e c o n d  J a n u a r y  1 f o l l o w i n g  the e f f e c t i v e  
d a t e  of the f e d e r a l  law. T h e  p u r p o s e  of t h i s  d e l a y  w a s  to 
p r o t e c t  the A l a s k a  I n d i v i d u a l  In co me  T a x  f r o m  th e d i l u t i v e  
e f f e c t  of f e d e r a l  c h a n g e s .  A t  the ti m e A S  4 3 . 2 0 . 0 2 1 ( a )  wa s 
p a s s e d  C o n g r e s s  w a s  c o n s i d e r i n g  b i ll s p r o v i d i n g  for n e g a t i v e  
i n c o m e  ta xes, r e f u n d a b l e  c r e d i t s ,  e x e m p t i o n  t a x  c r e d i t s ,  and 
o t h e r  c h a n g e s  w h i c h  w o u l d  h a v e  a d i r e c t  i m p a c t  o n  A l a s k a  
r e v e n u e s .  T h e  o n e y e a r  d e l a y  g a v e  the A l a s k a  l e g i s l a t u r e  an 
o p p o r t u n i t y  to e v a l u a t e  w h e t h e r  it s h o u l d  a d o p t  the f e d e r a l  
a m e n d m e n t s  tc t h e  c r e d i t  and  e x e m p t i o n  p r o v i s i o n s  in the 
I n t e r n a l  R e v e n u e  C o de .

A s  A l a s k a  h a s  r e p e a l e d  the i n d i v i d u a l  i n c o m e  tax. t he  o n e  year  
d e l a y  is no l o n g e r  n e c e s s a r y .  It in f a c t  c a u s e s  a d m i n i s t r a t i v e  
p r o b l e m s  for t h e  t a x p a y e r s  a n d  the D e p a r t m e n t .  F o r t h e s e  
r e a s o n s ,  A S  4 3 . 2 0 . 0 2 1 ( a )  s h o u l d  be a m e n d e d  to p r o v i d e  for 
i m m e d i a t e  a d o p t i o n  of al l c h a n g e s  to the I n t e r n a l  R e v e n u e  Co de.

M O / g b



O F F I C I A L  B U S I N E S S

CHAIRMAN 
RULES COMMITTEE

JAN FAIKS 
POUCH V 

CAPITOL BUILDING 
JUNEAU. ALASKA 9981!

M E M O R A N D U M

T O A l l  M e m b e r s
S e n a t e  F i n a n c e  C o m m i t t e e

F R O M S e n a t o r  J a n  F a i k s

RE S e n a t e  B i l l  ^02

D A T E M a r c h  23, 1984

S e n a t e  B i l l  402 w o u l d  a m e n d  T i t l e  43 o f  o u r  A l a s k a  S t a t u t e s .  
C h a p t e r s  o f  the I n t e r n a l  R e v e n u e  C o d e  a r e  a d o p t e d  b y  r e f e r e n c e  
i n t o  th e  s t a t u t e s .  T h o s e  p r o v i s i o n s  w h i c h  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  f r o m  t a x  a r e  n o t  a u t o m a t i c a l l y  a d o p t e d .
T h e y  a r e  a d o p t e d  t he  s e c o n d  J a n u a r y  1st f o l l o w i n g  th e e f f e c t i v e  
d a t e  o f  t h e  f e d e r a l  law. T h e  p u r p o s e  o f  t h i s  la g  w a s  to g i v e  
the  L e g i s l a t u r e  a n d  the  A d m i n i s t r a t i o n  at l e a s t  o n e  l e g i s l a t i v e  
s e s s i o n  t o d e c i d e  if t h e y  w a n t  to i n c o r p o r a t e  t h i s  p r o v i s i o n  o f  
the  f e d e r a l  l a w  i n t o  s t a t e  law. T h i s  d e l a y  a f f e c t s  o n l y  to 
c o r p o r a t e  i n c o m e  tax, s i n c e  A l a s k a  h a s  r e p e a l e d  the  s t a t e  
p e r s o n a l  i n c o m e  tax.

In 1975  w h e n  the  c u r r e n t  s t a t u t e  w a s  a d o p t e d ,  A l a s k a  w a s  a l m o s t  
t o t a l l y  d e p e n d e n t  on t h e  p e r s o n a l  i n c o m e  t a x  as a s o u r c e  o f  
r e v e n u e .  A t  t h i s  t i m e  th e f e d e r a l  g o v e r n m e n t  w a s  in the 
p r o c e s s  o f  e n a c t i n g  v a r i o u s  t a x  c r e d i t s  f o r  c h i l d  care, h o m e  
o w n e r s h i p ,  v a r i o u s  e n e r g y  c r e d i t s  as w e l l  as t h e  p e r s o n a l  
e x e m p t i o n  w h i c h  w o u l d  a f f e c t  t h e p e r s o n a l  i n c o m e  tax. T h e r e  
a r e v e r y  f e w  c r e d i t s  t h a t  a f f e c t  th e c o r p o r a t e  i n c o m e  tax. 
P r e s e n t  l a w  a l l o w s  f o r  the i m m e d i a t e  a d o p t i o n  of  d e d u c t i o n s  b u t  
n o t  c r e d i t s .  T h i s  s y s t e m  r e q u i r e s  c o r p o r a t i o n s  t o  k e e p  t w o  
s e p a r a t e  s e t s  o f  r e c o r d s - o n e  fo r  f e d e r a l  p u r p o s e s  a n d  o n e  f o r  
s t a t e  p u r p o s e s .  T h e  i m m e d i a t e  a d o p t i o n  o f  a l l  c h a n g e s  to th e 
I n t e r n a l  R e v e n u e  C o d e  w o u l d  a l l e v i a t e  a lo t o f  a d m i n i s t r a t i v e  
p r o b l e m s  f or  t a x p a y e r s  an d  the D e p a r t m e n t  o f  R e v e n u e  as w e l l .  
T h e  r e p e a l  w o u l d  h a v e  no s i g n i f i c a n t  r e v e n u e  i m p a c t  o n  t h e  
s t a t e  a n d  w o u l d  s i g n i f i c a n t l y  d e c r e a s e  t h e  b u r d e n  o f  r e c o r d  
k e e p i n g  o n  th e  t a x p a y e r .  S i n c e  the e n a c t m e n t  o f  th e p r e s e n t  
s t a t u t e ,  t h e r e  h a s  n o t  b e e n  o n e  t i m e  t h a t  t h e  IRS p r o v i s i o n  w a s  
n o t  a u t o m a t i c a l l y  a d o p t e d ,  and o n l y  o n e  t i m e  t h a t  it w a s  
a c c e l e r a t e d .

An e x a m p l e  o f  t h i s  is th e iobs  c r e d i t  p r o g r a m  e n a c t e d  by 
C o n g r e s s  in 1977 an d 1978. - T h e  c r e d i t  r e q u i r e d  a r e d u c t i o n  in 
th e  d e d u c t i o n  o f  s a l a r y  e x p e n s e s  e q u a l  to  o n e  h a l f  t h e  t a x



c r e d i t .  The p u r p o s e  a t  t h e  f e d e r a l  l e v e l  was t o  i n c r e a s e  t h e  
t a x  w h i c i  was t h e n  mere t h a n  o f f s e t  by t h e  c r e d i t  t o  e n c o u r a g e  
b u s i n e s s e s  t o  h i r e  c e r t a i n  g ro u p s  o f  em p lo y e e s .  S i n c e  A la s k a  
a d o p t e d  t h e  d e d u c t i o n  im m e d i a t e l y  b u -: n o t  t h e  c r e d i t ,  t h e  
e f f e c t  was t o  r e d u c e  t h e  d e d u c t i o n  A la s k a n  b u s i n e s s e s  c o u l d  
t a k e  and. n o t  a l l o w  them t h e  c r e d i t  t h a t  was i n t e n d e d  t o  o f f s e t  
t h e  r e d u c t i o n  i n  t h e  d e d u c t i o n .  F o r  A l a s k a  t a x  p u r p o s e s ,  a 
s p e c i a l  r u l i n g  was r e q u i r e d  (A laska Tax R u l i n g  #80-3) t o  
p r e v e n t  A la s k a n s  f rom  b e i n g  t a x e d  on i n c om e  t h a t  d i d n ' t  e x i s t .  
By t h e  t im e  t h e  IRS p r o v i s i o n  was a d o p t e d  by t h e  S t a t e ,  t h e  
f e d e r a l  p rog ram  had b e e n  d i s c o n t i n u e d .

The b i l l  i s  s u p p o r t e d  by C e r t i f i e d  P u b l i c  A c c o u n t a n t s  a round  
t h e  S t a t e  and by  t h e  D ep a r tm en t  o f  R e venue  as w e l l .  Maureen  
0 " B r i e n ,  D i r e c t o r  o f  t h e  A u d i t  D i v i s i o n  i n  t h e  D e p a r tm en t  o f  
R e v e n u e ,  w i l l  t e s t i f y  on t h e  b i l l  and L e r o y  F u n k ,  a l o c a l  CPA, 
w i l l  a l s o  be p r e s e n t  t o  t e s t i f y  on T ue sday  March  27th.




