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1 (1) T he t a x a b l e  inco m e  of  a f i d u c i a r y  is its a d j u s t e d  gross

2 income. The t a x a b l e  i n c o m e  of  an  i n d i v i d u a l  t a x p a y e r  is the taxpay-

3 er's a d j u s t e d  gross i n c o m e  less p e r s o n a l  exe m p t i o n s .  A n  i n d i v i d u a l

4 t a x p a y e r  m ay d e d u c t  from a d j u s t e d  g r oss inco m e  the n u m b e r  of  p e r s o n a l

5 e x e m p t i o n s  to w h i c h  the t a x p a y e r  is e n t i t l e d  u n d e r  26 U . S . C .  151

6 (Internal R e v e n u e  Code). The e x e m p t i o n  a m ount is .,3,000 a n d  is not

7 a d j u s t e d  for inflation.

8 (in) In  this section, " i n d i v i d u a l "  m e a n s  a r e s i dent, n o n r e s i d e n t ,

9 or p a r t - y e a r  r e s i d e n t  i n d i v idual, a n d  " f i d u c i a r y "  m e a n s  a  resident,

10 n o n r e s i d e n t ,  or p a r t - y e a r  r e s ident fiduciary.

11 *  Sec. 5. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

12 Sec. 43 . 2 0 . 0 3 2 .  T A X  C A L C U L A T I O N  F O R  N O N R E S I D E N T S  A N D  P A R T - Y E A R

^  13 RE S I D E N T S .  (a) In  c o m p u t i n g  the t ax of a n o n r e s i d e n t  o r  p a r t - y e a r

14 r e s i d e n t  i n d i v i d u a l  or f i d u c i a r y  u n d e r  AS 4 3 . 2 0 . 0 1 1 ( k ) , t he p a r t  of

15 the a d j u s t e d  g r oss i n c o m e  a t t r i b u t a b l e  to s o u r c e s  ?.n the s t a t e  is

16 d e t e r m i n e d  u n d e r  A S  43.20.040.

17 (b) In c o m p u t i n g  a d j u s t e d  gross i n c o m e  a t t r i b u t a b l e  to  s o urces

18 in the state, d e d u c t i o n s  and a d j u s t m e n t s  are a l l o w e d  o n l y  to the

19 extent that they are c o n n e c t e d  w i t h  i n c o m e  that a r ises f r o m  s o u r c e s  in

20 the state or p r o p e r t y  h a v i n g  a situs fo r  t a x a t i o n  in t he state.

21 * Sec. 6 . AS 4 3 . 2 0 . 0 4 0 ( b )  is a m e n d e d  to read:

22 (b) In this secti o n ,  income is f r o m  a s o urce h a v i n g  a t a x a b l e  or

23 b u s i n e s s  situs in the state if it is d e r i v e d  f r o m

24 (1) o w n i n g  or o p e r a t i n g  b u s i n e s s  f a c i l i t i e s  or  p r o p e r t y  in

25 the state;

26 (2 ) c o n d u c t i n g  business, farming, or f i s h i n g  o p e r a t i o n s  in

27 the state;

28 (3) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

©  29 (4) a p a r t n e r s h i p  t hat [WHICH] t r a n s a c t s  b u s i n e s s  in the
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s t a t e ;

(5) a c o r p o r a t i o n  that [WHICH] t r a n s a c t s  b u s i n e s s  i n  the 

sta • a n d that [WHICH] h as e l e c t e d  to f i l e  federal r e t u r n s  u n d e r  26

U.S.C. 1361 -- 1379 (S u b t i t l e  A, C h a p t e r  1. S u b c h a p t e r  S, I n t e r n a l

R e v e n u e  Code) [ S U B C H A P T E R  S O F  T H E  I N T E R N A L  R E V E N U E  CODE];

(6 ) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

(7) e n g a g i n g  in a n y  o t h e r  a c t i v i t y  f r o m  w h i c h  i n c o m e  is 

received, realized, or d e r i v e d  in t he s t a t e ^

(8 ) w o r k i n g  f or s a l a r y  o r  w a g e s  in  the state;

12J__an e s tate or t r ust d e r i v i n g  inco m e  f r o m  s o u r c e s  i n  the

s t a t e .

* Sec. 7. AS A 3 . 2 0 . 0 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If a business, trade, or  p r o f e s s i o n ,  o t h e r  t han the r e n d e r­

ing of p u r e l y  p e r s o n a l  s e r v i c e s ,  is c a r r i e d  o n  p a r t l y  i n s i d e  a n d  

p a r t l y  o u t s i d e  the state, the i n c o m e  f r o m  s o u r c e s  in the s t a t e  m u s t  be 

d e t e r m i n e d  as p r o v i d e d  in AS  43.19.

* Sec. 8 . AS 4 3 .20 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 2 0.062. C R E D I T S  A G A I N S T  TAX. (a) A  r e s i d e n t  is a l­

lowed, as a credit a g a i n s t  the tax o t h e r w i s e  d u e  u n d e r  this chapt e r ,  

the a m o u n t  of income ta x  i m p o s e d  o n  the t a x p a y e r  for the t a x a b l e  y e a r  

by  a n o t h e r  state or  t e r r i t o r y  of  t h e  U n i t e d  S t ates on  i n c o m e  d e r i v e d  

f rom s o u r c e s  in the o t h e r  s t a t e  or  t e r r i t o r y  that is also s u b j e c t  to 

t ax u n d e r  this chapter.

(b) T h e  credit a l l o w e d  i n  (a) of this s e c t i o n  is l i m i t e d  to that 

p r o p o r t i o n  of the tax c o m p u t e d  u n d e r  this c h a p t e r  w h i c h  t he t a x a b l e  

income f r o m  the o t h e r  s t a t e  or t e r r i t o r y  b e a r s  to t o tal t a x a b l e  i n­

come. T h e  credit m a y  n o t  e x c e e d  t he a c t u a l  t a x  p a i d  to the o t h e r  

s tate o r  territory.

(c) The a m ounts d e d u c t e d  a n d  w i t h h e l d  as taxes u n d e r  this
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9

1 c h a p t e r  d u r i n g  a c a l e n d a r  y e a r  are a l l o w e d  as credits to the t a x p a y e r

2 a g a i n s t  the tax i m p o s e d  by this chapter.

3 (d) A t a x p a y e r  w h o  q u a l i f i e s  f or r e c e i p t  of the A l a s k a  p e r m a n e n t

4 fund d i v i d e n d  u n d e r  A S  4 3 .23 may, u n d e r  r e g u l a t i o n s  a d o p t e d  by the

5 dep a r t m e n t ,  r e q u e s t  t he d e p a r t m e n t  to a p p l y  the d i v i d e n d  as a  cred i t

6 a g a inst the tax i m p o s e d  by thi s  chapter.

7 * Sec. 9. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

8 Sec. 4 3 . 2 0.171. C O L L E C T I O N  O F  I N C O M E  A T  SOURCE. fa) E v e r y

9 e m p l o y e r  m a k i n g  p a y m e n t  of w a g e s  o r  s a l a r i e s  shall dedu c t  and w i t h h o l d

10 an  amount of tax c o m p u t e d  in  a m a n n e r  to a p p r o x i m a t e  the a m o u n t  of ta::

11 due on  those w a g e s  u n d e r  this c h a p t e r  fo r  that year. T he e m p l o y e r

12 shall remit w i t h h e l d  t a xes to the d e p a r t m e n t ,  t o g e t h e r  w i t h  a r e t u r n

13 or report p r e s c r i b e d  by  the d e p a r t m e n t ,  at the time or times r e q u i r e d

14 by the d e p a r t m e n t  by r e g u l a t i o n .  T h e  d e p a r t m e n t  shall p u b l i s h  the

15 rate of w i t h h o l d i n g  r e q u i r e d  by t his section. Every e m p l o y e r  m a k i n g  a

16 d e d u c t i o n  a n d  a w i t h h o l d i n g  s h all f u r n i s h  to the e m p l o y e e  n o  l a t e r

17 than J a n u a r y  31 of the s u c c e e d i n g  year, or w i t h i n  30 days a f t e r  ter-

18 m i n a t i o n  of e m p l o y m e n t ,  w h i c h e v e r  is earlier, a w r i t t e n  s t a t e m e n t  o n  a

19 form p r e s c r i b e d  by the d e p a r t m e n t  s h o w i n g  (1) the n a m e  an d  t a x p a y e r

20 i d e n t i f i c a t i o n  n u m b e r  of the em p l o y e r ;  (2 ) the n a m e  and s o c i a l  securi-

21 ty n u m b e r  of the e m p l o y e e ;  (3) the t o tal a m ount of w a g e s  a n d  o t h e r

22 c o m p e n s a t i o n ;  and (4) the t o t a l  a m o u n t  d e d u c t e d  and w i t h h e l d  as tax.

23 (b) E v e r y  e m p l o y e r  m a k i n g  p a y m e n t s  of w a g e s  or  s a l a r i e s  e a r n e d

24 in the state, r e g a r d l e s s  of t he p l a c e  w h e r e  t he p a yment is m a d e

25 (1) is l i a b l e  for the p a y m e n t  of t he t ax r e q u i r e d  to be

26 d e d u c t e d  a nd w i t h h e l d  u n d e r  this s e c t i o n  and is not l i a b l e  to any

27 in d i v i d u a l  for the a m o u n t  of the p a y m e n t ;  and

28 (2 ) s h a l l  m a k e  r e t u r n  of and pa y  to the d e p a r t m e n t  the

29 amount of t a x  l e v i e d  w h i c h  t he e m p l o y e r  is r e q u i r e d  to d e d u c t  a nd
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w i t h h o l d  u n d e r  this chapter.

(c) A n  e m p l o y e r  w h o  f a ils to c o m p l y  w i t h  this s e c t i o n  is s u b j e c t

to the p e n a l t i e s  set out in A S  4 3 . 0 5 . 2 2 0 ( d ) .

(d) If the e m p l o y e r  is the U n i t e d  S t a t e s  or  the s t ate or a

p o l i t i c a l  s u b d i v i s i o n  of the state, o r  a n  a g e n c y  or  i n s t r u m e n t a l i t y  of

o ne or  m o r e  of  t h ose en t i t i e s ,  the r e t u r n  of the a m ount d e d u c t e d  a n d  

w i t h h e l d  o n  w a g e s  o r  s a l a r i e s  m a y  be  m a d e  by  an  o f f i c e r  of the e m p l o y­

er h a v i n g  c o n t r o l  of the p a y m e n t  of t he w a g e s  o r  s a l aries o r  w h o  is 

a p p r o p r i a t e l y  d e s i g n a t e d  f or that p u r p o s e .

(e) In this section, " w a g e s , "  " e m p l o y e e , "  and " e m p l o y e r "  h a v e

the m e a n i n g  a t t r i b u t e d  to t h e m  u n d e r  26 U . S . C .  1 -- 9602 (Internal

R e v e n u e  Code).

* Sec. 10. AS  4 3 . 2 0 . 3 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(1 2 ) " f i d u c i a r y "  m e a n s  a n  e s tate, a  trust, a guardian, 

trustee, e x e c utor, a d m i n i s t r a t o r ,  r e c e i v e r ,  con s e r v a t o r ,  or  a p e r s o n  

a c t i n g  in a f i d u c i a r y  c a p a c i t y  for a n o t h e r  o r  f o r  the e s t a t e  of a 

d e c e a s e d  person;

(13) " i n d i v i d u a l "  m e a n s  a n a t u r a l  person, m a r r i e d  or  u n ­

marr i e d ,  adult or  minor, s u b j e c t  to p a y m e n t  of a n  i n come t ax u n d e r  26 

U.S.C. 1 -- 9 602 (Internal R e v e n u e  Code);

(14) " d o m i c i l e "  m e a n s  the l o c a t i o n  of  a n  i n d i v i d u a l ' s  true, 

fixed, p e r m a n e n t  hom e  a nd p r i n c i p a l  e s t a b l i s h m e n t ,  to w h i c h  t he i n d i­

v i d u a l  i n t e n d s  to r e t u r n  f r o m  a n y  t e m p o r a r y  or  t r a n s i t o r y  absence;

(15) " n o n r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  w h o  is not a r e s i d e n t  

or  p a r t - y e a r  resident;

(16) " r e s i d e n c e "  m e a n s  a c t u a l  p h y s i c a l  p r e s e n c e  in the s t a t e  

and is d e t e r m i n e d  w i t h o u t  r e g a r d  to a p e r s o n ' s  domicile;

(17) "r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  who, d u r i n g  the t a x a b l e  

year, w as d o m i c i l e d  i n  the s t a t e  or  r e s i d e d  in  the tate f or the
-  . f .
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ei.tire t a x a b l e  year; an  i n d i v i d u a l  does not lose r e s i d e n t  s t a t u s  

s i m p l y  by r e a s o n  of a t t e n d i n g  a n  e d u c a t i o n a l  i n s t i t u t i o n  or by s e r v i n g  

in the a r m e d  forces.

* Sec. 11. AS 4 3 . 2 0.012, 4 3 . 2 0 . 0 1 3 ,  a n d  A S  4 7 . 4 5 . 1 2 0 ( a )  are repealed.

* Sec. 12. S e c tions 1 -- 11 of this A c t  a p p l y  to inco m e  r e c e i v e d  a f t e r  

D e c e m b e r  31, 1987.

* Sec. 13. This Act takes e f f e c t  J a n u a r y  1, 1988.
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I n t r o d u c e d : 2 /2 7 /8 7  w o l2 2 7 h
R e f e r r e d :  S t a t e  A f f a i r s
and F in a n c e

B Y  T H E  R U L E S  C O M M I T T E E  B Y
1 IN T H E  H O U S E  R E Q U E S T  OF T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 154

3 IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A

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

5 A  B I L L

6 F o r  a n  Act entitled: " An A ct r e l a t i n g  to the t a x a t i o n  of i n come d e r i v e d  by

7 individuals; r e l a t i n g  to a m e n d e d  ta x  r e t urns f i l e d  b y

8 taxpayers; a nd p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

9 BE IT  E N A C T E D  BY THE L E G I S L A T U R E  O F  T H E  S T A T E  OF  ALASKA:

10 *  S e c t i o n  1. AS 4 3 . 2 0 . 0 1 1  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

11 (g> There is i m p o s e d  f or e a c h  t a x a b l e  y e a r  u p o n  the t a x a b l e

12 inco m e  of e v ery resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  indi-

•
13 v i d u a l  and fi d u c i a r y  of the state, e x c e p t  t h ose s u b ject to the rates

14 in  (h), (i), and (j ) of this section, a tax c o m p u t e d  a c c o r d i n g  to the

15 f o l l o w i n g  table:

16 If the t a x able inco m e  is: T h e n  the tax is:

17 O v e r  $ 31 but less tha n  $ 3 0 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n c o m e

18 $ 3 0 , 0 0 0  or m o r e  $ 960 p l u s  5.7 p e r c e n t  of the

19 exce s s  o v e r  $ 3 0 , 0 0 0

20 (h) T h e r e  is i m p osed f or e a c h  t a x a b l e  y e a r  u p o n  the t a x a b l e

21 inco m e  of every resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  m a r r i e d

22 i n d i v i d u a l  w h o  m a k e s  a sing l e  r e t u r n  j o i n t l y  w i t h  a spouse, as p r o vid-

23 ed in 26 U.S.C. 6013 (Internal R e v e n u e  Code), a nd u p o n  e v e r y  resident,

24 n o n r e s i d e n t ,  and p a r t - y e a r  r e s i d e n t  s u r v i v i n g  spouse, as d e f i n e d  in 26

25 U.S.C. 2(a) (Internal R e v e n u e  Code), a t ax c o m p u t e d  a c c o r d i n g  to the

26 f o l l o w i n g  table:

27 If the t a x able inco m e  is: T h e n  the tax is:

28 O v e r  $31 but less t h a n  $ 5 0 , 0 0 0  3.2 p e r c e n t  of t a x able income

29 $ 5 0 , 0 0 0  or m o r e  $ 1 , 6 0 0  plu s  5.7 p e r c e n t  o f  the
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» A I -

1 e x c e s s  o v e r  $ 5 0 ,000

2 (i) T h e r e  is i m p o s e d  for e a c h  t a x a b l e  y e a r  u p o n  th e  t a x a b l e

3 i n c o m e  o f  e v e r y  resident, n o n r e s i d e n t ,  a n d  p a r t - y e a r  r e s i d e n t  h e a d  of

4 a h o u s e h o l d ,  as d e f i n e d  i n  26 U.S.C. 2(b) (I n t e r n a l  R e v e n u e  Code), a

5 t a x  c o m p u t e d  a c c o r d i n g  to the f o l l o w i n g  table:

6 If the t a x a b l e  i n c o m e  is: T h e n  the t ax is:

7 O v e r  $31 bu t  less t h a n  $ 4 0 , 0 0 0  3 .2 p e r c e n t  of t a x a b l e  i n c o m e

8 $ 4 0 , 0 0 0  o r  m o r e  $ 1 , 2 8 0  p l u s  5. 7  p e r c e n t  o f  the

9 e x c e s s  o v e r  $ 4 0 , 0 0 0

10 (j ) T h e r e  is i m p o s e d  for e a c h  t a x a b l e  y e a r  u p o n  t he t a x a b l e

11 income of  every resident, n o n r e s i d e n t ,  an d  p a r t - y e a r  r e s i d e n t  m a r r i e d

12 i n d i v i d u a l  w ho does not m a k e  a s i n g l e  r e t u r n  j o i n t l y  w i t h  a s p o u s e  a

13 tax c o m p u t e d  a c c o r d i n g  to the f o l l o w i n g  table:

14 If the t a x a b l e  inco m e  is: T h e n  the t ax is:

15 O v e r  $31 but less t h a n  $ 2 5 , 0 0 0  3.2 p e r c e n t  of t a x a b l e  i n come

16 $ 2 5 , 0 0 0  or  m o r e  $ 800 plu s  5.7 p e r c e n t  of the

17 e x c e s s  o v e r  $ 2 5 , 0 0 0

18 (k) In (g), (h), (i), and (j) of  this section, the t ax o n  a

19 n o n r e s i d e n t  or p a r t - y e a r  r e s i d e n t  i n d i v i d u a l  or f i d u c i a r y  is the tax

20 c o m p u t e d  o n  t a x a b l e  i n c o m e  fro m  all sourc e s ,  m u l t i p l i e d  by  a f r a c t i o n

2 1  the n u m e r a t o r  o f  w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f r o m  s o u r c e s  in the

22 s t a t e  and the d e n o m i n a t o r  of w h i c h  is a d j u s t e d  g r o s s  i n c o m e  f rom all

23 sources.

24  (1) A n  i n d i v i d u a l  s h a l l  d e t e r m i n e  the tax u n d e r  this s e c t i o n

25 u s i n g  the same f i l i n g  s t a t u s  as u s e d  on  the i n d i v i d u a l ' s  f e d eral

26 return.

27 * Sec. 2. A S  4 3 . 2 0 . 0 3 0 ( a )  is a m e n d e d  to read:

28 (a) E v e r y  ind i v i d u a l ,  fiduciary, a n d  [IF A  P A R T N E R S H I P  W H I C H  H A S

29 A  C O R P O R A T I O N  A S  A  P A R T N E R  O R  A] c o r p o r a t i o n  [IS] r e q u i r e d  to m a k e  a
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1 r e t u r n  u n d e r  the p r o v i s i o n s  of the I n t e r n a l  R e v e n u e  Code, [IT] s h all

2 at the sam e  t i m e  file w i t h  the d e p a r t m e n t  a r e t u r n  s e t t i n g  out

3 (1) the amount of t ax d ue u n d e r  this chapter, less allow-

4 a b l e  c r e d i t s  a nd p a y m e n t s  c l a i m e d  a g ainst the tax; an d

5 (2) o t h e r  i n f o r m a t i o n  for the p u r p o s e  of  c a r r y i n g  out the

6 p r o v i s i o n s  of this c h a p t e r ^  w h i c h  the d e p a r t m e n t  requires.

7 * Sec. 3. AS 4 3 . 2 0 . 0 3 0 ( d )  is a m e n d e d  to read:

8 (d) A  t a x p a y e r [ , U P O N  R E Q U E S T  B Y  T H E  D E P A R T M E N T ] ,  shall file

9 w i t h  the r e t u r n  [FURNISH T O  T H E  D E P A R T M E N T ]  a [TRUE AND] c o r r e c t  copy

10 of  the t ax r e t u r n  [WHICH T H E  T A X P A Y E R  HAS] f i l e d  w i t h  the U n i t e d

11 S t a t e s  I n t e r n a l  R e v e n u e  Service. E v e r y  t a x p a y e r  shall file an  a m e n d e d

12 r e t u r n  w i th the d e p a rtment, and remit any a d d i t i o n a l  tax a nd i n t e r e s t

13 d u e  [NOTIFY T H E  D E P A R T M E N T  IN W R I T I N G  OF A N Y  A L T E R A T I O N  IN, O R  M O DI-

14 F I C A T I O N  OF, T H E  T A X P A Y E R ' S  F E D E R A L  I N C O M E  T A X  R E T U R N  A N D  O F  A  RECOM-

15 P U T A T I O N  OF  T A X  OR  D E T E R M I N A T I O N  OF  D E F I C I E N C Y  ( W H E T H E R  W I T H  O R  WITH-

16 O U T  A S S E S S M E N T ) .  A F U L L  S T A T E M E N T  O F  THE F A C T S  S H A L L  A C C O M P A N Y  THI S

17 NOTICE. T H E  N O T I C E  S H ALL BE  FILED] w i t h i n  60 day s  a f t e r  the final

18 d e t e r m i n a t i o n  of the ta x p a y e r ' s  f e d e r a l  tax l i a b i l i t y  [ MODIFICATION,

19 R E C O M P U T A T I O N  OR  DEF I C I E N C Y ,  A N D  T H E  T A X P A Y E R  S H A L L  P A Y  T H E  A D D I T I O N A L

20 T A X  OR  P E N A L T Y  U N D E R  THIS CHAPTER]. F o r  p u r p o s e s  of this section, a

21 f i nal d e t e r m i n a t i o n  m e a n s  [SHALL M E AN] the tim e  that a n  a m e n d e d  feder-

22 al r e t u r n  is f i led o r  the dat e  a f e d eral [A N O T I C E  OF D E F I C I E N C Y  OR

23 AN] a s s e s s m e n t  is m a d e  [MAILED T O  T H E  T A X P A Y E R  B Y  T H E  I N T E R N A L  R E V E N U E

24 SERVICE, E X C E P T  T H A T  IN NO E V E N T  W I L L  T H E R E  B E  A  F I N A L  D E T E R M I N A T I O N

25 F O R  P U R P O S E S  O F  T H I S  S E C T I O N  U N T I L  T H E  T A X P A Y E R  H A S  E X H A U S T E D  R I G H T S

26 OF  A P P E A L  U N D E R  F E D E R A L  LAW].

27 * Sec. 4. AS 4 3 . 2 0 . 0 3 1  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

28 (j) The gross income of an  i n d i v i d u a l  or a f i d u c i a r y  is g r oss

29 i n c o m e  as d e f i n e d  i n  26 U.S.C. 61 (Internal R e v e n u e  Code), and
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28

2 9

1 i n c l u d e s  those items s p e c i f i c a l l y  i n c l u d e d  in  g r oss i n c o m e  u n d e r

2 S u b t i t l e  A, Ch. IB, Part II of the I n t e r n a l  R e v e n u e  C o d e  (26 U.S.C. 71

3 - - 8 9 )  a nd e x c l u d e s  t h ose items s p e c i f i c a l l y  e x c l u d e d  f r o m  g r o s s

4 i n c o m e  u n d e r  S u b t i t l e  A, Ch. IB, Part III of the I n t e r n a l  R e v e n u e  C ode

5 (26 U.S. C .  101 -- 135), w i t h  the f o l l o w i n g  m o d i f i c a t i o n s :

6 (1 ) a t a x p a y e r  w h o  r e c e i v e s  a c o s t - o f - l i v i n g  a l l o w a n c e  that

7 is e x e m p t  f rom f e d e r a l  inco m e  t ax s h all d e t e r m i n e  a n d  i n c l u d e  that

8 a m o u n t  as part of the t a x p a y e r’s i n c o m e  as if the c o s t - o f - l i v i n g

9 a l l o w a n c e  w e r e  no t  exempt;

10 (2 ) a t a x p a y e r  w h o  r e c e i v e s  i n t e r e s t  u p o n  o b l i g a t i o n s  of  a

1 1 state, or  i n t e r e s t  u p o n  o b l i g a t i o n s  of a p o l i t i c a l  or  m u n i c i p a l  subdi-

12 v i s i o n  of a state, w h i c h  is e x e m p t  f r o m  f e d e r a l  i n c o m e  tax, s h all

13 d e t e r m i n e  and i n c l u d e  that amou n t  as p a r t  of  the t a x p a y e r’s i n c o m e  as

14 if t he i n t e r e s t  w e r e  not exempt.

15 (k) T he f o l l o w i n g  a d j u s t m e n t s  to the g r oss i n c o m e  of a n  indi-

16 v i d u a l  or f i d u c i a r y  are a l l o w e d  as d e d u c t i o n s  in a r r i v i n g  at a d j u s t e d

17 gross i n c o m e  u n d e r  this section:

18 (1) the d e d u c t i o n s  a l l o w a b l e  u n d e r  26 U.S.C. 62 ( I n t ernal

19 R e v e n u e  Code)

20 (i) a t t r i b u t a b l e  to a t r a d e  o r  b u s i n e s s  c a r r i e d

21 o n  by a taxpayer;

22 (ii) fro m  the sale o r  e x c h a n g e  o f  p r o p erty;

23 (iii) a t t r i b u t a b l e  to p r o p e r t y  h e l d  f o r  the p r o duc-

24 t i o n  of rents or  royalties;

25 (iv) f or the p r e m a t u r e  w i t h d r a w a l  of  m o n e y  f r o m

26 t ime s a v i n g s  a c c o u n t s  o r  deposits;

27 (v) f or alimony;

(2) i n t e r e s t  r e c e i v e d  o n  o b l i g a t i o n s  of the U n i t e d  States;

(3) r e f u n d s  of s t a t e  i n c o m e  taxes i n c l u d e d  in  g r oss income. ^
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1 (1) The t a x a b l e  income of a f i d u c i a r y  is its a d j u s t e d  g r oss

2 income. The t a x a b l e  income of a n  i n d i v i d u a l  t a x p a y e r  is the taxpay-

3 er's a d j u s t e d  gross i n come less p e r s o n a l  e x e m p t i o n s .  A n  i n d i v i d u a l

4 t a x p a y e r  m a y  d e d u c t  f rom a d j u s t e d  g r o s s  i n c o m e  t he n u m b e r  of  p e r s o n a l

5 e x e m p t i o n s  to w h i c h  the t a x p a y e r  is e n t i t l e d  u n d e r  26 U . S . C .  151

6 (Internal R e v e n u e  Code). Th e  e x e m p t i o n  a m o u n t  is $ 3 , 0 0 0  a n d  is not

7 a d j u s t e d  for inflation.

8 (m) In this secti o n ,  " i n d i v i d u a l "  m e a n s  a r e s i dent, n o n r e s i d e n t ,

9 or p a r t - y e a r  r e s i d e n t  ind i v i d u a l ,  a n d  " f i d u c i a r y "  m e a n s  a re s i d e n t ,

10 n o n r e s i d e n t ,  o r  p a r t - y e a r  r e s i d e n t  fid u c i a r y .

11 * Sec. 5. AS 4 3 . 2 0  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

12 Sec. 43 . 2 0 . 0 3 2 .  T A X  C A L C U L A T I O N  F O R  N O N R E S I D E N T S  A N D  P A R T - Y E A R

13 RESIDENTS. (a) In c o m p u t i n g  t he t a x  of  a n o n r e s i d e n t  or  p a r t - y e a r

14 r e s ident i n d i v i d u a l  or f i d u c i a r y  u n d e r  AS 4 3 . 2 0 . 0 1 1 ( k ) , the p art of

15 the a d j u s t e d  gross i n c o m e  a t t r i b u t a b l e  to s o u r c e s  in the s t a t e  is

16 d e t e r m i n e d  u n d e r  AS 4 3 . 2 0.040.

17 (b) In  c o m p u t i n g  a d j u s t e d  g r oss i n c o m e  a t t r i b u t a b l e  to s o u r c e s

18 in the state, d e d u c t i o n s  a n d  a d j u s t m e n t s  are a l l o w e d  o n l y  to the

19 e x tent that t h e y  are c o n n e c t e d  w i t h  i n c o m e  that a r i s e s  f rom s o u r c e s  in

20 the state or p r o p e r t y  h a v i n g  a s i tus f o r  t a x a t i o n  in the state.

21 * Sec. 6 . AS  4 3 . 2 0 . 0 4 0 ( b )  is a m e n d e d  to read:

22 (b) In this section, i n c o m e  is f r o m  a s o u r c e  h a v i n g  a t a x a b l e  or

23 b u s i n e s s  situs in the s t ate if it is d e r i v e d  f rom

24 (1 ) o w n i n g  or o p e r a t i n g  b u s i n e s s  f a c i l i t i e s  or  p r o p e r t y  in

25 the state;

26 (2 ) c o n d u c t i n g  b u s i n e s s ,  farming, or f i s h i n g  o p e r a t i o n s  in

27 the state;

28 (3) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

29 (4) a p a r t n e r s h i p  tha t  [WHICH] t r a n s a c t s  b u s i n e s s  in the
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s t a t e ;

(5) a c o r p o r a t i o n  that [WHICH] t r a n s a c t s  b u s i n e s s  in  the 

s t ate a n d that [WHICH] has e l e c t e d  to f i l e  federal r e t u r n s  u n d e r  26

U.S.C. 1361 -- 1379 ( S u b title A, C h a p t e r  1. S u b c h a p t e r  S. I n t e r n a l

R e v e n u e  Code) [ S U B C H A P T E R  S O F  T H E  I N T E R N A L  R E V E N U E  CODE];

(6 ) [Repealed, sec. 10, ch. 1, S S S L A  1980.]

(7) e n g a g i n g  in a n y  o t h e r  a c t i v i t y  f r o m  w h i c h  i n c o m e  is 

r e c e ived, r e a l i z e d ,  or d e r i v e d  in  t he s t a t e ^

(8 ) w o r k i n g  f or s a l a r y  o r  w a g e s  in the state;

(9) a n  e s t ate or  t r ust d e r i v i n g  inco m e  f r o m  s o u r c e s  in the

s t a t e .

*  Sec. 7. AS  4 3 . 2 0 . 0 4 0  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If a bu s i n e s s ,  trade, or  p r o f e s s i o n ,  o t h e r  t h a n  the r e n d e r­

ing of p u r e l y  p e r s o n a l  s e r v i c e s ,  is c a r r i e d  o n  p a r t l y  i n s i d e  and 

p a r t l y  o u t s i d e  the state, the i n c o m e  f r o m  s o u r c e s  in  the s t a t e  m u s t  be 

d e t e r m i n e d  as p r o v i d e d  in  AS  43.19.

*  Sec. 8 . AS 4 3 . 2 0  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 3 . 2 0 . 0 6 2 .  C R E D I T S  A G A I N S T  TAX. (a) A  r e s i d e n t  is a l­

lowed, as a c r e d i t  a g a i n s t  the tax o t h e r w i s e  d ue u n d e r  thi s  chapter, 

the a m o u n t  of  i n c o m e  tax i m p o s e d  on the t a x p a y e r  for the t a x a b l e  yea r  

by a n o t h e r  s t a t e  or t e r r i t o r y  of  t he U n i t e d  Stat e s  on i n c o m e  d e r i v e d  

f r o m  s o u r c e s  in the o t h e r  s t a t e  or t e r r i t o r y  that is also s u b j e c t  to 

t a x  u n d e r  this chapter.

(b) T he c r edit a l l o w e d  i n  (a) of this s e c t i o n  is l i m i t e d  to that 

p r o p o r t i o n  of the t ax c o m p u t e d  u n d e r  this c h a p t e r  w h i c h  the t a x able 

i nco m e  f rom t he o t h e r  s t ate or  t e r r i t o r y  b e a r s  to t o t a l  t a x a b l e  i n­

come. T h e  credit m a y  no t  e x c e e d  t he a c t u a l  t ax p a i d  to the o t h e r  

s t a t e  or  territory.

(c) T he a m o u n t s  d e d u c t e d  a n d  w i t h h e l d  as taxes u n d e r  this
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1 c h a p t e r  d u r i n g  a c a l e n d a r  y e a r  are a l l o w e d  as c r e dits to the t a x p a y e r

2 a g a i n s t  the tax i m p o s e d  by this chapter.

3 (d) A  t a x p a y e r  w h o  q u a l i f i e s  f or r e c e i p t  of the A l a s k a  p e r m a n e n t

4 fund d i v i d e n d  u n d e r  AS  43.23 may, u n d e r  r e g u l a t i o n s  a d o p t e d  by the

5 d e p a r t m e n t ,  r e q u e s t  the d e p a r t m e n t  to a p p l y  the d i v i d e n d  as a cred i t

6 a g a i n s t  the tax i m p o s e d  by this chapter.

7 * Sec. 9. AS 4 3 . 2 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

8 Sec. 43 . 2 0 . 1 7 1 .  C O L L E C T I O N  O F  I N C O M E  A T  SOURCE. (a) E v e r y

9 e m p l o y e r  m a k i n g  p a y m e n t  of w a g e s  o r  s a l aries shall d e d u c t  and w i t h h o l d

10 a n  a m ount of tax c o m p u t e d  in a m a n n e r  to a p p r o x i m a t e  the amou n t  of t ax

11 due on  those w a g e s  u n d e r  this c h a p t e r  f o r  that year. T he e m p l o y e r

12 shall remit w i t h h e l d  taxes to the d e p a r t m e n t ,  t o g e t h e r  w i t h  a r e t u r n

13 or  report p r e s c r i b e d  by  the d e p a r t m e n t ,  at the time o r  times r e q u i r e d

14 by the d e p a r t m e n t  by regulation. T h e  d e p a r t m e n t  shall p u b l i s h  the

15 rate of w i t h h o l d i n g  r e q u i r e d  by  thi s  section. E v e r y  e m p l o y e r  m a k i n g  a

16 d e d u c t i o n  a n d  a w i t h h o l d i n g  s h all f u r n i s h  to the e m p l o y e e  no  l a ter

17 tha n  J a n u a r y  31 of the s u c c e e d i n g  year, or w i t h i n  30 days a f t e r  ter-

18 inination of emp l o y m e n t ,  w h i c h e v e r  is earlier, a w r i t t e n  s t a t e m e n t  on  a

19 for m  p r e s c r i b e d  by  the d e p a r t m e n t  s h o w i n g  (1) the n a m e  a nd t a x p a y e r

20 i d e n t i f i c a t i o n  n u m b e r  of the e m p loyer; (2 ) the n ame and s o c i a l  securi-

21 ty n u m b e r  of the employee; (3) the t o tal amount of w a g e s  a n d  o t h e r

22 c o m p e n s a t i o n ;  and (4) the total a m o u n t  d e d u c t e d  and w i t h h e l d  as tax.

23 (b) E v e r y  e m p l o y e r  m a k i n g  p a y m e n t s  of w a ges o r  s a l aries e a r n e d

24 in the state, r e g a r d l e s s  of the p l a c e  w h e r e  the p a y m e n t  is m ade

25 (1) is liab l e  for the p a y m e n t  of the ta x  r e q u i r e d  to be

26 d e d u c t e d  and w i t h h e l d  u n d e r  this s e c t i o n  and is n o t  l i a b l e  to any

27 i n d i v i d u a l  f or t he a m ount of the p a y m e n t ;  and

28 (2 ) s h all m a k e  r e t u r n  of  a nd pay to t he d e p a r t m e n t  the

A  29 a m ount of t a x  l e v i e d  w h i c h  t he e m p l o y e r  is r e q u i r e d  to d e d u c t  a nd
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w i t h h o l d  u n d e r  this chapter.

(c) A n  e m p l o y e r  who fails to c o m p l y  w i t h  this s e c t i o n  is s u b j e c t  

to the p e n a l t i e s  set out in  AS 4 3 . 0 5 . 2 2 0 ( d ) .

(d) If the e m p l o y e r  is the U n i t e d  Stat e s  o r  the s t a t e  o r  a 

p o l i t i c a l  s u b d i v i s i o n  of the state, o r  an  a g e n c y  o r  i n s t r u m e n t a l i t y  of 

one or  m o r e  of those entities, the r e t u r n  o f  the amou n t  d e d u c t e d  a nd 

w i t h h e l d  o n  w a g e s  or  s a l aries m a y  be m a d e  by  an  o f f i c e r  of the e m p l o y­

er h a v i n g  c o n t r o l  of the p a y m e n t  of  the w a g e s  or s a l a r i e s  o r  w h o  is 

a p p r o p r i a t e l y  d e s i g n a t e d  f or that purpose.

(e) In this section, " w a g e s , "  " e m p l o y e e , "  a nd " e m p l o y e r "  h a v e  

the m e a n i n g  a t t r i b u t e d  to t h e m  u n d e r  26 U.S.C. 1 -- 9602 ( I n ternal

R e v e n u e  Code).

* Sec. 10. AS  4 3 . 2 0 . 3 4 0  is a m e n d e d  by a d d i n g  n e w  p a r a g r a p h s  to read:

(12) " f i d u c i a r y "  m e a n s  an  estate, a trust, a gu a r d i a n ,  

trustee, e x e cutor, a d m i n i s t r a t o r ,  receiver, c o n s ervator, or a p e r s o n  

a c t i n g  in a f i d u c i a r y  c a p a c i t y  f o r  a n o t h e r  o r  f or the e s t a t e  of a 

d e c e a s e d  person;

(13) " i n d i v i d u a l "  m e ans a n a t u r a l  person, m a r r i e d  or  u n ­

marri e d ,  adult or  minor, s u bject to p a y m e n t  of  an inco m e  tax u n d e r  26

U.S.C. 1 -- 9602 (Internal R e v e n u e  Code);

(14) " d o m i c i l e "  m e a n s  the l o c a t i o n  of a n  i n d i v i d u a l ' s  true,

fixed, p e r m a n e n t  home and p r i n c i p a l  e s t a b l i s h m e n t ,  to w h i c h  t he i n d i­

vid u a l  intends to r e t u r n  f r o m  any t e m p o r a r y  o r  t r a n s i t o r y  absence;

(15) " n o n r e s i d e n t "  m e a n s  an  i n d i v i d u a l  w h o  is not a r e s i d e n t  

or p a r t - y e a r  resident;

(16) " r e s i d e n c e "  m e a n s  a c t u a l  p h y s i c a l  p r e s e n c e  in the s t a t e  

and is d e t e r m i n e d  w i t h o u t  r e g a r d  to a p e r s o n ' s  domicile;

(17) " r e s i d e n t "  m e a n s  a n  i n d i v i d u a l  who, d u r i n g  the t a x a b l e  

year, w as d o m i c i l e d  in  the s t ate o r  r e s i d e d  in t he s t ate f or t he
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e nti r e  t a x a b l e  year; a n  i n d i v i d u a l  doe s  not lose r e s i d e n t  s t atus 

sip.ply by r e a s o n  of a t t e n d i n g  a n  e d u c a t i o n a l  i n s t i t u t i o n  or b y  s e r v i n g  

in the a r m e d  forces.

* Sec. 11. AS  4 3 . 2 0.012, 4 3 . 2 0 . 0 1 3 ,  a n d  AS  4 7 . 4 5 . 1 2 0 ( a )  are r e p e aled.

* Sec. 12. Sections 1 -- 11 of this A c t  a p p l y  to i n c o m e  r e c e i v e d  a f t e r  

D e c e m b e r  31, 1987.

* Sec. 13. This Act takes effect J a n u a r y  1, 1988.
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