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House Bill 37:
Income Tax and POMV Allocation

Towards a Sustainable Fiscal Solution
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Where We Are

After oil prices collapsed in late 2014, Alaska needed to accomplish
four things in order to establish a sustainable budget:

1. Major budget cuts (mostly in 2015-2018)
2. Structured use of Permanent Fund (SB26 / POMV passed for FY2019)
3. Revised Permanent Fund Dividend formula that works with POMV 
4. New revenues to fill any remaining gap

Thus far, only #1 and #2 have been accomplished.
My proposal resolves the rest.
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What is Different since Last Year?

Three major changes have distorted the short-term budget discussion:

1. Record FY2021 Permanent Fund earnings 
• End-year fund balance $82 billion; the forecast a year ago was $66 billion
• FY2023 POMV draw increased $150 million
• By FY2028, the forecasted POMV draw increases $830 million

2. Oil prices are at highest levels since 2014 
• Forecasted FY2023 revenue up by over $1.1 billion since last year

3. Latest round of federal COVID funding to the State
• Previous bills limited to direct pandemic impact
• 2021 “APRA” can be used for “revenue replacement”
• $1.0 billion in one-time funding
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So do we still need revenue?

Probably.
1. Governor’s 10-year plan (with “50/50” dividend) is in deficit
2. Legislative Finance: governor is undercounted $200-$400 million / year
3. Other holes in the budget

• Base education funding hasn’t been increased in six years
• Various municipal commitments haven’t been met
• Capital budget is highly constrained for years

4. Markets can crash, oil prices can go down
5. 18 months to collect revenue after the bill passes
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Alaska’s current revenue structure hasn’t kept pace
with our changing economy

Source:  DCCED Commissioner Mike Navarre, Presentation to House Finance 3/20/18

Alaska GDP ($millions)
2000 2019 growth

Oil and Gas 3,463.5   4,731.1   37%
All Other Private 17,745.6 38,066.2 115%
UGF Revenue 2,147.6   2,642.5   23%
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Alaskans pay less state and local tax than any other state

Alaska is 5.8% in combined
state and local taxes

Next lowest are 
Wyoming and 
Tennessee at 7.0%

If the PFD ($1,606 in 2019) 
was included as a “negative tax”, 
Alaska’s effective state and local
tax rate would be about 1.7%

Source:  Tax Foundation, Presentation to House Ways and Means, 4/15/21
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Who Would Pay Income Tax?

32%

23%

24%

21%

<$25,000

$25-$50,000

$50-$100,000

>$100,000

Number of Tax Filers from Alaska (IRS 2017)
Single 177,250
Joint 125,830
Head of Household 37,190
Other 8,790
Total Filers 349,060

Total Adult Filers
(assume 2 per joint filer) at least 474,890
Adult Population (2020 census) 549,075

(at least 87%)

Source:  IRS Data for Alaska resident filers, 2017

Income level of 
Alaska resident 

taxpayers

Almost everyone. And per ITEP, 81% of households would pay less 
with an income tax than a sales tax.
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Proposal Specifics:  Income Tax 
Flat rate 2.5% tax based on federal “Adjusted Gross Income” (AGI)

• Most-used metric among states with income taxes 
• Includes all Alaska-source income:  wages, self employment, capital gains,

partnerships, S-corps, retirement, etc.
• Non-taxed “Adjustments” to income include retirement contributions, 

student loan interest, and alimony payments.
• “Itemized” deductions, like mortgage interest, are taken after AGI and would 

therefore be taxed

“Standard Deduction” tied to federal code:  First $12,550 (single), 
$18,800 (head of household), and $25,100 (joint) is not taxed

• PFD payments are also non-taxable income
• Largely eliminates the tax burden on lower-income Alaskans and provides a 

form of “means testing” for the dividend

Forecasted Tax Revenue (per DOR Fiscal Note):  $550 million
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Proposal Specifics:  Permanent Fund Changes

Replaces the current Dividend formula to one based on 10% of the annual 
Percent of Market Value draw plus 30% of oil and gas royalties

FALL 2021 FALL 2020
FY2023 POMV Draw: $3,361 $3,206 million
10% towards the dividend $336 $321 million

FY2023 Royalty Forecast $1,461 $843 million
30% towards the dividend $438 $253 million

Total Dividend Funding $774 $574 million
Per Capita Dividend $1,148 $834

Per current forecasts, the dividend will grow to $1,400-$1,500 by 2030
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Even after paying a tax, most Alaskans would still receive a dividend

• The forecasted FY2023 POMV draw is about $3.36 billion
• A dividend based on 10% of that plus 30% of oil royalties would be a $774 

million appropriation, working out to roughly a $1,148 dividend per person
• For the majority of Alaskans, their tax burden will be less than their 

dividend, meaning they will still receive a net payment from the state

Tax Liability in 2023 for 
Different Household Types

and Income Levels

Tax Liability in 2023 for Different Household Types and Income Levels
Taxpayer 

Type
$25,000 $50,000 $100,000 $200,000 

Dividend $1,148 $1,148 $1,148 $1,148 
Tax $283 $908 $2,158 $4,658 

Net Dividend $865 $240 ($1,010) ($3,510)
Dividend $2,296 $2,296 $2,296 $2,296 

Tax $98 $723 $1,973 $4,473 
Net Dividend $2,198 $1,573 $323 ($2,177)

Dividend $2,296 $2,296 $2,296 $2,296 
Tax $0 $565 $1,815 $4,315 

Net Dividend $2,296 $1,731 $481 ($2,019)
Dividend $4,592 $4,592 $4,592 $4,592 

Tax $0 $508 $1,758 $4,258 
Net Dividend $4,592 $4,084 $2,834 $334 

Single 
Person

Single 
Parent / 

1 Kid

Married 
Couple

Married / 
2 Kids
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• A $2,500 dividend, as proposed by the governor, is risky and unaffordable.
• The dividend we can afford without taxes or major budget cuts is too low to be 

acceptable to most Alaskans.
• A moderate tax with a new PFD formula is the cleanest way to resolve the entire 

fiscal deficit for the long term. 

• The two pieces are roughly equal in size and impact- but not linked
• Budget would be balanced at any oil price greater than about $50 / bbl
• This enables us to afford the dividend into the future while maintaining 

a stable state budget

Conclusions



THANK YOU
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Representative Adam Wool
Rep.Adam.Wool@Akleg.Gov
(907) 465-4976

Feel Free to Call or Email with Any Questions

mailto:Ken.Alper@Akleg.gov
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