HOUSE FI NANCE COWM TTEE
May 02, 2002
9:20 A M
TAPE HFC 02 — 101, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 9:20 A M

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representative El don Miul der, Co-Chair
Representative Con Bunde, Vice-Chair
Representative Eric Croft
Representati ve John Davi es
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson
Representati ve Ken Lancaster
Representative Carl Mses
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Representative Lisa Murkowski

SUMVARY

HB 225 An Act relating to municipal taxation of alcoholic
beverages and increasing the alcoholic beverage
tax rates.
CS HB 225 (FIN) was reported out of Commttee with
a “do pass” recommendation and wth a new fiscal
note by Departnent of Revenue.

#HB225

HOUSE BILL NO._ 225

An Act relating to nunicipal taxation of alcoholic
beverages and increasing the alcoholic beverage tax
rates.

Vi ce-Chair Bunde MOVED to RETURN to the table HB 225. There
bei ng NO OBJECTIQN, it was so noved.
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Vice-Chair Bunde MOVED to ADOPT the conmttee substitute
#22-1L.S0806\ R, Kurtz, 5/01/02, as the working docunent before
the Commttee. There being NO OBJECTIQN, it was adopted.

Representative Harris MOVED to AMEND the bill by adopting
Amendnent #1, #22-1LS0806\0.4, Kurtz, 5/2/02. The anmendnent
woul d phase the ten cents per drink in over a three-year
period. Co-Chair WIIlianms OBJECTED.

REPRESENTATI VE LI SA MJRKONEKI opposed t he pr oposed
anmendnent . She noted that it would nmake the npst sense to
i npl enent the |l egislation and get the tax “in place” and not
have to work it through a three-year period. The adopted
commttee substitute addresses stockpiling. Representati ve
Mur kowski comrented that she did not understand how the
transition provision would work if there were a three year
phase in.

Vice-Chair Bunde inquired if the costs to the Departnent of
Revenue would triple if the tax were put in place over a
t hree-year peri od.

Representative Mirkowski explained the excise tax 1is
accessed at the bondi ng warehouse when the product | eaves.
A sinple process is used to increase the tax. At this tine,
the tax on spirits is $5.60 a gallon and if HB 225 is
adopted, it would be $12. 80 per gallon.

Representative Croft referenced the inventory floor tax. He
remenbered that there was stockpiling happening when the
cigarette tax was passed. He asked if that would occur if
t he anendnent passed.

Representative Mirkowski replied that she did not know how
that woul d worKk. If the increased tax was inplenented on
the effective date, it is clear how the floor stock tax
woul d happen. When doing the inventory, that nunber woul d
be provided to the Departnent of Revenue. She did not know
how the tax would affect it and if the Departnent of Revenue
had consi dered that.

Vi ce-Chair Bunde comrented that if there were a stockpiling
and a warehouse inventory tax, sonme warehouses woul d need to
go through that process three tines, which would cost noney.

Represent ati ve Murkowski agreed.

Representative Harris argued that for those distributors
that stockpile, that was the | east of their concerns. Those
nmerchants would rather absorb any added costs rather than
what they anticipate they will loose with the sales to the
responsi bl e drinkers. He enphasized that the nerchants
woul d rather see the tax phased in. Representative Harris
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added that it would not be absorbed at the whol esale | eve
and woul d be passed on to the consuner.

Representative \itaker questioned the intent of the
amendnent .

Representative Harris explained that it was his intent to
mnimze the inpact of the tax increase happening all at one
tinme and the anmendnent woul d provide for businesses and the
public to phase into the change.

Representative Witaker recommended that the effect of the

phase should be determned and how it wll affect each
drink. Representative \Witaker spoke against the amendnent,
claimng that it would prolong the inevitable. The bill

creates a tax and soneone nust pay it sooner or |later.

Vi ce- Chair Bunde asked Representative Mses if a tax to the
retailer would have a greater inpact if inplenented in one
year or in three years.

Representative Mdses advised that it would not be that nuch
trouble to change the prices each year. He pointed out that
nost busi nesses would increase their retail price.

Vice-Chair Bunde commented that was the intent of the tax,
however, he did not want to see the tax beconme nore
burdensone for the retail ers.

Representative Croft spoke to the phasing in question and
asked Representative Miurkowski's thoughts on enacting the
proposal. He asked what position that would place Al aska in
relationship to the rest of the states.

Representati ve Murkowski explained that the price would be
ten cents per drink on beer, wine and spirits. That price
conpared to other state's taxes where the average per drink
price is thirty cents, Al aska, at ten cents per drink, would
be well below the national average. She reiterated that
menber’s should keep in mnd that Al aska does not have any
other State tax on al cohol.

Representati ve Murkowski spoke to Amendnent #1. She stated
that it would appear that a phase in would assist the
whol esalers at the tine that they have to pay the excise
t ax. However, the net effect to the consum ng public, who
ultimately pay the tax, would be less of a hit if the tax
wer e changed one tine only.

Aroll call vote was taken on the notion.

I N FAVOR: Fost er, Harri s, Mbses, Bunde, Mul der,
WIIlians
OPPCOSED: Lancaster, Wiitaker, Croft, Davies

House Fi nance Committee 3 05/ 02/ 02 9:20 AM



Representati ve Hudson was not present for the vote.
The MOTI ON PASSED (6-4).

Co- Chair Mul der MOVED to DELETE Section #3. Representative
Croft OBJECTED.

Co- Chair Mul der argued that section was punitive.

Representative Mirkowski responded that Section #3 was
i ntroduced at the request of the Departnment of Revenue as a
direct response to what they saw to the increase of tax.
She noted that the Departnent knows that there is already
stockpiling going on in anticipation of the |egislation.

Representative Davies understood that when the tobacco tax
was inplenmented, it took about six nonths before sales cane
back. Stockpiling did occur in nost of the |larger stores at
a di sadvantage. Renoving Section #3 would place the smaller
stores. He spoke against the anmendnent.

Representative Witaker agreed with coments nade by Co-
Chair Miul der that the | anguage was punitive.

Aroll call vote was taken on the notion.

I N FAVOR: Fost er, Harri s, Hudson, Lancast er, Mbses,
VWhi taker, WIIlians, Ml der
OPPCOSED: Davi es, Bunde, Croft

The MOTI ON PASSED (8-3).

Co-Chair Mulder MOVED to report CS HB 225 (FIN) out of
Committee wth individual recommendations and wth the
acconpanyi ng fiscal note.

Represent ati ve Foster OBJECTED.

Aroll call vote was taken on the notion.

I N FAVOR: Croft, Davies, Harris, Hudson, Lancaster,
Mbses, Whitaker, Bunde
OPPQOSED: Foster, Mulder, WIIlians

The MOTI ON PASSED (8- 3).

CS HB 225 (FIN was reported out of Committee with a “do
pass” recommendation and wth a new fiscal note by
Departnent of Revenue.

#
ADJ QURNVENT
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The neeting was adjourned at 9:48 A M
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