ALASKA STATE LEG SLATURE
SENATE STATE AFFAI RS COW TTEE
February 6, 2001
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MVEMBERS PRESENT

Senat or Gene Therriault, Chair
Senat or Randy Phillips, Vice Chair
Senat or Bettye Davis

VEMBERS ABSENT

Senator Rick Hal ford
Senat or Drue Pearce

COWM TTEE CALENDAR

SENATE JO NT RESOLUTI ON NO. 9
Rel ating to the devel opnent and depl oynent of the National Mssile
Def ense System

MOVED SJR 9 OQUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 12
Uging the United States Congress to anmend the tax code to reduce
the marriage penalty.

MOVED SJR 12 OUT OF COW TTEE

#SB 39
SENATE BI LL NO. 39
"An Act relating to an assistant adjutant general for national
mssile defense in the Departnent of Mlitary and Veterans'
Affairs.”

SCHEDULED BUT NOT HEARD
#

PREVI QUS COW TTEE ACTI ON

SJR 9 - No previous action recorded
SJR 12 - No previous action recorded
SB 39 - No previous action recorded
W TNESS REQ STER

Senator Loren Lenman

State Capitol Building, Roomb5
Juneau, AK 99801
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POSI TI ON STATEMENT: Sponsor

M . Bob Srenak

Sr emak- Hi ght ower CPA' s

Suite 400 3111 C Street

Anchor age, AK 99513

POSI TI ON STATEMENT: Expl ai ned the tax consequences of SJR 12.

Ms. Leanna Dube
Delta Junction, AK 99737
POSI TI ON STATEMENT: Supports SIJR 9 and SB 39.

ACTI ON NARRATI VE

TAPE 01-3, SIDE A
Number 001

CHAl RVAN GENE THERRI AULT cal l ed the Senate State Affairs Comm ttee
neeting to order at 3:30 p.m Senators Phillips, Davis and Chairmnman
Therriault were present. There were three itens on the agenda: SJIR
9, SIJR 12, and SB 39. The first order of business was SJR 12
Elimnate Marriage Tax Penalty. Senator Leman, sponsor, was invited
forward to explain the resol ution.

#SJR 12
SJR 12- ELI M NATE MARRI AGE TAX PENALTY

SENATOR LEMAN del i vered the foll ow ng sponsor's statenent.

SJR 2 expresses the Legislature's support for reducing the
i nbalance in the federal Tax Code that taxes mnarried couples
di sproportionately nore than unmarried couples earning the sane
| evel of incone.

The marriage penalty inpacts mllions of married couples. According
to the Congressional Budget Ofice (CBO, under current tax |aws
married couples pay an average of $1,480 nore in taxes each year
than two unmarried people. Between 66 and 68,000 Al askans are
af f ect ed.

The two primary penalties are the standard deduction and the
graduated rate structure. First, the standard deducti on anount for
joint filers is not twce that for those claimng single status.
Thi s nmeans an unmarried coupl e can deduct nore of their incone than
a married couple. Second, incone rate structures that push
t axpayers into higher brackets are |less than twice for joint filers
than for those claimng single status. This means that a married
couple may be forced into a higher tax bracket than an unnarried
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coupl e earning the sane conbi ned i ncone.

Congress attenpted to deal with the nmarriage penalty |ast year when
it passed the "Marriage Tax Relief Reconciliation Act of 2000."
This woul d have provided tax relief to married couples penalized
under current tax |aws, but President Cinton vetoed the neasure.
Because President Bush and his Cabinet have expressed strong
support for reducing taxes, Congress should revisit the marriage
penal ty.

SENATOR LEMAN said that M. Bob Sremak, CPA, was online to answer
any specific questions about the standard and graduat ed deducti ons.

CHAI RVAN THERRI AULT asked M. Sremak if he had any testinony.

MR BOB SREMAK said that he had sone general comments. He said that
this was a conplex issue that is not incone specific; both upper
and |lower income couples are affected. Any provisions that are
sensitive to earned incone or adjusted gross incone my be
i npacted. An exanple is earned inconme credits where the nore earned
incone credits on a return, the lower the possibility the filer
will qualify for the earned incone credit. OQther areas such as
phase out for individual retirenment accounts, child tax credits and
i nterest deduction for interest on college education are affected.
It's an inequitable area that nust be dealt wth.

MR. SREMAK said that anyone with children under age 14 and
receiving a permanent fund check could have part of that taxed at
the parent's rate. As a married couple, roughly $43,000 of taxable
income is the limt for staying in the 15 percent tax bracket.
After that, you nove into the 28 percent bracket. It's possible for
children under 14 years old to be in the 28 or 31 percent bracket
for the permanent fund dividend. It's tagged onto what the parents'
incremental rate becones.

CHAI RVAN THERRI AULT asked if the tax was applied to the entirety of
t he permanent fund check because it was unearned i ncone.

MR. SREMAK said no, it's phased in. Basically, any inconme over
$1,400 woul d be taxed at the parents' highest rate. CGenerally, the
first $700 of unearned incone for soneone under 14 years old isn't
taxed, the next $700 is at 15 percent, and then anything over
$1,400 is taxed at the highest of either the child' s or parents
rate.

CHAI RVAN THERRI AULT asked for questions. There were none. He then
asked for a notion.
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SENATOR PHI LLIPS made a notion to nove SJR 12, as witten, to the
next conmittee of referral.

CHAl RMAN THERRI AULT noted that there was a zero fiscal note
att ached.

He asked for any opposition. There being none, the bill and fiscal
note were forwarded to the next conmmttee.

#

Number 453

#SJIR 9

SJR 9- NATI ONAL M SSI LE DEFENSE SYSTEM

CHAI RVAN THERRI AULT said SIJR 9 was the next order of business. He
asked Senator Leman to give his statenent.

SENATOR LEMAN t hanked Chairman Therriault for the tinmely scheduling
of the resol ution.

He said that the United States reigns suprene as the |ast great

superpower, but there is still no ability to protect the nation
fromballistic mssile attack. He cited the Departnent of Defense
(DoD) report titled "Proliferation: Threat and Response" pointing
up the growing threat the U S. faces from foreign nations
devel opi ng m ssile technol ogy. Former Secretary of Defense WIIliam
S. Cohen wote that at |east 25 countries possess or are working on
the capability to inflict nuclear, chem cal or biological harm

They are working on either the weapons or a nmeans of delivering
t hem

General Norton Schwartz said nuch the sanme thing in his report
delivered to the Joint Arned Services Commttee on January 30,
2001. He cited trouble areas in North Korea, Iran and lraqg. In
response to the perceived threats, the U S. has been devel oping a
national mssile defense system but it has yet to be built.
Al t hough Al aska has been nentioned as a preferred alternative for
the location of key system conponents |like the radar site and
| ocation of the ground based interceptor sites, there are
unanswer ed questions such as design type, deploynment |ocation and
bui l di ng tinmeline.

Number 650

Defense Secretary Donald Runsfield feels that the 1972 Anti
Ballistic Mssile Treaty with the Soviet Union is outdated.
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According to this treaty, Alaska is not an eligible site. Current
thinking is that Alaska is the only location that would provide
defense of all 50 states.

During the canpai gn, President Bush said he supported devel opnent
of the National Mssile Defense System and Al aska's del egation is
supportive as well. The resolution encourages President Bush to
nove devel opnent forward as soon as technol ogi cally possi bl e.

CHAI RVAN THERRI AULT asked for questions for Senator Lerman. Seeing
none, he called on Leanna Dube fromDelta Junction to testify via
t el econf erence.

LEANNA DUBE said she works for the Gty of Delta Junction and that
the econony of Delta Junction continues to suffer from the
downsi zing of Fort Geeley. The national mssile deploynent
environment al inpact statenent of 2000 identifies Fort Geeley as
the preferred alternative for placenent of the ground based
interceptor and conmand and control elenents. The Cty of Delta
Junction therefore, supports both SJR 9 and SB 39 as a neans of
revitalizing the econony of the area.

CHAI RVAN THERRI AULT asked Ms. Dube to fax a copy of her letter to
himat (907) 465-3884.

He asked for any other questions or anyone el se wanting to testify.
There were none.

CHAI RVAN THERRI AULT noted that there was a zero fiscal note
acconpanyi ng the resolution. He asked for anendnents. There were
none. He asked for the rule of the commttee.

SENATOR PHI LLI PS made a notion to nove SJR 9 and fiscal note to the
next conmittee of referral.

There were no objections.
#

#SB 39
SB 39- ASST. ADJUTANT GENERAL FOR M SSI LE DEFENSE

CHAI RVAN THERRI AULT announced that Major CGeneral Phil QGates was not
available to testify on SB 39 so it would be held over until the
neeti ng Thursday, February 8, 2001.

#

The neeting was adjourned at 3:40 p. m
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