ALASKA STATE LEG SLATURE
SENATE STATE AFFAI RS STANDI NG COW TTEE
April 3, 2003
3:35 p.m

MVEMBERS PRESENT

Senator Gary Stevens, Chair
Senat or John Cowdery, Vice Chair
Senat or Fred Dyson

Senat or G et chen Cuess

VEMBERS ABSENT
Senat or Lyman Hof f man
COWM TTEE CALENDAR
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SENATE BI LL NO. 137
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SB 117 — See State Affairs m nutes dated 3/27/03
SB 137 — No previous action to record.

W TNESS REG STER

Lorilyn Swanson

415 W1 1 oughby Avenue
Juneau, AK 99801

POSI TI ON STATEMENT: Opposed

Dori s Peck

3250 Tongass Bl vd,

Juneau, AK 99801

POSI TI ON STATEMENT: Opposed

Dori s Robbi ns

P. 0. Box 21011

Juneau, AK 99802

POSI TI ON STATEMENT: Opposed

Maxi ne Derr

701 Lori Dr.

Anchor age, AK 99504
POSI TI ON STATEMENT: Opposed

Patricia Barber

2060 Bel nont Dr.

Anchor age, AK 99517
POSI TI ON STATEMENT: Opposed

J.R Hank Langnman

3921 Astro Circle

Anchor age, AK 99517
POSI TI ON STATEMENT: Opposed

John Webst er

660 Coville Lane

Pal ner, AK 99645

PCSI TI ON STATEMENT: Opposed

Erni e Line

2645 Wi speri ng Wods
Wasilla, AK 99645

PCSI TI ON STATEMENT: Opposed
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P. O, Box 874287
Wasilla, AK 99645
POSI TI ON STATEMENT: Opposed

Nancy Mendenhal
1907 Yankovi ch
Fai r banks, AK 99709

John Boul ette

P. 0. Box 56896

North Pol e, AK 99705

PCSI TI ON STATEMENT: Opposed

Ni il o Koponen

710 Chena Ri dge Road

Fai r banks, AK 99709

POSI TI ON STATEMENT: QOpposed

CGenenei va Pear son

P. 0. Box 669

Kodi ak, AK 99615

POSI TI ON STATEMENT: Opposed

Evan Cundi ff

41115 Sterling Hwy

Homer, AK 99603

POSI TI ON STATEMENT: Opposed

Earl danville

38290 Sterling Hwy

Anchor Point, AK 99556

POSI TI ON STATEMENT: Opposed

Vi Jerrel

P. O Box 938

Homer, AK 99603

POSI TI ON STATEMENT: Opposed

Ed Zastrow

3530 Denali Ave

Ket chi kan, AK 99901

POSI TI ON STATEMENT: Opposed

Guy Townsend

830 Peterson Street

Ket chi kan, AK 99901

POSI TI ON STATEMENT: Opposed
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Lenore Jones

5125 Silver Sal non Drive

Kenai, AK 99611

POSI TI ON STATEMENT: Opposed to SB 117

Vi vi an Swanson
P. O Box 1483 Sol dotna, AK 99669
PCSI TI ON STATEMENT: Opposed to SB 117

Monty Ri chardson
Sewar d, AK 99664
POSI TI ON STATEMENT: Opposed to SB 117

Robert Mbnt egue
Anchor age Pi oneer Hone
POSI TI ON STATEMENT: Opposed to SB 117

Tom Davi s

P.O Box 877730

Wasi |l a, AK 99687

POSI TI ON STATEMENT: Opposed to SB 117

Robert Thi bodeau
1616 d aci er Ave
Juneau, AK 99801
POSI TI ON STATEMENT: Opposed to SB 117

Larry Persily

Deputy Conmi ssi oner

Departnent of Revenue

PO Box 110400

Juneau, AK 99811-0400

PCSI TI ON STATEMENT: Testified on SB 137

Ji m Sykes

P. 0. Box 696

Pal mer, AK 99645

POSI TI ON STATEMENT: Testified on SB 137

ACTI ON NARRATI VE

TAPE 03-14, SIDE A

CHAIR GARY called the Senate State Affairs Standing Conmittee

neeting to order at 3:35 p.m Present were Senators Dyson, Quess
and Chair Gary Stevens. Senator Cowdery arrived nonentarily.
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The first order of business was SB 117.

#SB 117
SB 117-ELI M NATI NG LONGEVI TY BONUS PROGRAM

CHAI R GARY STEVENS announced this was the second hearing for SB
117 and he would take testinony for one hour. He asked
i ndi viduals who spoke during the previous hearing to allow
others the opportunity to express their views. He said he would
rotate testinony anong the different sites.

LORILYN SWANSON, the nmnager of Fireweed Place in Juneau,
opposed SB 117 and read the following into the record:

Last week | presented witten testinony to you but had

to |l eave prior to testifying.

My one suggestion to you in that testinony was that
you consider contacting the Longevity Ofice for
addresses of constituents in your district so that you
could contact them first hand and get an overall sense
of how inportant this nonthly inconme is to them This
went along wth the fact that the Governor’s office is
stating and still is that they are hearing nore on the
pull-tab legislation and very little from seniors on
the longevity bonus issue. | hope that you have been
able to contact some of your constituents prior to
making a decision to pass this bill out of vyour
comm ttee today.

This past week seniors receiving the longevity bonus
received a letter from the Governor on the safety net
prograns. This letter offended nmany. They felt that
they were being told to apply for welfare. Mich has
been said about the so-called safety nets that the
state has in place for seniors. Mich has not been said
about the fact that any senior cannot make over $914
up to $1,025.01 and special inconme groups $1,656 or
they will not qualify for these safety nets. These
safety nets are not going to help nbst seniors now
receiving the longevity bonus as their income will not
fall to this poverty level but it will be close.

The permanent fund is also at question this year. Yes
this would affect all Al askans but especially a ngjor
loss to low inconme seniors should they also |ose the
| ongevity bonus.
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This program was an incentive to seniors in order to
allow them to stay in Al aska. W need the seniors in
Al aska. Listen to your constituents. Listen to the
seniors. There is sense of panic from those who
currently show the bonus as 20 to 30 percent of their
i ncone. You have and will hear nore testinony on how
the bonus is used for necessities such as rent, fuel
electricity, and prescriptions. It is true.

Sooner or |later soneone is going to have to step up to
the plate and show seniors that he or she is wlling
to nmake a stand for them let it be you, do not pass
SB 117 out of your commttee today.

SENATOR JOHN CONDERY questi oned whether she would favor placing
a question on the Permanent Fund Dividend application asking the
applicant to contribute part of his or her dividend to seniors
to continue the | ongevity bonus program

M5. SWANSON t hought that would be a good idea. She didn't think
cutting the programconpletely on July 1 was fair.

DORI'S PECK from Juneau spoke for those who are 75 and older to
oppose SB 117. Many of these people are struggling with their
own budgets. Few are able to nove into the work force and none
that she interviewed want to step into the welfare safety net.
She said, “Please don't jerk the rug from beneath the elders.
They |ive on budgets too.”

DORIS ROBBINS from Juneau represented the Retired Public
Enpl oyees of Alaska. She does not receive the bonus, but
believes the state should keep its promse to seniors. The
program is phasing itself out with the youngest recipient at 72
years old. Seniors are inportant to Al aska s econony because
they keep nost of their noney circulating within the state. They
are carriers of our Alaska heritage and serve as good role
nodels. She said she would be wlling to donate from her
permanent fund to keep the bonus program alive.

MAXI NE DERR from Anchorage opposed SB 117. She is thankful for
the program because she has no pension even though she worked
for many years. She favored a neans based test.

PATRI CI A BARBER has lived in Alaska for nore than 40 years and

her husband is a third generation Al askan. She wanted to rebut
the comments nmade by the Administration stating that the program
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is inequitable. She doesn’t receive the bonus but that is no
reason to cut it for others; life isn't always equitable. The
Adm nistration’s logic is personally offensive and others in her
sanme situation have simlar feelings.

“Qur seniors are visible and in sonme comunities, vital... It’'s
a win-win situation. The seniors who now receive the bonus
shoul d continue to do so. Period, end of subject.”

J.R HANK LANGVAN has lived in Alaska since 1949 and his wfe
has been an Al askan since 1944. He asked, “How can you believe
that you can renove from the econony of Alaska, $47 mllion and
not hurt the econony?” The safety net prograns couldn’t possibly
cushion the small comunities across the state against this |oss
of revenue.

JOHN WEBSTER from Palner is a 40 year resident of Alaska. He
spent His career working for the U S  Postal Service in
Anchorage. He is distraught at the termnation of the |ongevity
bonus because it reduces his income 9 percent. He pointed out
| ongevity dollars turn over many tinmes creating jobs for others.

He closed saying,” Take ny longevity and nmke an instant
Denocrat out of ne.”

ERNIE LINE from Wasilla opposed SB 117. He has been in Al aska
since 1945 when Forth Avenue was the only paved road in town. He
has recently suffered a nunmber of illnesses and physica

set backs and the | ongevity bonus hel ps make ends neet.

He questioned why there is so nuch antipathy to an incone tax.
He said, “Don’t pick on the seniors, we're not really as bad as
sone people nake us out to be.”

LOUI SE HARRI'S, President of Palnmer Senior Center, is 89 years
ol d. The bonus checks are spent in Al aska and provide econonc
stinmulus to communities. In addition, the program probably costs
the state less than public assistance and certainly it has a
different neaning for older Al askans. People in their 70s, 80s
and 90s shouldn’'t be expected to reenter the workforce to
repl ace the bonus checks.

NANCY MENDENHALL from Fairbanks opposed SB 117. The program has
been successful in encouraging retirees to remain in Al aska.
Seniors invest considerable time, noney and resources to nake
their communities better places to |live. She asked whether data
was available to show the contributions made by seniors and
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whet her they wouldn’t nore than offset the longevity bonus
program

JOHN BOULETTE from North Pole opposed SB 117. He has lived in
Al aska for 39 year, is 72 years old and gets the snallest bonus.
It helps pay for his utilities and prescription drugs. He has
spent the last 18 years volunteering in his community and he
remenbers when there were few volunteers because no one could
afford to live in Al aska when they weren’t working.

Nl I LO KOPONEN opposed SB 117. He is a former nenber of the
Legislature and has lived in Alaska since 1952. He renenbers
when t he program was instituted duri ng t he Hanmond
Adm ni stration. The phase-out was witten as a contractual
agreenent with the people who were then receiving the bonus.
Elimnating the program would break this contract, it would
adversely inpact small conmunities and it would inpact famlies
of seniors.

GENENEI VA DEE DEE PEARSON from Kodi ak opposed SB 117. She does
not receive the bonus but still doesn't want to see the program
cut. She wondered whether the Governor and |egislators weren't
counting on seniors being around for the next election. An
income tax would be fair.

EVAN CUNDI FF opposed SB117. He and his wife have lived in Honer
for 45 years and they plan to die in Al aska. He believes
elimnating the longevity bonus program is a travesty. The
letter from the Governor stated that no one should be paid the
bonus since nore Al askans over 65 don’t receive the bonus than
do elicited the suggestion to take everyone off the state

payroll and start over again. This would include all state
enpl oyees as well as all state legislators. He closed saying,
“I'f we nust conserve, let’s put a little conpassion in our

conservatism”

EARL GLANVI LLE from Anchor Point opposed SB 117. He noved to
Al aska in 1943. Because there has been such a rapid growth in
state governnent, he asked that the Governor elimnate all state
enpl oyees that do nothing nore than hold down a chair and
shuffl e papers.

VI JERREL from Honer opposed SB 117. Although she doesn’'t
receive a bonus check, she feels it is necessary to protect
those seniors who do get a check. There has been lots of good
testinony given in defense of the program There is a public
perception that the salaries for the Governor and many of his
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top admnistrators could be reduced and added to the bonus
program “If Governor Mirkowski had canpai gned on his request to
elimnate the longevity bonus program Fran U ner would be
governor today.”

ED ZASTROW from Ketchi kan has lived in Alaska for 45 years. He
spoke on behalf of 30 seniors from the Ketchi kan Senior Center
whose signatures were faxed to the Chair as an expression of
opposition to SB 117.

He is also the president of the | ocal AARP chapter and all those
nmenbers are opposed to the bill. Representative WIIlians and
Senat or Tayl or spent over two hours in a pre legislative hearing
and are aware of the opposition.

GQUY TOMSEND from Ketchikan opposed SB 117. He arrived in
Ketchikan in 1936 He wondered if this is the start of |ongevity
reci pients | eaving Al aska.

LENORE JONES from Kenai opposed SB 117. Wen she read the
Governor’s letter that stated the bonus program was inequitable
she was amazed that the CGovernor thought the Legislature could
pass laws to nake everyone equal. Seniors currently receiving
t he bonus have already paid their dues to the state.

VI VI AN SWANSON from Kenai opposed SB 117. She is the president
of the local AARP chapter and they believe those receiving the
bonus depend on it as part of their nonthly budget.

MONTY RI CHARDSON from Seward opposed SB 117. He and his wfe
receive the bonus and its elimnation conbined with new user
fees will considerably inpact their economc status. Although
they won’t be lined up at the welfare office, there are nany
Al askan seniors who are barely scrinping by on inconmes close to
the poverty level. The children of these I owincone seniors wll
suffer and do without if the bonus program is elimnated. He
agreed with M ke Doogan; those not receiving the bonus have but
one leg while those currently receiving it have two legs. The
Governor’s proposal is to see that everyone has just one |eg.

ROBERT MONTEGUE spoke on behalf of the residents of the
Anchorage Pioneer honme to oppose SB 117. Many of the residents
have sent public opinion nessages to legislators and a letter to
t he Governor as well.

TOM DAVIS, the director of the Chugiak Senior Center, testified
for the seniors at the center in opposition to SB 117. They
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asked that the bill be thrown out as frivolous |egislation. Mny
of the Governor’'s safety net prograns can’'t really be supported
as a safety net and the Governor’s proposed budget recognizes
t hat .

SIDE B
4:25 pm

ROBERT THI BODEAU from Juneau spoke as a nenber of the Juneau
Comm ssion on Aging in opposition to SB 117. He read the
conclusions the MDowell Goup reached regarding the economc
i npact of seniors.

Al aska seniors are one of the largest single sources
of noney flowing into the state. Senior retirenment
income and nedical paynents have a significant
beneficial effect on the state econonmy. At the sane
tinme, nore than half of Al aska seniors live
precariously on the wedge of solvency. For soneg,
financial considerations nay determ ne whether they
continue to reside in the state. For nmany others, a
conbi nati on of financial benefits available from state
and nunicipal governnments is critical to their well-
bei ng.

He said his parents cane here in 1922 and they left in 1953
because seniors did not retire in Alaska. In 1988 just two
percent of the senior population was in Al aska.

Seniors contribute a great deal to Alaska and if the state is
interested in supporting the tourist industry and the fishing
industry it should al so support the senior citizen industry.

CHAI R GARY STEVENS said he would read the nanmes of everyone that
signed up to testify but didn't get the chance. He encouraged
anyone who wanted to object to anything that was said previously
to speak up. He read the foll ow ng nanes:

JUNEAU. Barbara Deboff, Wallace Deboff, Ralph C Hunt, Betty
Hunt, Maxine MCoy, GCeorge Rogers, Maurice Long, Jim Carroll,
Jean C ayton, Norma Sherwin, Alto Van Sickle, Ernestine Denny,
Ethel Ryman, Julie Morris, Rosalee Wlker, Judy Wagant, M ke
Race

ANCHORAGE: John Stripe, Ron Hammett, Jesse Woten, Ron Cowan,
Madge Anderson, Ruth Talley, David Ring, Ervin MKenzie, John
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Ander son, CGordon Gei ss, Ed Bar ber, Nella Woten and six
observers

MAT SU.  Jim Watenpaugh, Jim Flemng, Bill Church, Patricia
Fl em ng, Ji m Sykes,

FAI RBANKS: Ed Shellinger, denn Hackney, Betty Hufman, Joe
Strunka, den Franklin, Charlotte Davis, GCeorge Taylor, Wlter
Shuros, Janette Hanneman and seven observers

KCODI AK: Marjorie Thera

KETCHI KAN: Don WMacM I | an, Ernest Snel tzer, Mabel Snel t zer
Shirley Carlin

KENAI : Vivian Jolin, WE. Jolin
SEWARD: Florita Richardson, Margaret Anderson

There was no one that disagreed with previous testinony on SB
117.

CHAI R GARY STEVENS stated the testinony in opposition to SB 117
was enornous. He thanked everyone for their testinony and he
appreciated the stories and pioneer experiences in Al aska. He
expressed appreciation for the service the seniors have given
and continue to give to the state and nati on.

He pointed out this is the Governor’s bill and the commttee was
asked by both the Admi nistration and the majority |eadership to
nove the bill to the Finance Conmttee where it wll be

di scussed with other fiscal itens.

SENATOR COWDERY said he didn't believe there would be a do pass
in the room but he was going to make a notion to nove SB 117
fromcomittee with individual recomendations.

CHAI R GARY STEVENS asked whet her there were any objections.

SENATOR GUESS objected and asked to speak to her objection. She
sai d:
|’ve actually been giving this a trenendous anount of
thought and | appreciate everyone’'s testinony and
t hank you for recognizing what people put in.

The other day | told soneone that |’'ve never gotten
nore e-mail correspondence and testinony on an issue.
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|’ve only been here three years, but dealt wth nost
of the controversial issues in those three years.

Sonmeone said, “Well they nust be really organized.”
and | said no, they're scared. | really do think
that’s the fact. | don't honestly think the Governor
has the support and Senator Cowdery pointed out
there’s not going to be a do pass on this bill. No one
nore than me knows the fiscal problens of this state.
| think this is a shortsighted policy, honestly. |

think it does break a promse and | honestly think
it’s just plain nmean, but | don't want to inpugn
everything. | don't think it was nmeant to be that way.

| understand the pressure to support a Governor

especially for the mgjority but 1 truly believe if
theres a time to stop a bill it’'s this tinme. There
areother bills that are nore financial bills, but this
one’s keeping people up at night and I think we just
need to say, “You know, we respect that you put it
forward, but it needs to stop here.” | disagree wth
noving it out. | don't think it’s the right thing for

the comm ttee.

SENATOR COWDERY inforned nmenbers he and his wife receive the
bonus.

SENATOR GQUESS infornmed nenbers her nother-in-law receives the
bonus.

CHAIR GARY STEVENS infornmed nenbers his nother-in-law receives
t he bonus.

CHAI R GARY STEVENS called for a roll call vote on the notion to
nove SB 117 to the Finance Commttee. Senators Cowdery, Dyson
and Chair Gary Stevens voted yea and Senator QGuess voted nay.
The notion passed and SB 117 noved fromcomittee.

#

CHAI R GARY STEVENS called an at-ease at 4:40 pm and reconvened
the hearing at 4:45 pm

TAPE 03-15
SIDE A
4:45 pm
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#SB 137
SB 137- EMPLOYMENT TAX FOR EDUCATI ON

CHAIR GARY STEVENS asked for a notion to adopt the commttee
substitute (CS)

SENATOR JOHN COWDERY nade a notion to adopt the CS \'S Kurtz for
SB 137 for discussion purposes. There being no objection, it was
so ordered.

CHAI R GARY STEVENS expl ained the bill would inpose a $100 a year
tax on each enpl oyed individual age 19 or older. The noney would
be deducted in $50 increnents from an enployees first two
paychecks after July 1 of each year and after the first $1,000
in wages was earned. The Departnent of Revenue estimates this

bill would generate $39 nmillion this year and in every
subsequent year. They project the need for ten full tine
per manent workers and ten tenporary clerks during the tax season
for operation. The estimated operating cost is $1.2 nmillion in

year one and $820 thousand i n subsequent years.

It is intended to supplenment educational funding and reduce the
draw from the Constitutional Budget Reserve. It would apply to
workers from out of state and would be part of a |ong-range
fiscal plan

SENATOR COWDERY asked if someone that started work in Decenber
and earned $800 woul d be subject to the tax.

CHAI R GARY STEVENS expl ained the accounting would run through
the fiscal year, from July 1 through June 30 and if the worker
did not neet the $1,000 threshold, they wouldn't be subject to
t he tax.

SENATOR COWDERY asked who woul d coll ect the tax.

CHAI R GARY STEVENS inforned him the enployer would collect the
tax and remt it to the Department of Revenue. He then asked M.
Persily to cone forward to speak to the issue.

LARRY PERSILY, Deputy Comm ssioner of the Departnent of Revenue,
explained it would be set up in nmuch the same way as an incone
tax even though this was not an incone tax. The enployer would
wi t hhold the noney and send in nonthly reports to the Departnent
of Revenue. For soneone who works in two different jobs and had
the noney wthheld both tines, the departnent would process a
refund for that person.

SENATE STA COW TTEE -13- April 3, 2003



CHAI R GARY STEVENS asked if there would be a form available for
the enpl oyee to show subsequent enployers that they had already
paid the tax.

DEPUTY COW SSI ONER PERSILY el aborated saying either the pay
stub woul d show the noney had been paid or there would be a form
that the enployer would fill out for subsequent enployers.
Peopl e hol di ng down two jobs m ght be charged nore than once and
require a refund. The departnent woul d expect to process several
t housand refunds, but they would do everything possible through
enpl oyer education to keep the nunber to a m ni nrum because there
is a cost to a refund.

CHAI R GARY STEVENS asked if enployers would be able to check on-
line to determ ne that an enpl oyee had al ready paid.

DEPUTY COW SSI ONER PERSI LY advised the departnent would make
the process as autonmated as possible. Prior to 1980, the $10 tax
was added to the state incone tax due which nmade collection very
easy. Wthout an incone tax, the departnment would have to set up
a procedure.

SENATOR COWADERY asked if the enployee couldn’'t carry a card
showi ng they had paid just |ike those with insured cars.

DEPUTY COWM SSI ONER PERSILY said they would develop a simlar
procedure that would save the state the expense of a refund and
enpl oyers the expense of wthholding when they didn't need to
wi t hhol d.

SENATOR CGRETCHEN GUESS asked if there was any estimate for the
cost to businesses.

DEPUTY COW SSIONER  PERSILY said they did not have that
information. Businesses are already wthholding for state
unenpl oynent, federal taxes and FICA so it wouldn't be difficult
to add another line to their wthholding, but there would be the
cost of one nore form and one nore governnent entity to send a
paynment to.

He pointed out the original fiscal note addressed the
traditional January 1 to Decenber 31 tax year and would take
effect in January 1, 2004. This would give the departnent six or
seven nonths to develop a tax program Because the CS has a July
1, 2003 effective date, the departnent would need to anend the
fiscal note to reflect increased FY 03 expenses to have the

SENATE STA COW TTEE -14- April 3, 2003



program in place June 30. He warned this is a tight tinme frame
and everyone needs to understand that all the pieces wouldn't be
ready on June 30. Increased outsourcing would be necessary to
fit the adjusted tineframe but the departnent would do its best
to get the program in place in 60 days if that 1is the
| egi sl ative intent so the revenue would be available in FY 04.

CHAI R GARY STEVENS asked M. Persily to confirm he would amend
the fiscal note before the bill was heard in the Finance
Committee.

DEPUTY COW SSI ONER PERSI LY agreed to submt the revised fisca
note to the Chair by the follow ng day.

SENATOR GUESS asked if sole proprietors and partnerships were
i ncl uded.

CHAIR GARY STEVENS replied they are responsible for paying as
wel | .

DEPUTY COMM SSI ONER PERSILY said anyone receiving conpensation
would have to pay. If not through wage wthholding the
i ndi vi dual would have to issue the departnment a check for $100.
He added, the self-enployed people would be the biggest
enf orcenent issue.

CHAI R GARY STEVENS followed up and asked if the self-enployed
paid the $10 head tax the state collected in the 70s.

DEPUTY COWM SSI ONER PERSILY replied they did pay. At that tine
there was a state incone tax so it was easy for the state to
collect when the return was filed. Anyone that receives
conpensation in the state woul d be subject to the tax.

SENATOR GUESS asked the Chair whether this would include trust
fund i ncome.

CHAIR GARY STEVENS replied the tax targets conpensation for
personal servi ces.

DEPUTY COWM SSI ONER PERSI LY agr eed.
SENATOR GUESS said she asked the question because M. Persily
said this isn't an incone tax. She added this seens to be worse

than an inconme tax since it’'s collected only if you work and
surm sed that was why he nmade the comrent.
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DEPUTY COW SSI ONER PERSILY replied he nmade the comment because
the Adm nistration doesn’'t favor an i ncone tax.

SENATOR GUESS asked why the $1,000 figure was sel ect ed.

CHAIR GARY STEVENS said it was somewhat arbitrary, but they
didn't want soneone to |lose $100 from his or her first paycheck
if that’s all they earned.

SENATOR GUESS advised she took issue with the education snoke
screen because this was about supplanting funds not additional
funds. The bill contains no |anguage that these are additional
funds. This is a worker tax and not a tax for education, which
is confusing to people because they are led to believe there
woul d be nore noney for schools. However, because of the way the
constitution is witten, this noney can’'t be used directly that
way and it’s unfortunate that perception is continued.

SENATOR CONDERY asked for further clarification of what revenue
woul d be taxed.

DEPUTY COWM SSI ONER PERSILY replied he was speaking to work
draft Q that defines conpensation as wages, sal ari es,
comm ssions, tips or renuneration paid for personal services.
Individuals living on a trust fund or retirement wouldn't pay
this tax.

SENATOR COWDERY added Social Security would be exenpt as would
nort gage i ncone.

DEPUTY COW SSI ONER PERSILY didn't believe those would apply
because they aren’'t conpensation for paynent for personal
servi ces.

SENATOR COWNDERY then asked how the departnment would enforce
paynent. For instance, what would happen if an enployee paid
twce and one of the enployers withheld the noney from the
state?

DEPUTY COW SSI ONER PERSI LY assured him enpl oyees seem to track
their paychecks closely and the departnent would take action
agai nst any enployer that collected the noney and didn't remt
it to the state.

SENATOR COWNDERY comrented he likes to hire youths for sumrer odd

jobs and he pays them in cash and wondered how those paynents
woul d be handl ed.
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DEPUTY COW SSI ONER PERSILY adnmitted those types of conpensation
woul d probably slip through. The departnent wouldn’t target
youths that wash cars, nmow |awn and shovel snow because there
are larger issues to go after

SENATOR CONDERY sai d he agreed but wanted that stated.

CHAI R GARY STEVENS stated for the record that the \'S versi on was
bei ng di scussed.

SENATOR GUESS asked why 19 years of age was selected rather than
18.

DEPUTY COW SSIONER PERSILY wasn’t sure why that age was
selected since 18 is the age of emancipation. It was an
arbitrary decision.

JIM SYKES from Pal ner advised he had version \H and realized
this wasn't the latest draft, but wanted to know how the
departnment would know that out of state workers hired by out of
state corporations that operate in Alaska would collect and
remt the tax. Although he doesn’'t agree with Senator Guess
regardi ng dedi cated funds, he thought perhaps the bill should be
given a new title to call it a worker’s tax. Second he wondered
whet her this was contenplated as part of another tax package
because education and the elderly appear to be targeted. He
doesn’t see any kind of legislation to get extra w ndfal
profits from the high price of oil. That would bring in nuch
nore than SB 137 could in every year that the price of oil
exceeded $18 per barrel. He would like to see a package of taxes
So everyone, summer guest workers, residents and busi nesses that
operate in Al aska share the tax burden fairly.

CHAI R GARY STEVENS asked M. Persily to respond to the first
guesti on.

DEPUTY COW SSI ONER PERSI LY expl ained out of state corporations
already pay a corporate incone tax so the state knows who they
are. Also they file quarterly returns with the Departnment of
Labor for unenploynent insurance. The Departnent of Revenue
would run data checks with the Departnent of Labor and wth
corporate taxes, but enployer conpliance is generally good on
this type of tax because it is so easy to catch conpanies that
are non-conpliant and the penalties are steep.

SENATE STA COW TTEE -17- April 3, 2003



CHAI R GARY STEVENS added this is not part of a package of taxes.
It is one tax requested by the Governor in his speech to the
Legi slature where he asked for consideration of a sales tax or
this head tax for education.

There were no further questions and he asked for a notion.

SENATOR COANDERY made a notion to nove CSSB 137 \'S version from
committee with unani nbus consent and attached fiscal note.

SENATOR GUESS obj ect ed.

Senat ors Dyson, Cowdery and Chair Stevens voted yea and Senator
Guess voted nay. The notion passed and CSSB 137 (STA) noved from
conm ttee.

#

CHAI R GARY STEVENS adj ourned the neeting at 5:00 pm
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