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SUMVARY
HB 194 AK SECURI TI ES ACT; PENALTIES; CRT. RULES
CSHB 194(FIN) was REPORTED out of
a "no recommendati on" recommendation and with two
previously published =zero fiscal
(ADM), FN3 (CED).
HB 249 ELECTRONI C TAX RETURNS & MOTOR FUEL TAX
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HB 249 was HEARD and HELD in committee for
further consideration.

HB 250 I NDI'V. | NCOVE TAX: CREDI TS; RETURNS

HB 250 was HEARD and HELD in commttee for
further consideration.

Co- Chair Thonpson di scussed housekeepi ng.

2:09: 17 PM

#hb250
HOUSE BI LL NO. 250

"An  Act relating to the taxation of incone of
individuals; repealing tax credits applied against the
tax on individuals under the Alaska Net Inconme Tax
Act; and providing for an effective date."

2:09:41 PM

RANDALL HOFFBECK, COWM SSI ONER, DEPARTMENT OF REVENUE
relayed that the legislation was the |argest conponent of
the New Revenue section of the governor's Sustainable
Al aska Pl an, and woul d generate approximtely $200, 000, 000.
He furthered that the tax was based on 6 percent of the
federal tax liability. He assured the commttee that the
stat was not proposing to create its own set of tax tables,
or exenptions, or credits, but was relying on the federa
tax system He hypothesized that a famly of 4, making
$50, 000 per year, would pay approximately $15 in state tax
under the proposal. He added that the first person that
would pay 1 percent of their gross earnings would be a
single filer, making $100, 000 per year, and would pay just
over $1000 in tax. He believed that the tax was nodest when
conpared to incones taxes in other states. He said that if
the bill were passed as proposed, the tax would be the
| onest in the nation.

2:11: 22 PM

Representative Gara expressed reluctance to support the
| egi sl ati on. He supported the effort in pushing various
revenue proposals, but wondered why the state would choose
the | owest incone tax in the nation
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Comm ssi oner Hoffbeck explained that the governor had
thought that small, increnental adjustnents to existing
taxes, in addition to a snmall inconme tax, would spread the
burden across all Al askans.

2:12: 24 PM

Representative Gara wondered whether the adm nistration had
pl anned on raising the income tax in the future in order to
cl ose the budget gap.

Comm ssi oner Hof fbeck responded in the negative.

Representative Gara spoke to the equitability of the tax.
He suggested that the wealthy lived off of capital gains

which had a federal tax of 15 percent. He said that many
Al askans paid 29 percent in income tax. He thought that the
bill would nean that those living foo of capital gains
woul d pay less than a 1 percent tax on their incone.

Comm ssi oner Hoffbeck replied that it was a possibility.

Representative Gara suggested that a very wealthy person,
living on capital gains, would pay a lower tax rate than a
person who "worked for a living".

Comm ssioner Hoffbeck thought that the assessnent was
broad. He admtted that there were provisions within the
federal tax structure that provided for certain capital
gains benefits. He said that nmany states had special
capital gains taxes to address the issue. He said that the
tax was neant to be as sinple and noncontroversial as
possi bl e.

2:14: 33 PM

Vi ce-Chair Saddler expressed concerns that the tax would
i ncrease over tine.

Conmi ssi oner Hof fbeck noted that the state used to have an
income tax, which was repealed and replaced by oil and gas
revenue. He believed that protections lay in the totality
of the governor's proposed fiscal package, as well as in
spending caps initiated by the legislature. He said that
provi sions could be created that would make it difficult to
i ncrease the tax.
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2:16: 06 PM

Vice-Chair Saddler opined that spending increases in
government could lead to an increase in the income tax.

Comm ssi oner Hof fbeck replied that raising of the tax would
be at the discretion of the |egislature.

2:17: 05 PM

Representative WIson asked whether there would be a
specific line on the federal tax return to accommobdate the
paynent of the incone tax.

Comm ssioner Hoffbeck replied that the tax would be 6
percent of the "total tax liability" line on federal filing
docunents. He added that there would be a few provisions
that would inpact some, but the majority of people would
multiply their federal tax Iliability by 6 percent to
determ ne their personal incone tax.

Representative WIson asked whether the departnent had
performed an analysis on the personal incone tax versus a
sal es tax.

Comm ssi oner Hof f beck  responded that the governnent
expenditure that supported a sales tax or an incone tax
were not materially different. He noted that it cost the
same thing to admnister a 6 percent sales tax versus 15
percent. He felt that by having a |low tax rate, the cost of
the admnistration of the tax was higher, but the
difference in admnistrative cost between the incone tax
and the sales tax was m ninal .

Representative WIson wondered why the adm nistration chose
to inplenent a small incone tax, coupled with notor fuel
and fish taxes, rather than one |large incone tax.

Comm ssioner Hoffbeck reiterated that the governor felt
that rather than have one tax bear the entire burden, the
burden should be spread across multiple layers of the
state's econony.

2:20: 13 PM
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Representative WIson requested assurances that budget cuts
and taxes would be spread equally across the residents of
Al aska.

Comm ssi oner Hof fbeck did not have an analysis that showed
how each group in the state would be affected. He did not
believe that a system could be <created that would
absol utely spread the burden equally across the board.

Representative WIlson was glad that all taxes being
di scussed at the sane time. She feared that raising taxes
could result in people noving out of state.

2:22: 00 PM

Representative CQuttenberg nentioned the balancing of the
burden on Alaskans. He asked Conm ssioner Hoffbeck to
comment on sone of the criticismfromthe public related to
t he proposed taxes and Per manent Fund reducti ons.

Comm ssioner Hoffbeck replied that dividend check was
defined by a formula. He contended that the inconme tax
woul d be the lowest in the nation, and that dividends would
still be paid.

2:24:10 PM

Representative Cuttenberg nentioned the | egislature working
on a bill on tax credits. He wondered whether it was fair
to pay out tax credits to the oil industry, while taxing

Al askans and cappi ng the divi dend.

Conmi ssi oner Hof fbeck responded that under the governor's
plan the «credit liability would be rolled back by
$400, 000, 000. He nentioned the governor's efforts to nake
sure the public was aware of how the oil tax credits were
bei ng used. He spoke of the rhetoric concerning the public
concern about the credits, but asserted that the credits
were substantially less than in the past.

2:26: 07 PM

Representative Quttenberg asked whether the amount of
credits currently in place justified the return to the
st at e.

Representative WIlson noted a point of order.
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Co- Chair Thonpson requested that conversation be limted to
t he subjects contained in HB 250.

Representative Quttenberg thought that the credit issue was
germane to the discussion about balancing the fiscal burden
on the people of the state.

2:26: 55 PM

Co- Chair Thonpson referred to an analysis of the governor's
pl an by Gunnar Knapp.

Comm ssi oner Hoffbeck noted that M. Knapp's presentation
did not get into the specifics of the oil and gas tax.

Co- Chair Thonpson said that the anal ysis covered the incone
tax and the different conponents of the governor's plan.

Conmi ssi oner Hof f beck agreed.

Vi ce-Chair Saddl er wunderstood that the administration had
contracted with econom sts to assess the inpact of cutting
state jobs to the econonmy. He wondered whether specific
nodel i ng on the incone tax had been done.

Comm ssi oner Hof fbeck stated that M. Knapp had included an
anal ysis on broad based taxes in his presentation.

2:28:41 PM

Vice-Chair Saddler asked whether the presentation had
i ncl uded anal ysis on an i ncone tax.

Conmi ssi oner Hof fbeck clarified that there were two
different version of an incone tax that had been npdeled in
the presentation.

Vi ce-Chair Saddler requested clarification as to the type
of taxes assessed in the presentation.

Comm ssi oner Hoffbeck clarified that M. Knapp had | ooked
at a flat rate incone tax, and a progressive inconme tax, as
wel |l as a sal es tax.

2:29: 27 PM
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JERRY BURNETT, DEPUTY COW SSI ONER, TREASURY DI VISION
DEPARTMENT OF REVENUE, interjected that M. Knapp referred
to both an analysis of sales tax with few exclusions, and a
sales tax with rmultiple exclusions.

Co- Chair Thonpson clarified that income tax was the topic.

Vi ce-Chair Saddler was confused about what had actually
been nodel ed. He remarked about the effects of a cut in the
di vidend would hurt the poor, and an income tax would
affect the rich. He said that he expected to see further
anal ysis of the proposed inconme and sal es taxes.

Commi ssi oner Hoffbeck stated that all of the information
was in the report.

2: 30: 43 PM

Representative Gara surmsed that the dividend could drop
to $400, wunder the governor's proposal, which for sone
Al askans was 20 percent of their yearly incone. He
guestioned the fairness of +the proposed dividend cut,
conpared to the proposed incone tax.

Comm ssi oner Hoffbeck stated that the wealthiest people of
the state would be paying in the highest tax bracket, or
3.87 percent, under the incone tax. He did not agreed with
Representative Gara's statenent that the wealthiest people
woul d only be paying a 1 percent tax. He continued that the
reduction in the size of the dividend will have a greater
inpact on lower incone famlies. He admtted that it was
not a perfect balance, but was crafted to be as fair as
possi bl e across the board.

Co- Chair Thonpson asked whether the |owest inconme earners
in the state woul d pay incone taxes.

Comm ssi oner Hoffbeck replied in the negative.

2:33:57 PM

Representative Gara argued that the cuts and taxes would
not be balanced until a fair oil tax credit bill was
crafted. He contended that the federal capital gains tax
woul d be less than 1 percent for the very rich.
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Comm ssioner Hoffbeck confirmed that 6 percent of 15
percent was |ess than 1 percent.

Representative Kawasaki referred to a Rasnussen and
Institute for Tax and Economc Policy report that noted
that the Permanent Fund proposal was regressive, and the
i ncome tax proposal was progressive, and asked whether the
| ow incone tax proposed neant that the poor would be hit
har dest by the governor's plan.

Conmi ssioner Hoffbeck replied that the report being
referred to had assuned a $2000 dividend. He rem nded the
commttee the formula used to determ ne the dividend had
been structured 30 years ago, and that any plans for using
the earnings reserve required a restructuring of the
formula. He said that the restructured fornula would have
an inpact on the size of the dividend, and smaller
di vi dends would inpact low incone famlies greater because
it was a larger portion of their overall income. He argued
that the sane anmount was being taken from each Al askan's
dividend. He asserted that the income tax would be
progressive in an attenpt to balance the burden. He
stressed that the proposals were necessary in order to
address the budget deficit. He corrected that inconme tax to
the weal thy woul d be 2.38, and not 3. 87.

2:38:13 PM

Represent ati ve Kawasaki spoke to the progressive el enent of
the proposal. He indicated that people counted on the
dividend as incone. He asked whether the governor had done
ot her nodeling with higher income tax rates.

Comm ssi oner Hof f beck  responded that originally the
governor | ooked at 15 percent of the federal tax rate. He
rem nded the commttee that the dividend for 2013 had been
| ess than $1000.

2:39: 59 PM

Vi ce-Chair Saddl er thought "fair" was a subjective term He
wondered whether there were people in Alaska who earned
their living through investnent incone.

Comm ssioner Hoffbeck said that he <could provide the
information at a | ater date.
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2:41:26 PM

Representative Edgnon felt that the different taxes would
affect different groups in various ways. He wondered
whet her an analysis had been done in order to understand
the i npacts on various denographics statew de.

Comm ssioner Hoffbeck said that he could not provide a
detailed analysis on how the plan would affect specific
individuals in the state.

Representati ve Edgnon prophesized that an income tax would
not pass during the current year. He said that people in
his district preferred and inconme tax over a sales tax and
were concerned about the regressive nature of a dividend
cap.

Conmi ssi oner Hof fbeck asserted that the adm nistration had
spent the past interim conducting conversations with the
public in order to educate the people on the issues. He
rel ayed that Al askans understood the need for new revenue
in closing the $4 billion deficit gap. He contended that
issue of generating new revenue would conme before the
| egi sl ature year-after-year until the problem was solved

and warned that during that tine, the state's savings would
be depl et ed.

2:46: 50 PM

Representative Minoz under st ood t hat trust i ncone
distributions to non-residents would be taxed under the
| egi sl ati on.

Comm ssioner Hoffbeck replied that the issue had been
brought to the attention of the adm nistration, and that an
amendnent woul d be happily considered; the state would not
benefit from taxing the trusts. He said that there was a
strong argunent for exenption.

Representative Minoz understood that busi ness would
i mredi ately go to other states if Alaska inplenented a tax
on the inconme fromthe trusts.

2:48: 08 PM

Representati ve Munoz whet her Al aska would be the only state
that structured its incone tax as a percentage of the
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federal tax liability, and not as a percentage of actua
i ncone.

Comm ssi oner Hoffbeck confirnmed that Al aska would be using
the federal tax structure.

2:49:18 PM

Representative Mnoz asked whether structuring the tax
under t he f eder al t ax structure coul d cause a
constitutional conflict.

Conmmi ssi oner Hoffbeck indicated that the adm nistrati on was
aware of the potential conflict.

2:49: 54 PM

Representative Gara queried the rate of +the state's
previ ous incone tax.

Comm ssi oner Hof fbeck deferred the question to M. Spanos.

2:50:28 PM

BRANDON  S. SPANGCS, DEPUTY DI RECTOR, TAX DI VI SI ON,
DEPARTMENT OF REVENUE, informed the conmittee that in 1975,
Al aska decoupled from the federal incone tax liability and
had an autononobus tax bracket, which ranged from 3 to 14.5
percent of federal taxable incone.

Representati ve Gara comment ed t hat t he rate was
substantially higher in the 70's. He asked why the
adm nistration would choose a plan that benefitted the
state's nost wealthy residents, while penalizing |ow incone
ear ners.

Comm ssi oner Hoffbeck reiterated that the governor thought
his plan was a bal anced pl an.

2:52:48 PM

Representative Quttenberg thought that the conm ssioner was
internally tweaking the bill in respect to trusts and
federal obligations. He requested an explanation of changes
to provide a current analysis of the |egislation.

2:53:46 PM
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Vi ce- Chair Saddl er asked whether the state incone tax could
be deducted fromthe federal incone tax, or vice versa.

Comm ssioner Hoffbeck replied that any tax that was
deducti bl e against the federal incone tax would by default
beconme deductible against the state tax. Additionally, the
state incone tax would be a deduction against the federa
i ncone tax.

Vice-Chair Saddler clarified that the filer had to item ze
in order to get the deductions.

Comm ssi oner Hof f beck agreed.

Vi ce- Chair Saddl er gueri ed t he i ncone [imt for
item zation

Conmmi ssi oner Hof fbeck did not have an answer.

M. Spanos spoke to the standard deduction for necessary
item zation. He said for individuals the standard deduction
was $6300, and for a married couple filing jointly it was
$12, 600.

HB 250 was HEARD and HELD in committee for further
consi derati on.

#hb194
HOUSE BI LL NO. 194

"An Act repealing and reenacting the Al aska Securities
Act, i ncl udi ng provi si ons relating to exenpt
securities and transactions; relating to registration
of securities, firns, and agents that offer or sell
securities and i nvest ment advi ce; relating to
adm ni strative, civil, and crim nal enf or cenent
provisions, including restitution and civil penalties
for violations; allowng certain civil penalties to be
used for an investor training fund; establishing
increased civil penalties for harm ng ol der Al askans

retai ning provisions concerning corporations organized
under the Alaska Native Cains Settlenent Act;
anending Rules 4, 5, 54, 65, and 90, Al aska Rul es of
Cvil Procedure; and providing for an effective date.”

2:55:46 PM
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Co- Chair Thonpson announced his intention to nove the bil
out of conmttee.

Vice-Chair Saddler MOVED to ADOPT the proposed commttee
substitute for HB 194, Wrk Draft (29-GH1060\S). There
bei ng NO OBJECTIQN, it was so ordered.

2:56: 23 PM

JANE Pl ERSON, STAFF, REPRESENTATI VE = STEVE  THOWPSON,
testified that the change fromversion | to version S was a
hi gher standard for violations of the chapter; it has been
nmoved from "knowi ngly" to "intentionally". She noted that
the changes were reflected on Page 13, |ine 2; Page 88,
line 26; Page 89, line 2; Page 89, line 12.

Co- Chair Thonpson solicited questions fromthe commttee.

2:57:11 PM

Representative WIson appreciated all of the work on the
current draft of the |egislation.

2:57:37 PM

Vice-Chair Saddler reviewed the fiscal notes, both were
zero, with no additional positions.

2:58:20 PM

Vi ce-Chair Saddler MOVED to REPORT CSHB 194 (FIN) out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

CSHB 194(FIN) was REPORTED out of conmittee with a "no
recommendati on"” recommendation and wth tw previously
publ i shed zero fiscal notes: FN2 (ADM, FN3 (CED).

2:58:46 PM
AT EASE

3:04:22 PM
RECONVENED

3:04: 27 PM
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#hb249
HOUSE BI LL NO. 249

"An Act requiring the electronic subm ssion of a tax
return or report wth the Departnent of Revenue;
relating to the notor fuel tax; and providing for an
effective date.”

Vice-Chair Saddler MOVED to ADOPT the proposed conmttee
substitute for HB 249 (FIN, Wrk Draft (29-GH2912\(Q.
There being NO OBJECTION, it was so ordered.

Ms. Pierson stated that the legislation was a conbination
of the fisheries taxes, the mning taxes, and the notor
fuel taxes. She read fromthe sectional analysis:

Al aska Conmmrerci al Fisheries Entry Conm ssion

Section 1: Anends AS 16.43.160 (c) - Renpves the $3000
cap for entry permts and interimuse
permts in entry into Al aska Conmercia
Fi sheries

Royal ty Paynents for M ning

Section 2: Amends AS 27.30.030 (a) —elimnates the use
of credits for royalty paynent

Section 3: Conform ng | anguage to re-nuneration in
section 2

Section 4. Anends AS 27.30.40 - Renobves royalty
paynent period fromcredits that be carried
forward

Section 5: Amends AS 27.30.050 — Renoves royalty
paynment periods fromthe limt of
applications of credits

El ectronic Filing

Section 6: Adds new section, AS 43.05.045 - Electronic
filing reporting, provides a 5 year
exenption
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Section 7: Adds new section, AS 43.05.220 — penalty
for failure to conply with electronic
filing

Section 8. Anends AS 43.31.111 - changes notification
of death for tax filings

Mbt or Fuel Tax

Section 9: Anends AS 43.40.010 (a) notor fuel tax on
fuel sold or transferred
Mot or Fuel - changes the tax rate to 16
cents from8 cents
Avi ation Gasoline — changes the tax rate to
7 cents from4.7 cents

Watercraft Mdtor Fuel — changes the tax
rate to 10 cents from5 cents
Avi ation Fuel — changes the tax rate to 6.5

from3.2 cents

Section 10: Anmends AS 43.40.010 (b) notor fuel tax on
fuel consuned by user
Mot or Fuel - changes the tax rate to 16
cents from8 cents
Avi ation Gasoline — changes the tax rate
to 7 cents from4.7 cents

Watercraft Mtor Fuel — changes the tax
rate to 10 cents from5 cents
Avi ati on Fuel — changes the tax rate to

6.5 from3.2 cents

Section 11: Anends AS 43.40.030 (a) - changes the non-
hi ghway use refund to 12 cents from®6
cents

Al cohol Tax

Section 12: Amends AS 43.60.020 (a) — changes filing
requirenents for filing reports

M ni ng Tax

Section 13: Anmends AS 43.65.101 (a) - changes tax
exenpt for new production to 3 years from
3.5 years

House Fi nance Committee 14 04/ 14/ 16 2: 08 P. M



Section 14: Amends AS 43.65.010 (c) - License tax
rates on net inconme
Changes the tax rate for taxpayers, excess
over $100,000 to 8 cents from7 cents

Section 15: Amends AS 43.65.020 (d) - changes filing
requirenents for filing tax returns

Section 16: Anmends AS 43. 65.030 — Changes m ni ng
application fees and renewal s to $50 and
changes date for filing to January 1st
from May 1st of each |icense year

Fi sh Busi ness Tax

Section 17: Amends AS 43.75.015 (a) — Fisheries
Busi ness Li cense Tax
Sal non Canned Shore-based Busi ness -
changes tax rate to 5 percent from4
per cent
Sal non Processed Shore-based Busi ness —
changes tax rate to 4 percent from3
per cent
Fl oati ng Busi ness — changes tax rate to 6
percent from5 percent

Section 18: Amends AS 43.75.015 (b) Devel opi ng
Commer ci al Speci es — Fisheries Business
Li cense Tax
Devel opi ng Conmerci al Species Fisheries
Shor e- based Busi ness— changes tax rate to
4 percent from 1 percent
Devel opi ng Commerci al Speci es Fisheries
Fl oati ng Busi ness — changes tax rate to 4
percent from 1 percent

Section 19: Anends AS 43.75.015 (d) Direct Mrketing
Devel opi ng Conmerci al Species — Fisheries
Busi ness License Tax
Devel opi ng Conmerci al Species Fisheries —
changes tax rate to 4 percent from1
per cent
Commerci al Fish Species — changes tax rate
to 4 percent from 3 percent

Section 20: Anmends 43.75.030 (b) - changes filing
requirenents for filing tax returns

House Fi nance Conmmittee 15 04/ 14/ 16 2: 08 P. M



Section 21: Amends AS 43.75.130 (a) — 1 percent of
tax revenue is deposited in general fund
t he remai ni ng bal ance is divided by
formula for local municipalities and
governnents as currently in statute

Fi sh Resource Landi ng Tax

Section 22: Amends AS 43.77.010 —Fi sh Landi ng Tax
Devel opi ng conmercial fish species —
changes tax rate to 4 percent from1l
per cent
Al'l other fish species — changes tax rate
to 4 percent from 3 percent

Section 23: Anmends AS 43.77.060 (a) — 1 percent of
tax revenue is deposited in general fund
t he remai ni ng bal ance is divided by
formula for local municipalities and
governnments as currently in statute

Section 24: Amends AS43.77.060 (b) - 1 percent of tax
revenue is deposited in general fund the
remai ni ng bal ance is divided by formula
for local nunicipalities and governments
as currently in statute

Uncodi fi ed Law

Section 25: Establishes Mning Tax Wrking G oup

Section 26: Applicability for all statutes
ref erenced

Section 27: Transitional provision to acconmodate
regul ati ons

Section 28: Established an i mmedi ate effective date
for Section 27

Section 29: Establishes an effective date of July 1,
2016 for Section 1-26

3:13:16 PM

HB 249 was HEARD and HELD in commttee for further
consi derati on.
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Co- Chair Thonpson reviewed the agenda for the day. He
rel ayed that anendnents for HB 245, HB 249, and HB 250 were
due to his office by 5:00 pm Friday, April 15, 2016.

Co- Chair Thonpson recessed the neeting to the Call of the
Chair. [Secretary Note: the neeting never reconvened. ]

#
ADJ QURNVENT

3:14: 03 PM

The neeting was adjourned at 3:14 p.m
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