HOUSE FI NANCE COW TTEE
February 17, 2017
1: 36 p. m

1: 36: 11 PM

CALL TO ORDER

Co-Chair Foster called the House Finance Commttee neeting
to order at 1:36 p.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative David Guttenberg
Representative Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Bob Barthol omew, Finance Director, Gty and Borough of
Juneau (CBJ), Juneau; Martin Steepetin, Self, Juneau; Pat
Race, Self, Juneau; Luann MVey, Self, Juneau; Abbe
Hensly, Al aska Early Childhood Advocacy G oup, Juneau;
Jerry McCune, United Fishermen of Alaska, Juneau; Dan

DeSl oover, Self, Juneau; Kevin Allen, Self, Juneau;
Senator  Shelley Hughes, Representative Louise Stutes,
Representative Colleen Sullivan-Leonard; Representati ve

Justin Parish

PRESENT VI A TELECONFERENCE

Ed Rasmuson, Self, Anchorage; Kathy Hanson, Self, Bethel;
Paul i ne Hessing, Self, Anchor age; Julia Person, Sel f,
Hormer; Richard McGahan, Self, Kenai; David Landry, Self,

House Fi nance Committee 1 02/ 17/ 17 1:36 P. M



Anchorage; Pat Hol mes, Self, Kodiak; Nancy Bird, Self,

Cordova; Eileen Bechtol, Self, Honer; Ryker Dial, Self,
Fai r banks; Garvan Bucari a, Sel f, Wasi | | a; Rodney
D al , Sel f, Ket chi kan; Shannon Connelly, Self,

Pal mer; Bar bara Haney, Sel f, Fai r banks; Patri ck
Dalton, Self, Delta Junction; Dave OQness, Self, Cordova
M ke MIIligan, Self, Kodi ak; Dave Bri ghton, Kenai

Peni nsul a Education Association, Kenai; Lynda Raynond,
Sel f, Honer; Charles MKee, Self, Anchor age; Debor ah

Dal e, Sel f, Ket chi kan; M ke Coons, Sel f, Pal ner ; Sue
Sheri f, Sel f, Fai r banks; Carrie Harris, Sel f, Pal ner ;

Panmel a Sanash, Sel f, Nenana; Rober t Smt h, sel f,
Cor dova; Douglas Pengilly, Sel f, Kodi ak; Fred
Sturnman, Self, Sol dot na; Ronal d Keffer, Self, Honer ;

M chael McCarthy, Self, Honmer; Dave Hanson, Self,
Anchorage; Sam Cason, Self, Anchorage; Steve St. dair,

Sel f, Wasi | | a; Kate G aber, Sel f, Pal mer ; M chael
Sal | ee, Sel f, Ketchi kan; Donna Lee, Sel f, Chi ckal oon;
Trevor Storrs, Alaska Children's Trust (ACT), Anchorage;
Teresa Wal l en, Self, Wasi | | a; Jake Jacobsen, Sel f,

Kodi ak; Nick Szabo, Self, Kodiak; George Pierce, Self,
Kasilof; Patrick MCoy, Self, Unalakleet; Dave Jones,
Assi stant Superintendent, Kenai Peninsula Borough School
District, Soldotna; Pencia Rose Beaton, Self, Anchorage;
Alicia Anberg, Al aska Mners Association (AMA), Anchorage;
David Trantham Self, Bethel; Bonnie Burgan-Kelly, Self,
Pal mer; Thomas W I lians, Self, Chugiak; Karen Perry, Self,
Chugi ak; Carmen Cutierrez, Sel f, Anchor age; St ephen
Seni sch, Self, Wsilla; Janice Raisanen, Self, Wsilla;
Arlene Ronda, Self, Homer; R chard Custafson, Self, Homer;
Merrick Peirce, Self, Fairbanks; Jerry Alderman, Self,
Anchorage; Jeffrey Todd Brown, Self, Anchorage; WIIiam
Harrington, Self, Anchorage; M chael Chanbers, United for
Li berty, Anchorage; Terrence Shanigan, Self, Anchorage;
Christine Nees, Self, Anchorage; David Nees, Alaska Policy

Forum Anchorage; Janet MCabe Sel f Anchor age; Robi n
Smth, Self, Anchorage; Paul Kendall, Self, Anchorage;
Kelly Repnow, Self, Palner; Stephen Wight, Self, Wsilla,;
Ed Larrivee |1, Self, Anchorage; Janes Squyres, Sel f,

Rural Deltana; Richard Heller, Self, Butte; Sharon Ci ssna,
Sel f, Anchorage; John Farl ei gh, Sel f, Anchor age;

Larry M chael son, Self, Meadow Lakes; Ci ndy M chael son,
Sel f, Meadow Lakes; Ron Johnson, Self, Butte; Janet
Johnson, Self, Butte; Panela Goode Self Rural Del t ana;
Denny Kay Weat her, Sel f, Hawki ns | sl and; Shel ee
Chanber| ai n, Sel f, Anchorage; Brian Feldmann, Self,
Fai r banks; Ross Mullins, Self, Cor dova; M chael
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Shel don, Self, Petersburg; David Parish, Self, Juneau;
Wl liam Deaton, Self, Cordova; Mary Nanuwak, Self, Bethel;
Ross Bieling, Self, Anchorage; Ed Martin, Self, Cooper
Landi ng; Evan Eads, Self, Fairbanks.

SUMVARY
HB 115 | NCOVE TAX; PFD CREDI T; PERM FUND | NCOME

HB 115 was HEARD and HELD in committee for
further consideration.

Co-Chair Foster indicated that all nenbers of the conmttee
were present. He reported that the committee would be
hearing public testinony on HB 115. Testinony was |linmted
to 2 mnutes and the deadline for signing up for the day
was 3:15 P. M

#hb115
HOUSE BI LL NO. 115

"An Act relating to the permanent fund dividend,
relating to the appropriation of certain amounts of
the earnings reserve account; relating to the taxation
of income of individuals; relating to a paynent
agai nst the individual income tax from the pernanent
fund dividend disbursenment; repealing tax credits
applied against the tax on individuals wunder the
Alaska Net Incone Tax Act; and providing for an
effective date.”

APUBLI C TESTI MONY

1: 37: 59 PM

ED RASMUSON, SELF, ANCHORAGE (via teleconference), spoke
in support of HB 115. He believed the state's fiscal
chal l enges needed to be addressed in the current year and
appreciated the efforts of legislators. He thought the bill
addressed two  of the four needed elenments  of a
conprehensive fiscal plan. He believed a percentage of
mar ket value (POW) nodel, which preserved the Pernanent
Fund Dividend (PFD) and used earnings to support the state
gener al fund (GF), was a nmuch-needed structure in
conmbination with a broad-based revenue source. He added
t hat the other remai ning necessary elenents of a
conprehensive fiscal plan were sensible budget reductions
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and a revision of the state's oil and gas production tax
credit system He asserted that all four elenents were
within reach. He opined that Alaska's over-reliance on a
single source of revenue was catching up with the econony.
As an Al askan, he was willing to pay his fair share and
encouraged legislators to do their part.

1:41: 00 PM

KATHY HANSON, SELF, BETHEL (via teleconference), spoke in
favor of an equitable approach to the state's fiscal
crisis. She thought the state's budget had al ready been cut
to the bone and cutting the PFD was not a fair solution.
However, she saw a state incone tax as a reasonable option.
She was aware that no one liked to pay taxes but reasoned
that Al askans could not continue to expect essential
services wthout contributing to them She asked nenbers to
support a state inconme tax based on an individual's federal
tax obligation. She advocated spreading the burden to all
parts of society.

1:42: 54 PM

BOB BARTHOLOVEW FINANCE DI RECTOR, CTY AND BOROUGH OF
JUNEAU (CBJ), JUNEAU, spoke in support of HB 115. He
reported that CBJ had signed a resolution supporting an
increase in state revenues and a restructuring of the
Per manent Fund (PF). He |ooked at HB 115 from a policy
perspective posing the question whether there was a
specific need or a public justification for revenues the
state was trying to raise. He noted obligations that had
been presented by Comm ssioner Hoffbeck of the Departnent
of Revenue (DOR) including school debt reinbursenent and
pensi on obligations. Legally, both commtnents had to be
net. He asserted that the state had a reason to raise
revenues. In ternms of the best way to do so, he assessed
who should pay. He renmarked that commtnents had been made
many years prior regarding school debt reinbursenent and
pensions. Local governments had net their obligations for
over a decade and he asked the state to do the sane. He
highlighted that good tax policy included elenents of
fairness, justification, and diversification. He reasoned
that HB 115 allowed for citizen buy-in. An inconme tax woul d
capture the participation from non-residents who benefited
from state services. He also noted that 105 communities had
a sales tax, which affected residents and non-residents
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alike. He reiterated CBJ's support of HB 115 and thanked
the legislature for its efforts.

1:46: 25 PM

PAULI NE HESSI NG SELF, ANCHORAGE (via t el econference),
urged nenbers to support HB 115. She spoke in favor of a
personal income tax and of capping the PFD at $1000. She
appreciated the information provided by the Institute of
Social and Economc Research (ISER). She thought it was
necessary to nodify the oil tax system nmaking it based on a
range of oil prices. She hoped that Al askans would share in
the spirit of generosity and wllingness to cooperate,
simlar to what she found in the hearts of its citizens
when she noved to Al aska in 1976.

1: 48: 25 PM

JULIA PERSON, SELF, HOMER (via teleconference), supported
HB 115 and the reinstitution of a state income tax. As a
lifelong Al askan, she had seen many seasonal workers nmake
significant noney, utilize state services, and |eave the
state w thout supporting it. The Honmer sales tax was an
exception. She elaborated that an incone tax was an
equi tabl e way of supporting the state.

1:49: 33 PM

Rl CHARD MCGAHAN, SELF, KENAI (via teleconference), spoke
in favor of cutting Al aska's budget. He conpared the
state's spending 20 years prior to the present. He opined
that it had increased tenfold. He supposed that w thout
addi ti onal budget cuts the state would be nuch deeper in
debt in 20 years. He was a honesteader of 62 years in
Al aska and did not favor |arge governnent. He offered that
wi thout the legislature doing things differently governnent
woul d continue to grow.

1: 51: 04 PM

DAVI D LANDRY, SELF, ANCHORAGE (via teleconference),
spoke in favor of HB 115. He opined that instability had a
negative effect on the econony. He preferred paying an
income tax than losing his business. He supported an incone
tax over a sales tax, as he thought a sales tax would nore
negati vely inpact rural Al aska.
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1:53:11 PM

PAT HOLMES, SELF, KODI AK (via tel econference), supported HB
115. He remarked that things had significantly changed
since statehood prior to oil. He recommended having a brief
summary of the 4 itens in the bill and their neaning. He
asked about the appropriation of certain anmounts of the
earnings reserve account (ERA). There was a discussion
about reducing the percentage from 21 percent to 4.75
percent. He wanted nenbers to explain the related section
for himto understand it better. He supported an incone tax
and reflected on when he was a young nman naking enough
noney to pay one. He thought it was the only fair way to
coll ect revenues. He opposed altering the PFD and believed
it would negatively inpact |owincone folks. He asked for
nore information regarding a change to the oil and gas tax
structure. He expressed concerns that rural Al aska would be
inequitably affected by a reduction to the anmount of the
PFD.

Co-Chair Foster indicated that Co-Chair Seaton would reach
out to himto answer his questions.

1: 55: 58 PM

NANCY BI RD, SELF, CORDOVA (via t el econf erence),
strongly supported HB 115. She called attention to an
opinion piece in the Anchorage D spatch News by Dernot
Col e. She agreed that Al aska's |egislators had never needed
to master the art of conpromse nore than presently. She
felt that everyone needed to contribute. She thanked the
commttee and urged nenbers to continue their efforts in
getting the | egislation passed.

1: 57: 15 PM

El LEEN BECHTQL, SELF, HOVER (via teleconference),
spoke in support of HB 115 and a POW nodel. She thanked
Co-Chair Seaton and Co-Chair Foster for the courage to
introduce the legislation. She opined that a POW nodel
provi ded a nore stable revenue source for the state budget.
She thought a state incone tax was nore equitable than a
state sales tax. She thought it was inportant to capture
taxes fromthose that worked in Al aska and |ived el sewhere.
She spoke about the hard work of state enployees. She was
aware that the health and safety of Alaska had to be
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funded. She listed a nunber of agency divisions and
prograns that she felt needed to be funded.

1: 59: 02 PM

RYKER DI AL, SELF, FAIRBANKS (via teleconference), spoke in
opposition to HB 115. He thought the bill would result in a
| ar ge exodus of people fromthe state. The change resulting
fromthe legislation would affect himto the extent that he
woul d be unlikely to settle in Alaska. He urged nenbers to
turn to the two |argest expenditures within the governnent:
Heal th and Social Services and Education. He noted there
were 133 communities across the state in which the 5-year
federal welfare limt did not apply. Alaska had nore
residents on welfare per captia than any other state in the
U S He thought it was a great disservice to burden hard
wor king Al askans. He asserted that the dependence on
government prevented Al askans from growi ng. He believed the
school system needed restructuring to mneke things nore
equitable for hard working, productive Alaskans. He urged
| egislators to fight for Alaska's future.

2: 00: 50 PM

GARVAN BUCARI A, SELF, WASI LLA (via tel econference),
spoke in opposition to HB 115. He opined that further cuts
were needed prior to nmaking changes to the PF. He thought
it risked the health of the PF. He opposed a state incone
tax and the increased spending to administer the tax. He
recomrended cutting funding to the governor's gas |ine
proj ect .

2:02: 39 PM

MARTI N STEEPETI N, SELF, JUNEAU, spoke in support of HB
115. He relayed that he had worked all over the state in a
nunber of professions and with several different people. He
supported the tough decision of digging into the PF but
wanted to protect it for the future. He hoped the
| egislature would take action in the current session. He
suggested that people were reluctant to spend noney until a
deci si on was nade.

2: 06: 06 PM

RCDNEY DI AL, SELF, KETCHI KAN (via tel econference),
spoke in opposition of HB 115. He opined that by passing
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the legislation the PFD would turn into a welfare program
He clarified that the budget deficit was not a result of
the urban areas paying enough, as they already paid $1.5
billion per year in taxes. He suggested that the cost
stemmed from the rural areas paying nothing for services
whil e being dependent on the state. He thought Al aska had
become a magnet for welfare recipients. He felt that the
$25 mnimum fee in HB 115 represented an insignificant
contribution fromthe people who were the greatest users of
state resources. He asserted that it was not a shared
sacrifice for 100,000 Al askan households to get $25 |ess
free noney while working Al askans paid the brunt of the
tax. In an effort to isolate rural Alaska from the
realities of nodern life, including taxes, the state would
create an environment in which those that would pay an
income tax could afford to nove and likely would. The
greatest wusers of state resources would not be able to
afford to nove and would stay. He opined that the
| egislation was discrimnatory in nature. He relayed that
the proposal would not tax one of the min sources of
i ncone in sone rural conmuni ti es: di vi dends from
corporations that were not taxed at the federal |evel. They
woul d not be subject to a state incone tax. He referred to
a federal statute having to do with income exclusions based
on race. He purported that it woul d resul t in
discrimnatory taxation and would divide Al askans. He
wanted the legislature to ensure that the tax burden would
be shared by all Al askans. He agreed with Representative
Otiz's idea concerning credit for areas that already paid
| ocal taxes such as the required local contribution. He
coul d support the PFD draw but not the discrimnatory parts
of the incone tax. He urged nenbers not to allow the
advancenent of the legislation fromconmttee.

2:09: 03 PM

SHANNON CONNELLY, SELF, PALMER (via teleconference),
opposed HB 115. She opined that a nonster had been created
in the form of government. She thought the |egislation
would steal from the PF as well as from the pockets of
Al askans. She pointed out that the legislature had not
created a sustainable budget and that the |egislation would
contribute to additional expenses wth tax collection
activities. She continued that |Iegislators had not shown
fi nanci al responsibility for growi ng government. She
reasoned that the legislature needed to nmake necessary
budget reductions to reverse governnment growh. She urged
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menbers to do what was best for the state by opposing HB
115.

2:10: 30 PM

BARBARA HANEY, SELF, FAI RBANKS (via t el econference),
spoke in opposition to HB 115. She argued that no one woul d
want to come to Al aska once the |egislation passed. She did
not believe a $25 head tax would solve Alaska's problens,
especially since the state already took a portion of the
people's PFD without solving it. In addition, she did not
think the Mirijuana tax would solve the state's fiscal
crisis. She opined that there would be a large increase in
absentee ownership and relayed a personal experience. She
firmy opposed HB 115.

Representative WIlson informed the testifier that a person
that did not generate any incone would not be subject to
the $25 head tax. Ms. Haney di sagreed.

2:13: 28 PM

PATRI CK DALTON, SELF, DELTA JUNCTION (via teleconference),
spoke against HB 115. He supposed it was regrettable when
the state |ost enployees but even nore regrettable when it
| ost enpl oyers. He nentioned that Dave Ransey, a
mllionaire in Al aska, confirned he would |eave the state
if incone taxes were inposed because of the multiplier
affect an incone tax would have. He opined that an incone
tax would be counter-productive. Al aska spent nore on
government per capita than any other state. He explained
that the state spent too nuch on government and needed
further reductions to its budget. He nentioned practices
from the Regan era. He thought snaller governnment was
better and opposed an i ncone tax.

2:16: 06 PM

DAVE OTNESS, SELF, CORDOVA (via teleconference), spoke in
favor of an incone tax. He thought the elephant in the
living room was oil tax credits. He believed oil tax
credits needed to be revisited prior to dipping into the
PFD. He spoke in favor of the new bi-partisan group in the
House. He reiterated that he did not want to see the PFD
di sturbed.

2:18: 27 PM
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M KE M LLI GAN, SELF, KODI AK (via tel econference), spoke
in support of HB 115 thanking Co-Chair Seaton for
introducing the legislation. He agreed with the previous
speaker about the effects of SB 21. He spoke in favor of an
incone tax and thought it should be attached to a PFD
application. He also thought it would be a good idea to
attach property taxes to the PFD application. He was
troubled by the anmount of people receiving PFD s from out
of state. He also supported capturing taxes from out of
state workers.

2:20: 54 PM

DAVE BRI GHTON, KENAI PENI NSULA EDUCATI ON ASSOCI ATI ON, KENAI
(via tel econference), favored HB 115 commrenting that it was
a balanced solution. He spoke of the negative inpacts on
his son's education caused by school district budget cuts.
Several prograns were being cut. He noted that 43 percent
of the budget had been cut over the last 4 years. He
supported an inconme tax and the use of the Permanent Fund
Earnings Reserves to cover governnent services. He urged
menbers to support the bill and to solve the state's
financial crisis in the current year.

2:22:52 PM

LYNDA RAYMOND, SELF, HOMER (via teleconference), was a
49 vyear resident of Alaska. She reported that when she
first noved to the state it had a nmuch snmaller popul ation
but was fiscally responsible. She reported that |egislators
had worked hard to ensure the state's functionality and
sustainability. She thought that presently |egislators had
i gnor ed their responsibility for restoring fisca
sustainability of the state budget. She wanted to see a
solution adopted in the current session but did not want
education further reduced. She opposed tax credits to oil
conpani es, and supported a state incone tax. She opposed a
state sales tax or reducing Al askans' PFD, as they were
regressive options. If it was necessary to reduce the PFD
she encouraged a state incone tax to acconpany the
reduction. She urged nenbers to fix the problem and to
support HB 115.

2:25: 23 PM
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CHARLES MCKEE, SELF, ANCHORAGE (via teleconference),
accused the legislature of gross negligence. He quoted an
Al aska statute. He spoke to itenms outside of the bill. He
did not believe he was being heard by | egislators.

2:29: 17 PM

PAT RACE, SELF, JUNEAU, spoke in favor of HB 115. He
t hought Al askans should be responsible and contribute to
state governnment through an incone tax. He thought an
income tax increased budgetary diversity; it was a mark of
ownership and a declaration of independence agai nst outside
i nfluence. He spoke of the history of the original incone
tax in Alaska and the foundational role it played to
st at ehood. He nentioned having spoken to CGeorge Rodgers, a
respected economst that regretted the |Ilegislature not
zeroing out the incone tax but leaving it on the books. He
encouraged nmenbers to take the difficult step of putting
the incone tax back in place.

2:31:12 PM

DEBORAH DALE, SELF, KETCH KAN (via teleconference), spoke
in opposition to the bill, especially to the incone tax
portion. She spoke about her famly history and her work
experience. She reported that she and her husband owned a
busi ness of which she was the bookkeeper. She reported that
t he business could not afford insurance and would be unable
to afford costs if an incone tax was reinstated. She
underscored the current health insurance «crisis and
di scussed high insurance premunms. She reported that she
woul d be looking at closing her business if an incone tax
passed.

2:34:30 PM

M KE COONS, SELF, PALMER (via teleconference), testified
against the legislation. He referred to specific portions
of the bill. He shared his experience working on the North
Sl ope and spoke to an inconme tax in Louisiana. He was
opposed to taxing Alaskans and people from out of state
working on the North Slope. He did not support taxing
wor ki ng Al askans if |ower incone residents were not going
to pay a tax. He thought it was a nyth and lie that a state
incone tax would generate enough inconme to pay for
gover nnent .
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2:36:51 PM

SUE SHERIF, SELF, FAIRBANKS (via teleconference), thanked
the co-chairs and the House for their bipartisan efforts in
the current year. She supported the |egislation. She
supported a tenporary cap on PFDs, the use of sone of the
fund's earnings, and an inconme tax. She thought it was
reasonable to ask residents to pay a nodest inconme tax. She
believed it would be hard to find a state with a |ower tax
burden. She believed it was necessary for Al askans to step
up to the plate.

2:39:18 PM

CARRIE HARRIS, SELF, PALMER (via teleconference), spoke
agai nst HB 115. She believed that neaningful oil and m ning
tax reform was needed. She stressed the state was not a
busi ness partner with the oil and mning conpanies but the
owners of rich resources. As the owner of Alaska's
resources, she felt it was tine the state collected nore
for them She opined that the |egislature needed to reduce
its budget as well as to sell the Anchorage Legislative
Information Ofice building. She highlighted the need to
generate new sources of revenue including cannabis. She
furthered that that all of her suggestions should be
i npl enented prior to inposing an income tax. She encouraged
menbers to act or they would be renoved through the
el ection process.

2:41: 20 PM

PAVELA SAMASH, SELF, NENANA (via tel econference), spoke
in opposition of HB 115. She did not believe the people
shoul d have to carry the weight of government. She spoke to
the difficulty in living in the state including extrene
tenperatures and the high cost of heating and electric
bills. She felt the governnent was working against the
people. She opined that if people could not survive in
Al aska the state would be unable to obtain taxes. She
recoomended the state help its residents instead of
suppressing and draining them She did not believe the
| egi slature had done its job. She purported that |o0sing
half of the people's dividend was a sacrifice. She urged
menbers to vote agai nst HB 115.

2:43:39 PM
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ROBERT SM TH, SELF, CORDOVA (via tel econference), spoke in
favor of an incone tax. He did not |ike seeing people cone
to Alaska, make their living, and take their noney out of
state. He thought it was unconscionable for the state to
t ake PFD noney from Al askans while it continued to pay oi
conpanies to take oil out of Alaska. He furthered that
taking PFD nonies hurt the poorest Al askans. An incone tax
made non- Al askans contribute their share. He noted a
| ockdowmn the Departnent of Fish and Gane had inposed on
certain fisheries. He opined that by allowing the
Department of Fish and Gane to close fisheries for decades,
year-round residents were nore dependent on their PFD. He
believed there was nore room for reductions to the budget
and a nore rational use of the state's noney by the
gover nnent .

2:45: 30 PM
DOUGLAS PENG LLY, SELF, KODI AK (via teleconference),
favored HB 115. He thought the bill provided a good

approach. He asserted that the sources of inconme for state
governnment needed to be diversified and reasoned that the
state could not continue to rely on oil revenues. He
coomented that the legislation was an equitable way to
spread the costs to Alaskan residents. He recognized that
each resident needed to have skin in the ganme. He was
certain that if the state tried to cut its budget further,
there woul d be an exodus of people out of Al aska.

Co- Chai r Foster recogni zed Senat or Shel | ey Hughes,
Representative Louise Stutes, and Representative Colleen
Sul | i van- Leonard in the audience.

2:47: 48 PM

FRED STURMVAN, SELF, SOLDOTNA (via t el econference),
believed the legislature caused the state's fiscal problens
by increasing salaries, buying additional buildings, and
spendi ng too nuch noney. He relayed a story about a friend
who had recently had his work hours reduced. He also
mentioned a contractor friend who had to reduce his staff
for the year. He thought the legislature should take a
closer look at the effects of taxing people and taking
noney out of the econony.

2:50: 03 PM

House Fi nance Conmmittee 13 02/ 17/ 17 1:36 P. M



RONALD KEFFER, SELF, HOVER (via teleconference), spoke
in favor of HB 115. He purported that if nothing was done
to provide a stable and balanced state budget, the
resulting uncertainty would cause the recession in Al aska
to worsen. He did not believe oil revenues would return to
previous high levels that afforded the state a |I|arge
budget. It was inportant to adopt a nethod of balancing a
budget that was fair and sustainable. He thought the burden
of taxation should be apportioned fairly. He reported that
the PF was established with the expectation of wusing the
earnings to support state governnment. He believed reducing
the PFD was a regressive step. The bill noderated that step
by retaining the dividend at a reasonable |evel. He thought
the income tax was fair and captured both resident and non-
resident income. He spoke to the level of admnistration
needed to inplement a tax. He argued that a sinple tax
would require less admnistration. He urged legislators to
support the | egislation.

2:52: 23 PM

M CHAEL MCCARTHY, SELF, HOVER (via teleconference), spoke
in favor of HB 115. He appreciated the fiscal certainty it
offered. He nentioned that the Dow Jones industrial average
was $20,623. He supposed it was at an artificial high
simlar to the 2008 recession. He indicated he was also
concerned with the potential repeal of the Dodd-Frank Act.
He thought Al aska needed a stable fiscal plan to survive
outside inpacts. He had asked several people if they would
support a state incone tax. Al but one person replied
affirmatively. He also reported that all persons he talked
with agreed that out-of-state workers should pay a tax on
their Alaska income. He did not believe cutting the state
budget further was the right step for the state and that
additional cuts would have unintended consequences. He
urged nmenbers to support the bill.

2:54:36 PM

DAVE HANSON, SELF, ANCHORAGE (via teleconference),
strongly supported HB 115. He nmde 3 points. First, Al aska
had an inconme tax for 31 years simlar to the one in HB
115. Secondly, in the US, Alaska was the only state that
did not have an incone tax or a statew de sales tax.
Thirdly, 17 percent of a state incone tax would be paid by
non-residents and the federal government. Al askans would
pay 83 percent of the tax bill. Wthout an inconme tax,
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Al askans were paying 100 percent of the state's revenue
needs from savings accounts, earning reserves, and reduced
PFDs. He reasoned that the best spending cap was an inconme
tax because when people funded governnent directly from
their pockets they paid attention to how governnment spent
its noney. He nentioned one of ISER s studies, which he
t hought provi ded good i nformation.

2:58: 09 PM

SAM CASON, SELF, ANCHORAGE (via teleconference), supported
HB 115. He spoke in favor of a sustainable solution. He
t hanked Co-Chair Seaton for providing a structure that
addressed both an immediate solution and a nore pernmanent
one. He reiterated his support for HB 115.

2:59: 42 PM

LUANN MCVEY, SELF, JUNEAU, supported HB 115. She spoke
about the reductions that had been nmade to education. She
enphasi zed the efforts of teachers to tailor instruction to
each child. She provided additional information regarding
her experience as a past teacher and the requirenents to
provide quality education. She stressed the inportance of
properly fundi ng education. She thought a state incone tax
woul d help to provide that funding. She also favored doing
wi t hout a PFD.

3:02:10 PM

ABBE HENSLY, ALASKA EARLY CH LDHOOD ADVOCACY  GROUP
JUNEAU, spoke in favor of HB 115. She provided infornmation
regarding the advocacy group. The group supported the
| egislature in developing a long-term fiscal plan that
m nimzed costly unintended consequences, invested in the
state's human infrastructure, and generated revenue. The
group supported the legislature making budget decisions
that nmaintai ned or increased services and support for young
children and their famlies and encouraged maxim zing all
avai l abl e funding opportunities. She enphasized the need
for a long-term fiscal plan to be put into place in the
current |egislative session. She would provide a copy of
the group's resolution supporting HB 115.

3:04: 42 PM
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STEVE ST. CLAIR, SELF, WASI LLA (via tel econference),
spoke in opposition to HB 115. He wondered why the bill was
bei ng considered. He nentioned that changing or reducing
the PFD was the npbst regressive option. He opposed an
income tax as well. He urged nenbers to stop punishing
those who want to work. He thought a redistribution of
wealth was a bad plan. He nentioned a plan he had been
involved with witing. He remnded nenbers that they
represented the people. He urged nenbers to vote no on
HB 115.

3:07: 50 PM

KATE GRABER, SELF, PALMER (via teleconference), favored
HB 115. She argued that sonething needed to be done to save
the state. She did not advocate for additional cuts to the
budget, but rather wanted to see services nmaintained and
state workers enployed. She felt that Al aska needed to
maintain its quality of Ilife no matter the cost. She
believed the legislation represented a good start and hoped
the commttee would pass it.

3:10: 53 PM

M CHAEL SALLEE, SELF, KETCH KAN (via teleconference),
suggested that prior to inplenenting any sales tax or
change to the PFD he reconmmended 2 things. First, he
recommended charging fossil fuel conpanies royalties at a
rate equivalent to what they paid in other oil producing
states. Secondl y, f ossi | f uel conpanies and tinber
extractors should be charged a carbon tax cal cul ated based
on the <currently externalized environnental and health
costs. He was not opposed to an incone tax or the use of PF
earnings as long as the fund remained protected via
inflation proofing and a spending limt. He was neutral
regardi ng HB 115.

3:13:25 PM

DONNA LEE, SELF, CHI CKALOON (via teleconference),
supported HB 115. She had 2 children in Alaska wth
famlies. She wanted to see services maintai ned. She saw HB
115 as a way of relieving the state of its fiscal woes. She
did not want to see the state's nonetary resources dw ndle
before finding a solution to its problenms. She viewed a
state incone tax as nore equitable than a state sal es tax.
She wanted to see the PFD remain intact. She supposed that
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a 4.75 percent draw from the PF was reasonable. She
reviewed sone of the details of HB 115 and reiterated her
support for the legislation. She urged the legislature to
make good decisions for the future of the people of Al aska
and to conprom se.

3:15:55 PM

TREVOR STORRS, ALASKA CHILDREN S TRUST (ACT), ANCHORAGE
(via teleconference), spoke in favor of HB 115 and a
sustai nable fiscal solution. He advocated for a conbined
approach, which included further efficiencies and new
revenue sources. The long-term fiscal plan needed to
include investnent in the state's nost valuable resource

its children. He relayed that in the following week |SER
would be releasing a report conmssioned by ACT that
anal yzed the effects of alternative revenue neasures on
famlies with children. He reported that when famlies were
negatively i mpact ed econom cal ly t he anmount of
i nterpersonal violence increased. The goal of the report
was to provide |awmakers with information to allow them to
make the best decision that wll help ACT to prevent child
abuse and neglect. He confirnmed that the report showed t hat
cuts to the PFD would have the greatest negative inpacts
for famlies with children than any other tax neasure. He
provi ded additional details of the report. He urged nenbers
to invest in prevention, which would reduce costs, inprove
the health of Al askans, and grow the econony.

3:18:30 PM

TERESA WALLEN, SELF, WASI LLA (via t el econference),
opposed HB 115. She noted the high cost of Iliving in
Al aska. She also noted the benefits of living in the state,
particularly in Anchorage, because of the avail able nedica
care. She presuned HB 115 woul d negatively inpact Al aska's
heal thcare industry. She spoke to the nmultiple nursing
positions open in the state and conveyed that she knew of
several nurses considering leaving the state. She opined
that it was never a good idea to tax productivity. She
relayed a nunber of questions for the legislature to
consi der. She reenphasi zed that a state inconme tax would be
detrinental to the healthcare industry in Al aska.

3:24: 05 PM
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JERRY MCCUNE, UNI TED FI SHERVEN OF ALASKA, JUNEAU
i ndi cated the organi zati on was neutral regarding HB 115. He
brought up a question about specific section of the bill
regarding statute AS 43.22.050 on page 8, line 6. The
section addressed captains being required to wthhold
monies from their crew. He reviewed the standard practice
of how captains paid their crew. He had several detailed
guestions that he felt needed to be addressed within the
context of the bill. United Fishernmen of Alaska wanted to
be a part of the solution but needed its questions answered
first.

3:27: 00 PM

DAN DESLOOVER, SELF, JUNEAU, testified in support of HB
115. He thought having diverse and sustainable funding for
public institutions was critical. He shared having a
2-year-old daughter and his concerns about the chall enges
she would face growing up. He did not want to have to
explain to her in 20 years that Al aska had the ability to
strengthen the public education system provide for the
heal th and safety of Al aska, support sust ai nabl e
i ndustries, and protect the environnment but failed to do so
because legislators did not want to conpronmse on a
sust ai nabl e budget. Alaskans faced substantial i ssues
including clinmate change, the support for public education
and healthcare was up in the air at the federal |evel.
Al askans needed to be able to count on one another. He
spoke about evidence showing that having strong, well-
funded public institutions was the best way for a state to
ensure its ability to provide for its citizens. Wile
seeking efficiencies and |looking for cost cutting was
important, he believed affirmng state governnment to carry
out the will of the people was the best way to help provide
for the welfare of all. He believed that drawing from the
PF responsibly, instituting a progressive inconme tax, and
maki ng sure that resource extractors paid their fair share
was a good way to nove forward. He encouraged the
| egislature to go forward with HB 115 and to consider ways
in which to nake incone taxation nore fair and progressive.
He thought Al askans should do their best to assist others
that were not as fortunate.

Co- Chai r Fost er i ndi cated that after the follow ng

testifier the commttee would be taking a 10-m nute break.
Wen everyone cane back, they would be hearing the
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remaining testifiers; at present 86 people were signed up
to testify.

3:30: 03 PM

KEVIN ALLEN, SELF, JUNEAU, spoke in favor of HB 115. He
appreciated the legislation being brought forward. He
talked about a teleconference from 1991 wth several
governors together. He was concerned wth things ending up
simlar to last year at the end of session. He thanked the
comittee.

Co-Chair Foster would be hearing testinony for those at
of f-net sites.

3:32:36 PM
AT EASE

3:50: 22 PM
RECONVENED

Co-Chair Foster noted only 68 phone lines were available
He asked people to use alternative options to the off net
lines if possible.

Vice-Chair Gara clarified that Co-Chair Foster was speaking
about people who had already testified.

Co- Chair Foster agreed.

3:51: 43 PM

JAKE JACOBSEN, SELF, KODIAK (via teleconference), was
opposed to the Permanent Fund portion of the |egislation.
He thought the legislature should |eave PFDs in place but
supported an inconme tax. He was also in favor of a state
sal es tax and suggested a rebate program for people whose
income fell below the poverty level equal to the tax they
would pay in the sane year. He opposed spending on nega
projects including the Alaska Liquefied Natural Gas Line
(AKLNG) project. He also supported a capital nove out of
Juneau. He asserted that the credibility of the legislature
was damaged by the corruption reported in the newspaper
i ncluding the Anchorage Legislative Information Ofice, the
abuse of travel and per diem and the lack of ethics in a
person's ability to recuse thenselves in a vote. He
supported the passage of HB 44 introduced by Representative
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Jason Grenn [HB 44 was legislation introduced in 2017
regarding legislative ethics around voting and conflicts].
He also thought one of the nost inportant issues for the
| egislature to address was the issue of big oil. He opposed
HB 115 for several reasons, nost inportantly because of its
conplexity. He argued that each bill should address a
single issue. He furthered that the bill would fail because
it was trying to address too nmany issues.

3:54:41 PM

NIl CK SZABO, SELF, KODI AK (via teleconference), thanked the
co-chairs for introducing the legislation. He was not
conpletely famliar with all of the specifics of the bill
However, he supported the concept of an income tax and
utilizing earnings from the Permanent Fund. He believed it
was necessary to be selective about cutting the budget.
Cuts could transfer liability to local entities such as
school s.

3:56:40 PM

GECRCGE Pl ERCE, SELF, KASI LOF (via teleconference),
supported the incone tax portion of the bill, but not the
Per manent Fund reduction. Although he did not want taxes

he supported an income tax over a sales tax. He asked the
commttee to restructure oil and gas credits as well as
other tax structures prior to taking away PFDs. He referred
to credits provided to Point Thonson and listed other tax
credits he opposed. He stressed that the state was in a
recession and should be trimmng back. He believed the two
issues in the legislation should be separate. He enphasized
the need for the legislature to address tax incentives to
the oil industry. He urged the commttee to stop increasing
gover nnent .

3:59:11 PM

PATRI CK  MCCOY, SELF, UNALAKLEET (via teleconference),
testified in opposition to the bill because of the cost of
inplenenting a tax. He nentioned the noney being spent
excessively by school districts on travel to sporting
events. He did not think the current financial situation
was different from other tinmes in the past. He nentioned
the cost of groceries in the state and noted price
di fferences between rural and urban areas. He stated the
bill would extract nore from Al askans by taking noney from
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PFDs and adding taxes. He opined that it was already a
sacrifice to live in Alaska because of the high cost of
living. He suggested inplenenting a bed tax to target
tourists. He strongly opposed HB 115.

4:04:40 PM

DAVE JONES, ASSI STANT SUPERI NTENDENT, KENA PENI NSULA
BOROUGH SCHOOL DI STRICT, SOLDOTNA (via teleconference),
testified in favor of HB 115, He advocated for the
devel opment of a nulti-revenue fiscal plan that would
provi de sustai ned, reliabl e, and adequate educati onal
funding for Alaska's students. He asserted that HB 115 net
the school district's priority. He was also representing
the Al aska Association of School Business officials. The
entity partnered with other nenbers to create a set of
joint position statenents regarding |legislative priorities.
He read a portion of the 2017 joint position statenent:

"Alaska's nost inportant need is to immediately
develop and inplenent a long termmulti-revenue fiscal
pl an. "

He reiterated the entity's support of HB 115. He urged
menbers to act in the current year. He did not want to see
anot her year of non-action. He thanked nenbers for
i ntroducing a needed fiscal plan for Al aska.

4:06:42 PM

PENCI A ROSE BEATON, SELF, ANCHORAGE (via teleconference),
spoke against HB 115. She provided background information
about her famly's history in Alaska. She relayed that she
did not feel she was properly represented in the
| egislature and agreed with a previous speaker that the
governnment was gquilty of gross negligence. She wanted
smal | er governnent with people involved who cared about the
econony and about the needs of Al askans. She adnoni shed the
legislature to stop stealing from Al askans. She opposed
HB 115.

4:08: 33 PM

ALI CI A AMBERG, ALASKA M NERS ASSOCI ATI ON (AMA), ANCHORACGE
(via tel econference), spoke in favor of HB 115. She shared
i nformati on about the association and read from a prepared
statenent:
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AMA has a positon about fiscal policy that reads,

“I'medi ately inpl enent a conprehensive, | ong-term
fiscal plan in 2017 that ensures responsible spending
at a sustainable level of between $4.1 - $4.5 billion

dollars. Such a plan should include budget reductions,
use of Permanent Fund earnings, and new revenue from
br oad- based taxes. In order to reduce state governnent
expenses, the legislature should repeal I|aws that
create expenditures but are not a necessary government
function. Ensure State of Alaska fiscal policy
includes strategies to grow and diversify the Al aska
private econony.”

W nmintain that budget reductions are inperative for
a sustainable budget for Al aska. W urge the
Legislature to keep examning all state expenditures
to identify efficiencies and reductions. For specifics
regarding these suggestions, we would refer the
Commttee to the Cormonweal th North report.

In addressing revenue neasures to provide for
essential state functions and services, step one nust
be use of the Permanent Fund, which was created to
fund a significant portion of state services when

revenues from oil could no longer be the funding
source for nost of state governnent. There are many
options for additional revenue sources to fill any
remaining gap to fund governnment, including incone
t ax.

Thank you for the opportunity to provide coment. W
commend your conmittee for consideration of solutions
to our fiscal chall enges.

4:10: 49 PM

DAVID TRANTHAM SELF, BETHEL (via teleconference),
testified in favor of the legislation. He shared that he
was a 71 vyear resident of Alaska. He comended the
commttee for putting a bill on the table and stressed the
need to diversify the state's revenue. He believed the
| egi sl ature had provided the opportunity for <citizens to
speak their mnds. He underscored that sonething needed to
be done in the current year to address the budget crisis
facing the state. He recalled the highs and lows of his
past. He stated it was necessary to buckle down. He stated
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there was a cost to everything. He discussed the need for
everyone to be a part of the solution. He thanked the
commttee for offering the bill.

4:14:55 PM

BONNI E BURGAN- KELLY, SELF, PALMER (via tel econference), was
opposed to any taxes wuntil additional budget cuts were
made. She stated that five years previously everyone could
see that oil production was approaching an end. She pointed
to large projects the legislature had funded instead of
taking action. She supported a plan proposed by Senator
M ke Dunleavy [SB 84 - Legislation introduced in 2017
regarding the Permanent Fund earnings, dividends, and the
general fund] and encouraged nenbers to consider it.

4:16: 28 PM

THOVAS W LLI AVS, SELF, CHUG AK (via teleconference),
testified against the bill. He stated change was needed and
the state governnent was still too large. He believed

spending half the state's budget on healthcare and
education was too nmuch. He remarked that the one thing that
kept the state alive was its resources. He did not support
cuts to the dividend. He stated the legislature had taken
noney out of people's pockets. He supported a budget
reduction plan by Senator M ke Dunleavy. He did not know
anyone who wanted to pay new taxes. He thought i ndividuals
wanted to nake other people pay nore taxes. He wondered if
the i ssues would be put to a vote of the people.

Co-Chair Foster clarified that the commttee was currently
taking public testinony on HB 115.

M. WIlianms restated his question.

Co-Chair Foster indicated that the issue would need to be
di scussed at anot her tine.

4:20: 08 PM

KAREN PERRY, SELF, CHUGQ AK (via teleconference), spoke
agai nst HB 115. She thought the bill should be called the
"Rob Al askans Blind Bill." She agreed with other callers
who suggested breaking the legislation up into multiple
bills. She asserted that Alaska was in a recession and
HB 115 would make things nuch worse. She opined that the
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| egi sl ature needed to be concerned with the overall econony
of Alaska rather than the growh of state governnent. She
asked if the commttee nenbers had read, "Diapering the
Devil" by fornmer Governor Jay Hammond or the nodel by the
Institute of Social and Economc Research (ISER). She
stressed that presently the state took 75 percent of all

m neral |ease revenues but could not manage noney well. She
contended that the legislature wanted to steal from hard
wor ki ng Al askans. She believed the legislature had

continued to spend for years. She did not support putting
the burden on the people. She strongly suggested the
committee invite Brad Keithly, the founder of Alaskans for
Sust ai nabl e Budgets, to Juneau to present facts naking the
case for wusing the Jay Hammond plan. She thought the
committee would want to get all of the facts before naking
a decision. She asked the comttee to do its due
diligence. She avowed that an income tax would penalize
hard working producers of the state. It would add nore
onerous red tape to small business owners and woul d deter
others from starting a small business. She addressed the
proposed capital gains tax, which she opposed. She argued
that governnment needed to make further reductions rather
t han taxi ng Al askans. She strongly opposed HB 115.

4:24:19 PM

Co-Chair Foster pointed out that Co-Chair Seaton was
currently chairing a House Finance Subcommttee. He noted
that presently there were plenty of open phone lines for
folks that wanted to call in to testify.

4:24:59 PM

CARMEN GQGUTI ERREZ, SELF, ANCHORAGE (via teleconference),
spoke in support of HB 115. She paid an incone tax in the
70s and opposed the elimnation of the tax in the 80s. She
believed Alaskans had a long history of entitlenent in
which they received infrastructure benefits w thout paying
for them She believed entitlement needed to cease. She
supported a progressive incone tax and opposed additiona
budget cuts. She valued Alaska as a state and did not want
to live in a place that becanme stingy and ugly because of
government cuts to services. She opined that the state
needed to generate revenue to cover the budget. She thought
a progressive incone tax was the nost fair and equitable
means of increasing revenues. She believed the bil
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protected the PF for future generations. She urged the
committee to pass HB 115.

4:30:01 PM

STEPHEN SENI SCH, SELF, WASILLA (via teleconference), spoke
against HB 115. He suggested the bill wuld tax al
Al askans, lead to fewer people living in the state, and
result in |less revenue. He supported reducing the size and
scope of state government to a nore sustainable |level. He
referred to the Alaska Policy Forum and articles on its
website. He believed every Al askan should read the articles
that showed how to solve the budget problem w thout taxing
every Alaskan. He remarked the state had foolishly spent
$50 mllion on the AKLNG project when it would not be
economcally feasible for several decades. He underscored
that legislators needed to do their jobs to nake further
cuts to governnent.

4:32:46 PM

JANI CE  RAI SANEN, SELF, WASI LLA (via teleconference),
testified in opposition to HB 115. She expressed her
frustration that the hearing was being held on a Friday
afternoon while nost Al askans were working. She was opposed
to a state income tax. She believed the people in Al aska
taki ng advantage of welfare and social prograns were the
sanme people who would only pay the mnimum tax of $25 if
the legislation were adopted. Although capturing taxes from
out-of-state workers would be helpful, their famlies did
not utilize the state's social and welfare progranms. She
argued that the state needed to reach out to the people
taki ng advantage of the state that were not working. She
saw a state sales tax as a nore equitable option. She was
tired of people that worked hard giving to all of the
wel fare and social prograns. She nmade it clear that
spendi ng for those prograns should stop. She reiterated her
support of a state sales tax over an inconme tax. She opined
that it was tinme for people to take responsibility for
their own well-being versus relying on the governnent. She
supported additional cuts rather than taxing working
peopl e.

4:35:39 PM

ARLENE RONDA, SELF, HOVER (via teleconference), spoke in
support of HB 115. She reported that she and her husband
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came to Alaska in the territorial days, liked what they
saw, and made Al aska their hone. She and famly supported
an incone tax in the 70s. In the early days, she paid a
state income tax wllingly to support state governnent.
Followng that tinme when oil was discovered the state
incomne tax went away and the PF was wsely started.
Presently, oil income was no |onger dependable. She
asserted that it was tine for all Al askans to contribute in
a fair and balanced way towards state services. She
commended the co-chairs for putting forth the bill. She
under scored her support.

4:37:03 PM

RI CHARD GUSTAFSON, SELF, HOVER (via tel econference),
t hanked Co-Chair Foster and Co-Chair Seaton for trying to
stop kicking the can down the road. He was in favor of an
income tax and hoped the bill would protect and inflation
proof the Permanent Fund.

4:38:38 PM

MERRI CK  PEI RCE, SELF, FAI RBANKS (via teleconference),
testified against the bill. He opined that the |east
recessi onary approach was needed to reduce the deficit. He
offered that Robin Brena had outlined such an approach to
ensure that Al aska received a sure and bal anced return for
oil particularly fromthe |legacy fields such a Prudhoe Bay.
He suggested that nenbers invite M. Brena to testify
before the conmttee to explain how SB 21 [oil tax
| egi sl ation passed in 2013] has utterly failed Al aska. He
cited sone statistics around the oil tax legislation. He
argued that taking noney from Alaskan famlies in the form
of an incone tax in conmbination with a regressive raid of
di vi dends woul d deepen the state's recession. He furthered
that raising taxes in a recession was the worst possible
remedy. He clained that it was norally wong to use an
income tax and a raid on dividends to subsidize the give-a-
way of the state's oil. He added that the state's long-term
obl i gati ons, including a massive underfunded pension
system would not be met with HB 115. He believed the first
priority needed to be taking a fair return for the state's
oil followed by naking sensibl e budget reductions.

4:41: 37 PM
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JERRY  ALDERMAN, SELF, ANCHORAGE (via teleconference),
supported HB 115. He was confused by the nunmbers |isted on
t he Sponsor Statenent, as they did not add up to the nunber
nmenti oned previously. He did not want the bill to fund only
a portion of the state deficit. He did not want further
reductions to the state budget. He supported solving the
entire fiscal problemas soon as possible.

Co-Chair Foster referred M. Alderman to Co-Chair Seaton's
office to assist himwith sone of the nunbers he not ed.

4:43: 22 PM

JEFFREY TODD BROWN, SELF, ANCHORAGE (via teleconference),
spoke in opposition to HB 115. He believed the bill was
extrenme and disagreed with conmments made that the bill was

progressive. He provided an exanple related to hone
nortgages. He believed in a broad-based system of taxation
than what was presented in the bill. He acknow edged the
i nportance of governnment and the structure it provided.
However, he believed everyone needed to share in the
burden. He supported a sales tax and a corporate tax. He
t hought Al aska needed broad-based taxation inplenmented a
little at a tine. He asserted that the legislature was
wast i ng noney.

4:46:50 PM

W LLI AM HARRI NGTON, SELF, ANCHORAGE (via teleconference),
opposed HB 115. He referred to chronic m smanagenent of the
state. He was a senior that received benefits because of
decades of working. He thought the state was noving away
from being an elder-friendly state. He suggested that there
woul d be wunintended consequences from driving the senior
popul ati on out of state. He spoke to the lack of fiduciary
responsibility of the legislature to the citizens of
Al aska.

4:49: 36 PM

M CHAEL CHAMBERS,  UNITED FOR LIBERTY, ANCHORAGE (via
tel econference), reported that three years prior he had had
the opportunity to neet with 5 legislators during a special
session. He l|liked having direct access to his |egislators.
He was involved in designing a 96-page budget book, which
incorporated $1.5 billion in reductions. He provided an
exanple of one of the recomended reductions. He had

House Fi nance Committee 27 02/ 17/ 17 1:36 P. M



delivered the book to each legislator while visiting in
Juneau during the current session. He encouraged all
legislators to visit a particular website. He relayed the
mssion of the group. He remarked that there was a
communi cation disconnect between |egislators and Al askans.
He nmentioned the massive redundancies wthin state
gover nment . He suggested that many legislators were
advocating the restructuring of the PFD and incorporating
an assortnment of tax schenes. He supported Senator
Dunl eavy's plan to right-size government. He argued agai nst
HB 115.

4:52:29 PM

TERRENCE SHANI GAN, SELF, ANCHORAGE (via teleconference),
opposed HB 115. He reported that only one-third of the
governnent's budget paid for enployee salaries. He thought
further cuts were necessary. There were conpeting services
that needed to be elimnated. He advocated further
reductions. In the previous year, only 3.5 percent had been
cut fromthe operating budget. He disagreed that the budget
had not been reduced to the bone. He thought I|egislators
needed to work harder at identifying further reductions. He
relayed a statenent from a menber of the other body. He
thought a sustainable budget was inpossible in state
government. He suggested constructing a budget that the
state could afford from the ground up. He clainmed having
identified $1.5 billion reductions that could be nade
rat her than raiding the PF.

4:57:17 PM

CHRI STI NE NEES, SELF, ANCHORAGE (via teleconference), spoke
agai nst HB 115. She thought state spending was simlar to
giving a credit card to a teenager and sending them to the
mal | . She thought certain exenptions should be included in
the capital gains portion of the bill. She hoped for a nore
appropriate state nodel.

5:00: 00 PM

DAVID  NEES, ALASKA  POLI CY FORUM ANCHORAGE (via
tel econference), spoke in opposition to the bill. He
indicated there had been a stress test applied to the
| egi sl ation, which was rated negative 6. In other words, it
impaired 6 functions  of freedom for Al askans. He
hi ghlighted that in Section 4 of the bill the word "shall™
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was changed to "May." The use of the word "may" was a
probl em because it gave the legislature perm ssion not to
appropriate noney. He also pointed out that the bill did
not have a start date. Therefore, it was unclear if the
cal endar year or a state fiscal year applied. He provided
sone figures acconpanying the proposed tax |legislation. He
suggested that the tax proposed was not fair. He noted a
retroactive clause as well.

5:02: 28 PM

JANET MCCABE  SELF ANCHORAGE (via teleconference), spoke
in support of HB 115. She and her husband had been
homeowners in Anchorage since 1965. She had seen nmany
attenpts to solve the problem of relying on a single
vol atile source of state revenue. She believed uncertainty
and instability were damagi ng Al aska's econony. She did not
think making additional cuts was the solution. She had
wi tnessed a stream of people |eaving the state. She opined
that for Alaska to flourish it nust have a stable and
consi stent revenue structure. She agreed with a previous
testifier that businesses in Alaska were holding their
breath. She professed that HB 115 was the best opportunity
Al aska has had to establish a stable revenue structure. She
furthered that the legislation was predicated on fairness
to all Al askans. She highlighted that by protecting the PF
and the PFD rural Alaskans would continue to have
assistance in heating their honmes and subsisting. She
considered it a privilege to pay an incone tax based on
each individual's ability to pay. She supposed that because
HB 115 conbi ned revenue sources there was no way to be able
to please everyone. She concluded by asking the |egislature
to come together and pass HB 115 in the current session.

5:05: 03 PM

ROBIN  SM TH, SELF, ANCHORAGE (via teleconference),
testified in support of HB 115. She thanked the committee
for working on the issue of designing a nmuch-needed stable
fiscal plan. She reported being a snmall business owner wth
her husband for over 45 years. She spoke to great
opportunities provided in Al aska. She admtted her business
was currently struggling because of the downturn in the
econony. She purported that Al askans needed to take
responsibility by paying their fair share for the benefits
they received. She was willing to pay an incone tax. She
made note that a portion of people' s state incone tax could
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be witten off their federal incone tax. She wanted to
mai ntain a good quality of life for herself and others. She
ascribed that children were Alaska's future and spoke to
the inportance of education. She was deeply concerned about
further cuts to healthcare, transportation, and other
arenas. She was aware that because Al aska was an enornous
state, costs were higher than in others. She reasoned that
every state in the U S. operated on tax revenues. She
remar ked that Al aska has been fortunate to have an abundant
supply of oil. She supposed that with the drop in oil
prices she would have to capitulate to taxation. She found
it curious that sone Al askans wanted to see additional cuts
made to the budget but were not willing to specify what
areas should be reduced. She highlighted that Al askans had
beconme accustoned to receiving free services. However, she
asserted that it was tine to start paying for them She
reiterated her appreciation of the hard work of the witers
of the bill

5:10: 04 PM

Co-Chair Foster understood that some individuals had tine
constraints. He offered the enmnil address to submt witten
t esti nony.

5:10: 43 PM

PAUL KENDALL, SELF, ANCHORAGE (via teleconference), called
for a point of order. He asked about the rules and |aws
that governed the current public testinony.

Co-Chair Foster explained that the commttee was currently
taking public testinony. Menbers wanted to hear what the
public had to say and to create a record. He encouraged M.
Kendal |l to proceed with his testinony.

M. Kendall testified that all the state's problens were 98
percent | eadershi p-based. He accused the |egislature of
going to Juneau to negotiate in secret. He spoke to the
conplexity of the issues being considered. H's conments
reflected his discontent with the |legislature. He read from
Al aska's constitution. He further rel ayed hi s
di ssatisfaction with the |egislature. He opposed decreasing
the PFD. He continued to provide testinony regarding his
di ssati sfacti on.

5:19:58 PM
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KELLY REPNOW SELF, PALMER (via teleconference), testified
against HB 115. He believed the issues in HB 115 should be
addressed in separate legislation. He favored a 2-year cap.
He saw the legislation as a way of taking the Pernmanent
Fund and turning it into permanent funding. He suggested
that the perception of the state's fiscal situation changed
when there was a change in governors. He suggested using
the funds from the Constitutional Budget Reserve (CBR)
prior to using the PF. He also advocated taking out a PF
loan with a promse to repay if cash was needed. He favored
cutting spending not funding unnecessary projects. He
considered tapping the PFD to be "kid taxation.”™ Money in
the form of PFDs went directly into the |ocal econony. He
recommended town hall neetings on HB 115. He spoke to a
nunber of state expenditures. He spoke to the North Pole
refinery that had been shut down due to reductions. He
bel i eved i ndividuals should support |egislation proposed by
Senator Dunleavy. He reiterated that the issues existing in
HB 115 shoul d be addressed in separate |egislation and that
there should be a 2-year cap in place.

5:24:10 PM

STEPHEN WRI GHT, SELF, WASILLA (via teleconference), opposed
HB 115. He believed the bill was a lenon. He did not
support the wuse of the Permanent Fund and thought
additional cuts were necessary. He continued to provide
some statistics. He concluded that he was a "No" vote on

the bill. He also noted that the econony needed further
boosti ng.

5.:27:10 PM

ED LARRIVEE 1[I1, SELF, ANCHORAGE (via teleconference),

opposed HB 115. He clained citizens did not want and incone
tax or their PFD taken away. He opined that the state
needed | egislators that represented the people of Al aska.
He suggested that legislators should listen to a particular
norning radio show. He relayed that he would only be open
to a state incone tax after |egislators reduced the budget.

5:30: 50 PM

JAMES SQUYRES, SELF, RURAL DELTANA (via
tel econference), testified in opposition to HB 115. He

House Fi nance Conmmittee 31 02/ 17/ 17 1:36 P. M



t hought the bill went too far and that he preferred Senator

Dunl eavey's bill. [The call was dropped].

5:32: 32 PM

RI CHARD HELLER, SELF, BUTTE (via teleconference), opposed
HB 115. He favored Senator Dunleavy's bill. He opined that
the governor's AKLNG project was a boondoggle. He spoke to
the negative aspects of the project. [The <call was
dr opped] .

5:33:20 PM

AT EASE

5:36:13 PM

RECONVENED

SHARON Cl SSNA, SELF, ANCHORAGE (via teleconference), spoke
in favor of HB 115. She stated that the state needed many
voices. She provided some historical background about
herself and her famly. She thought the state was having
some issues. She thanked the conmttee for having the
hearing. She relayed that she would be sending in sone
i nformation and thanked the conmittee.

Vice-Chair Gara wanted to say hello and thanked her for al
of her service.

Co-Chair Foster explained that there had been sone
technical difficulties.

M. Squyres resunmed his testinony. He thought the POW' s
feature had gone too far. He supported Senator Dunleavey's
| egislation. He thought it was nore noderate than HB 115
He thought the capital gains tax contained in the bill was
a scalping tax. He nentioned he was famliar with the
capital gains sliding tax, as he had been an accountant in
Texas. He provided exanples of +the conplexity of the
proposed tax. He reiterated his opposition to the bill.

5:45: 05 PM

JOHN FARLEI GH, SELF, ANCHORAGE (via teleconference),
supplied some historical background about his famly in
Al aska. He was concerned how his kids and grandchildren
would survive in the state. He had been a commerci al
fisherman for 25 years. He supported HB 115 including the
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15 percent incone tax and he supported using a POW nodel
He supported restructuring oil tax credits and using the PF
earnings. He objected to people wusing state services
wi t hout paying for them

5:49: 30 PM

LARRY M CHAEL SON, SELF, MEADOW LAKES (via
tel econference), strongly opposed HB 115. He recently
retired and lived on a fixed incone. He felt the rules were
changi ng. He reported that his ©property taxes have
i ncreased by 35 percent. He thought that HB 115 would force
people to consider noving from the state because of the
burden caused by additional reductions. He strongly opposed
HB 115.

5:52:43 PM

Cl NDY M CHAELSON, SELF, MEADOW LAKES (via tel econference),
spoke in opposition to the legislation. She thought
addi tional cuts were necessary. She opined that she did not
want to be responsible for subsidizing people choosing to
live in rural Al aska. She believed an income tax would only
provide additional funds to the legislature to waste. She
suggested the state live within its neans.

5:55: 00 PM

RON JOHNSON, SELF, BUITE (via teleconference), adamantly
opposed HB 115. He thought an incone tax disproportionately
affected Al askans. He believed that the capital gains tax
hit people too hard. He thought the state had done very
little to cut the operating budget. He enphasized his
support for Senator Dunleavey's plan. He requested further
hearings on HB 115, as the legislation greatly affected all
Al askans.

5:57:41 PM

JANET JOHNSON, SELF, BUTTE (via tel econference), opposed HB
115. She agreed with her husband' s testinony. She believed
there were too many issues being addressed in one bill. She
wanted to see the topics dealt with in separate
| egislation. She furthered that there should be duration
caps on bills. She surmsed that the state had a spending
problem rather than a revenue problem She agreed wth
Senat or Dunl eavy's plan to right-size governnent.
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5:58:48 PM

M. Heller was back online. He continued to speak in
opposition of HB 115. He believed that an incone tax was a
bad idea. He suggested opening up Alaska's resources to
generate revenue. He wondered why Republican nenbers on the
finance commttee were not on sone of the subcomm ttees. He
advocated noving the legislature to Anchorage. He thought
the state's spending habits were ridiculous. He asserted
that people from out of state cane to Alaska, got their
Al aska driver's license, and were receiving fraudul ent
PFDs. He reenphasized that it was time for the legislature
to stop spendi ng noney.

6: 02: 09 PM

PAMELA GOODE  SELF RURAL DELTANA (via teleconference),
spoke in opposition of HB 115. She argued that for the
previous 10 years there had been a significant anount of
nmoney flowing into the state dramatically increasing the
size and scope of governnment. She thought the increase
caused a substantial anount of fiscal irresponsibility. She
surmsed the drop in oil prices was not the reason for the
problem but a contributing factor. She reasoned that the
| egi sl ature was using the fiscal crisis as a way of getting
into the PF and extracting taxes from high wage earners.
She opined that HB 115 did not fix the fiscal problem She
thought the bill attacked new investors and destroyed
freedomand liberty. She opposed HB 115.

6: 05:14 PM

DENNY KAY WEATHER, SELF, HAVKKI NS | SLAND (via
tel econference), strongly opposed HB 115. She believed that
any nmoney going into the state coffers would be spent. She
provided a historical exanple. She reported that Governor
Hanmond canme up with the PFD to safeguard the state's
assets. She did not believe legislators had done their job.
She added that the governor had already created a hardship
for Al askans by reducing their dividends. She suggested
maki ng additional cuts. She appreciated |egislators being
avai l abl e to hear public testinony.

6: 09: 01 PM
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SHELEE CHAMBERLAI N, SELF, ANCHORAGE (via teleconference),
opposed HB 115. She al so opposed giving oil conpanies tax
credits, which she believed lead to the creation of the
| egislation. She praised Governor Wil ker for trying to
protect the PFD by taping the dividend. She was highly
opposed to taking noney from the PF earnings reserve. She
commented that many small communities were al ready burdened
with a sales tax. She surm sed a state incone tax would add
to that burden. She spoke to the possibility of being taxed
twice on the PFD. She added that a mninum tax of $25 was
difficult for sonme people. She thanked the conmttee for
heari ng her testinony.

6:11:51 PM

BRI AN FELDMANN, SELF, FAIRBANKS (via teleconference),
supported HB 115. He favored an incone tax and a 6 percent
sales tax but opposed taking the people's dividend. He
opined that the legislature should repay previous draws. He
believed the oil conpanies should pay nore taxes and
advocated the developnment of Alaska's future in order to
generate new revenues.

6:15:40 PM

ROSS MULLINS, SELF, CORDOVA (via teleconference), spoke in
support of HB 115. He enphasized the inportance of
protecting and growing the corpus of the PF. He was happy
to see a bi-partisan House. He thought the |Ilegislature
needed to nove forward and do the right thing. He really
did not want his PFD touched but realized that sonething
had to be done.

6: 19: 03 PM

M CHAEL SHELDON, SELF, PETERSBURG (via teleconference),
spoke against HB 115. He opposed restructuring the PF and
creating an income tax. He thought the bill would cause
more hardship on working Al askans. He thought t he
representatives needed to work towards stabilizing the
econony by controlling state spending. He did not want to
see the PF decimated. He read from the Al aska Constitution

He urged nenbers to put the decision to use the PF earnings
to a vote of the people.

6:23:11 PM
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DAVI D PARI SH, SELF, JUNEAU (via teleconference), spoke in
favor of HB 115. He thought there was a suitable conpronm se
that would provide a good education to his grandchildren,
provide street rmaintenance, and continue stable ferry
service on the Alaska Marine H ghway System He nentioned
other prograns and entities that he would like to see
preserved. He thought HB 115 was the first step toward a
sol uti on.

6:25:19 PM

W LLI AM  DEATON, SELF, CORDOVA (via teleconference),
approved of cutting education because, as a 15-year-old
boy, he was capable of learning on his own. He was against
funding Planned Parenthood, as they did not provide pre-
natal care. He spoke in opposition of HB 115 and supported
Senat or Dunl eavey's plan. He also encouraged nore cuts to
t he budget. He suggested putting any changes to the PF to a
vote of the people. He opposed HB 115.

6:27:34 PM

MARY NANUWAK, SELF, BETHEL (via teleconference), spoke
against HB 115. She did not |ike that the Al aska
Legislature did not want to hear from Al aska's indigenous
peopl e. She did not approve of nultiple topics in the bill.
She nmintained that original Al askans should have a say in
any decisions being made about the affairs of Alaska. She
noted the difficulty of small villages being able to speak
to the |legislature. She urged nenbers to consider children,
el ders, and peopl e w thout noney.

6: 33: 09 PM

RCSS Bl ELI NG, SELF, ANCHORAGE (via teleconference),
spoke against HB 115. He reported that gross spending
i nvestment dropped for those states that had inplenented an
income tax. He thought that the capital gains portion of
the bill would definitely scare off investors. He noted
some of the other challenges including healthcare costs. He
did not believe that HB 115 was the way to get things done.

6: 35: 53 PM

ED MARTI N, SELF, COOPER LANDI NG (via tel econference), spoke
in opposition to HB 115. He provided a quote fromthe first
United States President, Thomas Jefferson. He spoke about
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the use of the PF and about protecting the PFD. He thought
it was necessary to generate new wealth for the citizens of
Al aska. He nmentioned a honestead that had been subdi vi ded
and a program called the Al aska Land Voucher. He expressed
concerns about adding 50 nore people to the payroll to
adm nister a state incone tax. He observed that the state
had a serious problem wth just paying for what it
currently had. He urged nmenbers to |ook for opportunities
to create new weal t h.

6: 40: 40 PM

EVAN EADS, SELF, FAI RBANKS (via teleconference), was unsure
if he approved of the entire bill, although he supported an
income tax. He spoke to some of the history of a state
income tax under Governor Hammond's administration. He did
not approve of out-of-state workers not contributing to the
state budget. He suggested inplenmenting an incone tax that
was capped for residents of Alaska at the anmount of the
di vidend. He thanked the conmttee nenbers for their tinmne.

Co-Chair Seaton reported having to go to a subconmttee
fi nance neeting and thanked everyone who testifi ed.

HB 115 was HEARD and HELD in commttee for further
consi derati on.

Co-Chair Foster reviewed the agenda for the follow ng
Monday.

#
ADJ OURNIVENT

6: 46: 04 PM

The neeting was adjourned at 6:46 p. m
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