HOUSE FI NANCE COWM TTEE
April 4, 2017
9:07 a.m

9:07:39 AM

CALL TO ORDER

Co-Chair Foster called the House Finance Commttee neeting
to order at 9:07 a.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 Dan Otiz
Representative Lance Pruitt
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanm e WI son

VEMBERS ABSENT

Representative Scott Kawasaki

ALSO PRESENT

Representative Sam Kito 111, Sponsor; Kris Kris Curtis,
Legislative Auditor, Alaska Division of Legislative Audit;
Janey  Hovenden, Di rector, Division  of Cor por ati ons,
Busi ness and Pr of essi onal Li censi ng, Depar t ment of
Commer ce, Community and Economic Devel opnent; Rachel
Bergngartt, Doctor of Vetrinary Medicine and Board Menber;
Ms. Kranendonk, Staff, Representative Harriet Drummond;
Al exei Painter, Analyst, Legislative Finance D vision; Ben
Br own, Chai r man, Al aska State Council on the Arts;
Representative Matt Caman, bill sponsor; Osen Phillips,
staff, Representative Canan; Ken Alper, Director, Tax
Di vision, Departnent of Revenue; Representative Ceran Tarr,
Sponsor; Kelly Howell, Director, Division of Administrative
Servi ces, Department of Public Safety; Representati ve
Col | een Sullivan-Leonard.

PRESENT VI A TELECONFERENCE
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Eric Jayne, Doctor of Veterinarian, Hawaii; Brandon S.
Spanos, Deputy Director, Tax Division, Department  of

Revenue; Paul Kendall, Self, Anchorage.
SUMVARY
HB 31 SEXUAL ASSAULT EXAM NATI ON KI TS

CSHB 31(FIN) was REPORTED out of commttee with a
"do pass” recommendation and with a new zero
fiscal note by the House Finance Conmittee for
the Department of Public Safety and with a new
zero fiscal note.

HB 137 ST. COUNCIL ON THE ARTS: PUBLI C CORP.

HB 137 was REPORTED out of commttee with a "do
pass" recommendation and wth two new fiscal
i npact notes by the House Finance Conmittee for
t he Depart ment of Educati on and Early
Devel opnent .

HB 144 EXTEND BOARD OF VETERI NARY EXAM NERS

HB 144 was HEARD and HELD in conmmttee for
further consideration.

HB 146 SCHOCL TAX; PFD PAYMENT FOR SCHOOL TAX

HB 146 was HEARD and HELD in conmmttee for
further consideration.

Co-Chair Foster reviewed the agenda for the neeting.

#hb144
HOUSE BI LL NO. 144

"An Act extending the term nation date of the Board of
Veterinary Examners; and providing for an effective
date."

9:09: 29 AM

REPRESENTATI VE SAM KITO I11, SPONSOR, read the sponsor
statement :

House Fi nance Conmmittee 2 04/ 04/ 17 9:07 A M



House Bill 144 extends the termnation date for the
Board of Veterinary Exami ners until June 30, 2025.

Legislative Audit conducted their review of this board
and determned that “the board is serving in the
public’'s interest by effectively |licensing and
regulating veterinarians and veterinary technicians.
The board nonitors |icensees and works to ensure only
qualified individuals practice. Furthernore, the board
develops and adopts regulations to inprove the
veterinarian and veterinary technician occupations in
Al aska. In accordance with AS 08.03.010(c) (22), the
board is scheduled to termnate on June 30, 2017. W
recoomend that the legislature extend the board's
term nation date to June 30, 2025.”

The board currently oversees 784 active |icensees and
is mde up of five nenbers. State |aw requires four
board positions be filled by |licensed veterinarians
that have been engaged in the practice of veterinary
medicine in the state for at |least five years prior to
appointment. The remaining position is to be filled by
an individual fromthe general public.

The continuation of the Board of Veterinary Exam ners
is inportant to the health and safety of Al aska s pets
and |ivest ock.

Thank you for your support of House Bill 144.

Representative Kito reported that an issue regarding |ack
of rural veterinary care was identified in the audit. The
issue was indirectly related to the board and was not a
primary function. He indicated that providing veterinary
care in rural ar eas was fiscally difficult for
veterinarians. The House Labor and Commerce Committee
committed to neet during the interim to address possible
options and fornulate recomendations for inproving rural
veterinary care. The board sunset June 30, 2017 and needed
approval to continue its licensing functions in the state.

9:12: 22 AM

Representative WIson ascertained that the board was in
arrears for $25. 8 t housand and not ed t he audi t
recommendation to reduce fees. She wondered how the deficit
was created. Representative Kito spoke to the bi-annual
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license renewal cycle affecting the board' s balance each
year. The Departnent of Conmerce, Community and Econom c
Devel opnent (DCCED) were required to review a board's
accounting each year and adjust fees every other year, or
each bi enni um to keep reserves cl ose to zero.
Representative WIson asked whether increasing fees was one
of the audit findings. Representative Kito deferred the
answer to the departnent.

9:14: 22 AM

KRIS CURTIS, LEG SLATIVE AUDITOR, ALASKA DI VISION OF
LEG SLATIVE AUDI T, sunmmarized the findings of the audit.
She reported that "the board is serving in the public’s
i nt erest by effectively i censing and regul ating
veterinarians and veterinary technicians" and recomended
t he maxi mum al | owabl e extension of 8 years. She referred to
page 7 of the audit and cited the only recomendati on:

"The board chair should review the annual report for
accuracy and conpleteness before final submission to
the Departnment of Commerce, Community and Econom c
Devel opnent . "

Ms. Curtis indicated that the departnent staff exam ner
erroneously included information from a different board in
the board' s annual report and submtted the report on the
board’s behalf wthout review by the board chair. She
referred to a chart on page 5 of the audit (copy on file)
that depicted the total |icenses issued from FY 13 through
February 2016 and noted a 57 percent increase in |icensees.
She directed attention to a chart on page 6 containing the
schedul e of revenues and expenditures from FY 13 through
February 29, 2016. She explained that at the end of FY 13
the board was running a surplus of $108.8 thousand,
resulting in a fee reduction. Conversely, the board was
currently running a deficit of $25.8 thousand. She
determ ned that "overall" the board was well-run

Representative WIson asked about a prior sunset audit that
recommended the governor fill vacant board seats in a
timely manner. Ms. Curtis responded that Legislative Audit
di d not discover any extended vacanci es.

Co-Chair Foster noted that Co-Chair Seaton joined the
nmeet i ng.
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Representative WIson requested an answer from the
departnment about how the deficit was being handled. She
t hought that the significant increase in I|icensees would
result in a surplus rather than a deficit.

9:18: 07 AM

JANEY  HOVENDEN, DI RECTOR, DVISION OF CORPORATI ONS,
BUSI NESS AND PROFESSI ONAL LI CENSI NG, DEPARTIVENT OF
COVMERCE, COMMUNI TY AND ECONOM C DEVELOPMENT, reported that
fees were substantially increased for the l|ast renewal
period. The veterinary license fees increased from $300 to
$500 and the fees for technicians increased from $50 to
$100. The current FY 17 second quarter report ending on
Decenber 13, 2017 reported a surplus of $25.3 thousand.

Co-Chair Foster noted that Representative Coleen Sullivan
Leonard, Representative Kito and Representative C aman were
present .

9:19:19 AM

Co- Chair Foster OPEND Public Testinmony for HB 144.

9:19:41 AM

RACHEL BERGNGARTT, DOCTOR OF VETRI NARY MEDI Cl NE AND BQOARD
MEMBER, related that the board engaged in "extensive"
di scussi ons over the past year on ways to inprove services
and renmedy the budgetary issues. She rem nded the conmttee
that the board existed to |icense veterinarians and
technicians and not dictate where |icensees needed to
practice. She voiced that options for rural veterinary
services existed. She pointed out that the board' s job was
to enable licensees to practice in the areas of their
choosing and the board never denied a license to anyone
appropriately qualified regardless of what area of the
state they worked in. The board did not track where Al askan
veterinarians practiced. She conmunicated that private non-
profits |ike the The Al aska Veterinary Rural CQutreach

offered spay, neuter, and well pet services in over 200
Al askan communities. She furthered that the board offered a
courtesy |license for out-of-state veterinarians for

approximately $75 to veterinarians who travel to Alaska to
assist Al askan veterinarians on a tenporary basis. She
indicated there were over 30 out-of-state veterinarians
t hat hel ped with the Iditarod.
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9:24: 24 AM

ERI C JAYNE, DOCTOR OF VETERI NARI AN, HAWAI | (via
tel econference), asserted that the board had attenpted to
control veterinary services in rural Al aska through the
provisions that allowed non-profit groups to work in the
state. He communicated that the board offered two types of
tenporary licenses that allowed out-of-state veterinarians
to practice in Alaska. One type, good for a period of 60
days, was called "a tenporary permt" wused for relief
veterinarians. The tenporary permt was offered at a |ow
cost, easy to apply for, did not require board approval,
and did not |imt the scope of practice. The other was a
“special event courtesy license.” He nmintained that the
board inserted a provision that allowed veterinarians from
non-profit spay neuter groups from out-of-state to perform
services in comunities off the road system under the
license. He contended that the courtesy licensing process
was very arduous, and he discovered that only two
veterinarians applied for the license. He reported that the
fee was large, the license was subject to board approval
and limted to only spay and neuter services. He currently
wor ked for 8 spay-neuter clinics. He ascertained that many
ot her veterinarians from out-of-state would volunteer their
services in rural Alaska if they felt welcomed by the
board. He believed the board's special event |icense
provisions inhibited non-profits from operating in rural
Al aska and that the board wanted to protect the financial
interest of Al askan veterinarians. He also pointed out that
the cost for the lack of rural veterinary care was
"tremendous” and "spent wunnecessarily." He cited that 7
children were mauled to death since 1994 in the Yukon
Kuskokwi m Delta. He spoke of hundreds of bite wounds and
the associated costs that were treated using Medicaid
dollars. He maintained that there were several different
policy changes the board could inplement to mtigate the
problem He recomrended allowing a rural nenber on the
boar d.

Co- Chair Foster CLOSED Public Testinony.

Co-Chair Foster indicated that anendnents were due on
Friday, April 7, 2017.

HB 144 was HEARD and HELD in commttee for further
consi derati on.
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#hb137
HOUSE BI LL NO. 137

"An Act redesignating the Alaska State Council on the
Arts as a public corporation and governnental
instrunmentality of the state; defining the powers and
duties of the Alaska State Council on the Arts;
providing exenptions from certain statutes for the
Al aska State Council on the Arts; making conform ng
anendnents; and providing for an effective date."”

9:32:11 AM

MS.  KRANENDONK, STAFF, REPRESENTATIVE HARRI ET DRUVMMOND,
provided a brief summary of the bill by reading from the
sponsor statenment as foll ows:

House Bill 137 quasi-privatizes the Al aska State
Council on the Arts (ASCA) by restructuring it as a
public corporation in order to help the ASCA to
continue its work with self-enployed Al askan artists
and art businesses during these challenging fiscal
times. This new status will allow the ASCA to increase
its ability to leverage funds from non-governnental
contributors and better adapt to the shifting economc
climate. This effort responds to the w despread
interest in governnental entities, as nuch as they are
able, to at least partially privatize their operations
and increase their operating efficiency.

Representati ve W | son want ed confirmation t hat no
additional state funding was appropriated for the bill. M.
Kranendonk replied that the bill reallocated the funds but
did not add any funding. She noted that current enployees
woul d be reclassified as exenpt.

Co-Chair Foster indicated there were no anendments from
conmi tt ee nenbers.

9:34: 23 AM

Vice-Chair Gara reviewed the associated fiscal note from
Department of Education and Early Devel opment (DEED): FN2
(EED). He noted that the appropriation was in the anount of
$2.768 mllion in FY 2018. He read the breakdown of funding
sources and noted that he was unfamliar with the AAP
f und.
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9:36:17 AM
AT EASE

9:38:31 AM
RECONVENED

Vice-Chair Gara clarified that AIPP stood for Art in Public
Pl aces. He nopbved to the second new fiscal note from DEED
allocated to ASCA. He related that the fiscal not e
transferred the funding to the new Al aska State Council on
the Arts' public corporation.

Co-Chair Foster invited M. Painter to clarify the fiscal
not es.

ALEXEI  PAINTER, ANALYST, LEG SLATIVE FINANCE DI VISION
expl ained that creating a public corporation neant ASCA was
a separate legal entity fromthe state, which required that
the appropriation had its own conponent. The adm nistration
was prohibited from transferring noney to and from a
corporation. Fiscal note nunber 2: FN2 (EED) deleted the
funding from the existing appropriation and noved the sane
funding to the new appropriation. He stated that there was
no net change in the funding.

9:38:31 AM

Representative WIson asked whether the noney could be
reappropriated or if the fund was dedicated. M. Painter
responded that the fund was not dedicated, but a transfer
of any noney within the appropriation was restricted. The
| egislature retained the ability to appropriate the funding
as it desired.

9:39:19 AM

BEN BROWN, CHAI RVAN, ALASKA STATE COUNCIL ON THE ARTS,
confirmed t hat it woul d remain t he | egi sl ature's
prerogative, under the Executive Budget Act whether to
appropriate funding for the council.

Co-Chair Seaton MOVED to report HB 137 out of Conmttee
wi th individual reconmmendations and the acconpanying fiscal
not es.

There being NO OBJECTION, it was so ordered.
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HB 137 was REPORTED out of commttee with a "do pass"”
recommendation and with two new fiscal inpact notes by the
House Finance Commttee for the Departnent of Education and
Early Devel opnent .

9:41:12 AM
AT EASE

9:41: 34 AM
RECONVENED

Co-Chair Foster indicated that Representative GQuttenberg
had j oi ned the neeting.

#hb146
HOUSE BI LL NO. 146

"An Act inposing a school tax on net earnings from
sel f-enploynment and wages; relating to a paynent
against the school tax from the permanent fund
di vi dend di sbursenent; and providing for an effective
date."

9:41: 52 AM

REPRESENTATI VE MATT CLAMAN, BILL SPONSOR, read the sponsor
st at enent :

Good norning nenbers of the Conmmittee, for the record,

ny nane is Mttt Caman, and | am the State
Representative for House District 21 in West
Anchorage. | would like to thank you all for hearing

House Bill 146.

Al aska faces mjor financial challenges. Qur goal in
proposing House Bill 146, a School Tax, is a
responsi ble action plan to nmeet those challenges. The
Al aska Constitution, Article VII, Sec. 1 requires the
legislature to “establish and maintain a system of
public school.” The public supports a strong public
school system and an investnent in our students is an
investnment in our future.

When asked about the possibility of a broad-based
school tax, many people wanted to know what such a tax
woul d | ook like. The School Tax in HB 146 sets a tax
based on adjusted gross incone on federal tax returns
for every person who earns inconme in Alaska. A
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Al askans and out-of-state residents who work in Al aska
woul d hel p solve our financial challenges. The m ni mum
tax would be $100 a year, for those who nmke $20, 000
or less. In this way, the school tax is simlar to the
school head tax—everyone contributes. The tax then
i ncreases on a graduated scale based on incone. Those
maki ng between $50,000 and $75,000 a year would pay a
school tax of $750. The revenue collected from the
school tax would be designated to support public
education in Alaska. It is not a dedicated tax fund
which would violate our constitution. (Because it is
wel | bel ow the budget anobunt, there would be no need
to argue the designation as well.)

The values of the tax range from 1% in the | owest
bracket to 3.4% at the uppernost bracket. There is
also a cap on the wuppernost Ilevel, allowng the
hi ghest earners to reinvest in the econony and support
a positive investnent clinmate.

W based our values off a $1000 permanent fund
dividend. Everyone is able to contribute, while

i ndi viduals who depend on the PFD still receive a
reasonabl e portion. To nmake paynent of the tax sinple,
the bill includes a provision allowng use of future

Per manent Fund Di vidends to pay the tax.

| would like to close by saying that this school tax

bill responds to public concern about the funding of

education in challenging tinmes. It is a transparent

way to produce new revenue and create a responsible
action plan for Alaska. At full inplenentation, the
school tax bill is projected to raise $540 mllion—
approximately one third of the state funding for

education. W believe that if the public has a nore
direct investment in funding education, they wl]l

becone nore involved in the education that we deliver.

The school tax is not a proposal to increase education
funding. The intent is to raise revenue to help close
t he budget deficit, designate those funds to support

education, and reduce the undesignated general fund
appropriation for education on a dollar-for-dollar

basi s.

9:44: 49 AM
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PH LLI PS, STAFF, REPRESENTATIVE CLAMAN, noted that the
change between the sponsor substitute and the original

in the title. He relayed that the old title did

ncl ude out-of-state residents or specify incone.

Phillips reviewed the sectional analysis:

Section 1:

Section 2: AS 43.45.011 School tax inposed; paynent by
di vi dend:

Adds new chapter: Chapter 45. School Tax.
Adds new section AS 43.45.011:

a) Tax inposed on adjusted gross incone (AG) of:
(1) residents and (2) non-residents wth incone
fromin-state source
b) Lists tax liability for individuals based on
tiered AG |evels
c) Stipul ates that
(1) the A of
(A) a resident is the total AGd of the
resi dent
(B) a nonresident or part-year resident is
the amount attributable to a source in the
state
(2) the DOR shall assess the tax due on the AG
of
(A) individuals, for individual returns
(B) 2+ i ndi vi dual s for j oi nt filing
(i ncl udi ng dependents)
(O individual, if returnis not filed
d) Tasks the DOR with adopting procedures to
allow use of PFD to pay the school tax,
including refunding anmounts exceeding the
t ax
e) Defines regulations for the tax payer
f) The departnent shall adopt regul ations:
(1) Delinguent paynent annual interest
rate is 18%
(2) Establish fee of up to $2,500 for
t he cost of collecting delinquent tax
(3) Allow for a 90-day extension past
due date (at the DOR s discretion)
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(4) Determine AG subject to tax for
joint filers if one of the filers is
not a resident of the state

g) Tax penalties shall be deposited
into the general fund

h) *“adjusted gross inconme” has the
meani ng given in 26 U S. C. 62

Section 3: Uncodified Law. Anended: REGULATIONS. DOR
may adopt regul ations to inplenment section 2

Section 4: Effective Date: Section 3 — Inmediately

Section 5;: Effective Date: Al other sections — Jan 1,
2018

M. Phillips delineated that the effective date in Section
5 included the tax conponent of the bill.

9:48: 10 AM

Co-Chair Seaton cited page 2, line 26 and read the
fol | owi ng:

.an individual if the individual does not file a tax
return...

Co-Chair Seaton wondered how adjusted gross inconme was
determined for soneone who did not file a federal tax
return. Representative Cl aman responded that the provision
woul d be subject to Depart nment of Revenue (DOR)
regul ati ons.

Representative Cuttenberg asked what the House Education
Commttee's feedback or actions were regarding the bill.
Representative Claman responded that there were no
anmendnent nmade in the education conmttee.

9:49: 26 AM

Representative Pruitt menti oned that anot her revenue
measure was being considered in the House. He asked whet her
the bill would be an addition to an inconme tax.
Representative C aman responded that the |egislation was
intended as an alternative to an incone tax. Representative
Pruitt asked whether the bill was another version of an
i ncone tax. Representative Caman responded in the
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negative. He clarified that the school tax conbined a
capped head tax with graduated rates between the |ow and
hi gh ends of inconme. He delineated that the tax included a
mandatory mninmum on the low end and a cap on the naxi num
paynment and was not consi dered an i ncome t ax.

Representative Pruitt countered that the tax fell wthin
the definition of an incone tax but included the | anguage
that the revenue "may" be appropriated for education. Rep

Cl aman declined to "argue the policy question.™

Representative Genn cited page 2, lines 4 through 13 of
the bill. He asked what fornula was used to create the
income brackets. Representative Claman replied that he
began with the prem se to establish a mninumtax, fromthe
desire that everyone should be part of the solution. He
assunmed that based on a $1000 PFD (Permanent Fund Divi dend)
it was reasonable to request a $100 mnimum paynent. The
ot her brackets were developed simlarly; with the
consideration that, certain incone |evels should receive a
certain portion of their incone and retain the ability to
al so contribute above the limt. He considered "economc
level s of inconme at which the statistical Iikelihood that
the PFD was critical to their famly econom cs becane |ess
i nportant.”

9:52: 33 AM

Representative WIson asked about using a percentage of
income versus a flat fee. She provided an exanple from the
tax brackets. Representative C aman responded that the goa
of the bracket fees was to create clarity and nmake it
easier for the public to understand what they were expected
to pay versus calculating percentages. He agreed that by
using step increnents a taxpayer at the lower |limts of a
hi gher bracket would pay nuch nore in relation to the
previ ous bracket versus using a percentage of incone but at
the expense of clarity and a straightforward approach.
Representative WIson asked whether the representative had
information regarding the "correlation between the public
paying the fee and how it would inpact what was happening
in the schools.” Representative Caman did not understand
her question. Representative WIson wondered if he had
accessed information from other states that enployed a
simlar tax on correlation between the tax and educationa
outcones. Representative Caman responded that that he
concluded from anecdotal information that the comunity
felt that the nore they invested in education the nore they
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woul d beconme interested in outcones. Representative WI son
did not agree because the system was not the sanme for all;
not all children go to public school and she doubted the
correlation. She asked for further data from other states.
Representative C aman remarked that no other state had a
school tax simlar to the proposal in HB 146 and doubted he
could provide any further information. He believed that all
segnments of the community were concerned about how the
state invested in public education.

9:56: 26 AM

Vice-Chair Gara thanked the sponsor for introducing the
bill. He asked whether Rep. C aman supported an alternative
way to raise revenue wthout taxing the PFD as part of
incone. Representative Caman replied that the PFD was
included in adjusted gross incone on the federal level. He
expressed concerns about conplicating the bill for the
public as exceptions and "layers”" were added. Vice-Chair
Gara asked whether the income and tax levels in the bill
were adjusted over tine. Representative Cl aman wondered if
he was asking about inflation adjustnments. Vice-Chair Gara
responded affirmatively. Representative C aman answered in
t he negati ve.

Co-Chair Foster noted Representative Thonmpson had joined
t he neeting.

Vice-Chair Gara asked whether single and joint tax payers
with or wthout dependents all paid the sanme tax.
Representative C aman responded that the tax was based on
the return versus on an individual basis.

9:59: 22 AM

Co-Chair Seaton referred to page 2 lines 26 through 30 and
read the follow ng

(© an individual, if the individual does not file a
f ederal incone tax return.

(d) The depart nent shal | adopt regul ati ons
establishing procedures for an individual eligible for
a dividend under AS 43.23.005 to direct the departnent
to hold all or a part of the amount of the dividend to
pay the tax due under this section.
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Co- Chair Seaton asked whether an individual who did not

file income tax had an adjusted gross income and wondered
how much noney would be generated under the $100 m ni mum
tax fromindividuals who only get a PFD for income purposes
and do not file a federal form Representative C anman
responded that the fiscal note was prepared by the
departnment using proprietary information regardi ng how nany
tax returns were filed for each incone bracket. He deferred
to DOR for additional information. He furthered that the
departnment had information regarding who filed for a PFD

Therefore, it would be known to the departnent if a person
had not filed a tax return but filed for a PFD.

10: 01: 59 AM

Representative WIlson ascertained that the state would take
$100 m ni mum t ax from everyone even chi | dren.
Representative C aman answered that it depended on how the
famly chose to manage their children's PFD incone. He
furthered that if parents included their children's PFD
income on their return the only school tax due was based on
the parent's tax return. Representative WIson responded
that the bill did not reference tax returns; only adjusted
gross inconme. Representative Claman pointed to page 2,
lines 24 and 25 and read the foll ow ng:

(B) two or nore individuals, including dependents, if
those individuals file one federal incone tax return
t oget her;

Representative O aman specified that the |anguage applied
to the scenario in question. Representative WIson
referenced page 2, lines 26 and 27 and read the foll ow ng:

(C© an individual, if the individual does not file a
federal incone tax return.

Representative WIson guessed that nost individuals not
filing had a disability or incones so low they were not
required to file a return and would be difficult to track
if not for the PFD data base. She deenmed that individuals
who did not file a return or file for a PFD would be
"al nost inpossible" to track. Representative C anan was
unfamliar with the area of tax l|law she was discussing
regarding disability benefits. He agreed that it would be
arduous to find people who did not file a return or file
for a PFD.
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10: 05: 07 AM

Representative Pruitt asked whether the intent was for the
PFD to pay the tax or if an individual would "wite a
check, " since there was no wthholding of f unds.
Representative Claman replied that a payroll tax conponent
was not included to mnimze the adm nistrative expense. He
expl ai ned that non-paynent of the tax was subject to a high
interest rate (18 percent) and fines up to $2.5 thousand to
incentivize timely paynent for those in the higher incone
brackets. He wanted the tax collected once a year to
provi de an easier admnistrative process for the state. He
envisioned that the tax could be paid for with the PFD for
tax payers in lower incone brackets. The goal was to
fashion the tax simlar to a property tax. Representative
Pruitt thought that the assunption was made that people
could manage their noney to have enough when the paynent
was due. He thought a yearly paynment was challenging for
peopl e who didn't budget their noney adequately.

10: 08: 36 AM

Vi ce- Chair Gara recognized that there were several
different policies under consideration. He liked that the

bill clearly defined how nmuch people would be taxed versus
a tax based on percentages. Representative C aman provided
an exanple from personal experience to illustrate how the

fees and penalties would encourage paynent conpliance. He
hoped that the departnent would graduate the fines so that
those that owe nore paid higher fines. He voiced that
col l ection issues occurred for any tax.

10: 10: 34 AM

Co- Chair Seaton asked M. Al per about the adm nistration of
the tax and wondered whether the bill provided enough
gui dance.

10: 10: 55 AM

KEN ALPER, DI RECTOR, TAX DIVISIQON, DEPARTMENT OF REVENUE,
explained that the bill had a blanket authorization to
wite regulations. He stated that nmany technical issues
were not addressed in the bill but could be dealt with in

regul ation. He spoke to the issue of non-resident incone
generated in the state and requested nore definition and
addi ti onal | anguage should the  bill advance in the
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| egi sl ative process. He believed that |awsuits woul d ensue,
if the bill was adopted, regarding what was effectively
definable through regulation versus statute. He noted that
enough guidance was contained in the bill concerning tax
forms, tax rates, and defining tax payers. The departnent
would fill in the details through regulations.

Co-Chair Seaton reiterated his question regarding page 2,
line 26 of the bill, dealing with an individual who did not
file a federal tax return but had adjusted gross inconme. He
asked how the departnent would admnister the tax to
Al askan residents. M. Al per guessed that al | PFD
recipients not included in a filed tax return would owe the
$100 mninmum tax. The threshold for a larger household
exenpted from filing a tax return was under $20 thousand;
and these households could fall under the higher $250 tax.
He surm sed that the department would rely on the 1040 form
for the adm nistration of the tax and added that a process
woul d be necessary to identify non-filers.

10:14: 42 AM

BRANDON S, SPANGCS, DEPUTY DI RECTOR, TAX DI VI SI ON,
DEPARTMENT OF REVENUE (via teleconference), noted that each
year, there were certain individuals that just refused to
file a tax return or did not for other reasons. However,
enpl oyers were required to file a W2 that would act as
docunentation of inconme for the departnent. The departnent
would use the W2 information in coordination with the
I nternal Revenue Service (IRS) to determ ne assessnents.

10:15:49 AM

Co-Chair Seaton referenced the follow ng |anguage on page
2, lines 1 and 2 and page 2, lines 20 through 27 of the
bill:

(1) resident individual; and
(2) nonresident and part-year resident individual wth
inconme froma source in the state.

(2) the departnent shall assess the tax due on the
adj ust ed gross incone of
(A an individual, if the individual files a
f eder al i ncome t ax return only on t he
i ndi vidual's own behal f;
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(B) t wo or nor e i ndi vi dual s, i ncl udi ng
dependents, if those individuals file one federal
i ncome tax return together;

(© an individual, if the individual does not
file a federal inconme tax return.

Co- Chair Seaton queried whether the |anguage ensured that
the tax was applied to tax returns and not each individual
included in the tax return. M. Alper interpreted that the
first section allowed a joint filer to pay a single
household tax. He surmsed that DOR would interpret the
| anguage in the sane manner.

M. Spanos added that federal rules required that a child
file their own return in sonme cases. He thought further
definitions would be beneficial clarifying when the state
woul d al so require a dependent to pay their own school tax.

10: 18: 56 AM

Representative CQuttenberg referred to line 2, page 2 and
i nquired how crew shares fit into the definition of incone.
He thought that the bill gave the departnent "a |ot of
| eeway to nake decisions and wite regulations.” M. Al per
suggested that DOR wuld have to craft regulations
specifically for S Corporations, part ner shi ps, sol e
proprietorships, and contract work. He furthered that crew
shares qualified as a 1099 contractor when received for
work done in Alaska or paid by an Al aska owned busi ness.
The departnent would have the non-resident crew nenber’s
tax information, apply formulas from regulation to
determ ne the Al askan portion of the adjusted gross incone
for tax assessnent purposes. He reiterated that the
guestion was whether the reqgulation |anguage could
withstand a court <challenge. Representative Quttenberg
wondered if the division would have enough authority and
guidance to nmke the decisions required to wite the
regul ati ons. M. Al per replied that enough guidance
exi sted, but he was uncertain whether DOR had the |egal
authority. He wanted to consult with the state's attorneys.
He cautioned that taxes were prohibited from being inposed
via regulation and he was wuncertain how specific the
regul ations could be witten.

10: 22: 08 AM
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Co-Chair Seaton referred to Page 2, lines 12 and 13 of the
| egi slation and read the foll ow ng:

(8) $200,000 or nore, but |ess than $250, 000, the tax
is $6,500 a year;
(9) $250,000 or nore, the tax is $8,500 a year.

Co- Chair Seaton asked whether sonmeone who nmade $5 million
per year would pay $8.5 thousand in tax. Representative
Claman confirned that the statement was correct. Co-Chair
Seaton inquired if an individual wth incone at $251
t housand woul d pay $2 thousand nore than an individual wth
income of $248 thousand. Representative C aman answered in
the affirmative.

Vice-Chair Gara favored the provision that the revenue
woul d be deposited in the Education Fund. He noted that the
| anguage in the bill used the word "may" versus "shall" due
to the constitutional prohibition on dedicated funds.
Representative Caman confirmed that the statenent was
correct.

Co- Chair Foster OPENED Public Testinony.

10: 23: 42 AM

PAUL  KENDALL, SELF, ANCHORAGE (via teleconference),
provi ded public testinony. He favored an "open" discussion
regarding the bill. He spoke against using property taxes
to pay for any public enployee's salaries or conpensation

He spoke to itens and beliefs outside of the context of the
| egi sl ati on.

Co- Chai r Fost er interrupted to clarify that public
testimony was being heard on HB 146. M. Kendall continued
to provide testinony unrelated to HB 146.

Co- Chair Foster CLOSED Public Testinony.

HB 146 was HEARD and HELD in commttee for further
consi derati on.

#hb31
HOUSE BILL NO. 31

"An Act requiring the Departnment of Public Safety to
develop a tracking system and collection and
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processing protocol for sexual assault exam nation
kits; requiring law enforcenent agencies to send
sexual assault exam nation kits for testing within 18
nmonths after collection; requiring an inventory and
reports on untested sexual assault exam nation Kkits;
and providing for an effective date."

10: 30: 02 AM

REPRESENTATI VE GERAN TARR, SPONSOR, explained that the
Comm ttee Substitute (CS) acconplished three things: The
bill established nmandatory sexual assault training for all
law enforcenent officials. The legislation required a
statewwde audit to determine the "true" inventory of
backl ogged untested sexual exanmination kits. Third, HB 31
established a "gold standard" in reporting options for
sexual assault.

10: 31: 30 AM

Co-Chair Foster MOVED to ADOPT Anendment 1.

Page 1, line 9, follow ng "and":
Insert "at |least 12 hours of instruction regarding”

Page 1, line 9, follow ng "assault":
I nsert ":1."

Page 3, lines 2 - 3:

Del ete "16 years of age or ol der"

Insert "18 years of age or older and not a vul nerable
adul t"

Page 3, following line 24:

I nsert a new bill section to read:

"* Sec. 5. AS 18.68.020 is anended by adding a new
subsection to read:

(c) In this section, "vulnerable adult”™ has the
meani ng given in AS 47.24.900." 15
Renunber the following bill sections accordingly. 17

Page 4, line 21:

Del ete "Section 5"

| nsert "Section 6" 21
Page 4, line 22:

Del ete "sec. 6"

| nsert "sec. 7"

House Fi nance Conmmittee 20 04/ 04/ 17 9:07 A M



Representative WIson OBJECTED for the purpose of
di scussi on.

Representative Tarr spoke to the anmendnent. She explained
that the anendnent added nore specificity to the bill and
contained three conponents. The first provision delineated
that the training was 12 hours for sexual assault and 12
hours for donestic violence. The Departnment of Public
Safety (DPS) supported the anmount of training and the
fiscal note had factored in the 12-hour trainings. She
indicated that existing statute called for nandatory
reporting of sexual assault for anyone under the age of 18,
which was considered sexual abuse of a mnor, and for
vul nerable adults. The second piece of the anendnent nade
age changes to clarify and conformto the existing statute.

Representative WIlson cited AS 47.24.900 regarding the
definition of vulnerable adults. She wondered who nade the
determ nation that an individual was a vulnerable adult in
sexual assaul t cases. She asked for addi ti ona
clarification for when the classification of vul nerable was
established. Representative Tarr answered that a vul nerable
adult would have already been established by a court
process before the assault occurred.

10: 34: 20 AM

Representative WIson asked about the other change
regarding a mnimm of 12 hours of instruction. She
wondered whether the anmendnment clarified that the 12-hour
requi renent was mandated for both donestic violence and
sexual assaul t. Representati ve Tarr responded
affirmatively.

Co- Chair Seaton asked whether the total hours of training
were 24 hours. Representative Tarr answered affirmatively.

Representative Wl son W THDREW her OBJECTI ON
There bei ng NO OBJECTI ON, Amendrent 1 was ADOPTED.

Vice-Chair Gara reviewed the new zero fiscal note from the
Department of Public Safety.

Representative WIson asked about the 24 hours. She
wonder ed whether the state already offered the training.
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10: 36: 46 AM

KELLY HOWELL, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF PUBLIC SAFETY, indicated that the
training was already being provided by the Public Safety
trai ni ng acadeny.

10: 37: 16 AM

Vice-Chair Gara MOVED to report CSHB 31(FIN) out of
Commttee as anmended with individual recomendations and
t he acconpanying fiscal note.

There being NO OBJECTION, it was so ordered.

CSHB 31(FIN) was REPORTED out of conmittee with a "do pass”
recomendation and with a new zero fiscal note by the House
Finance Commttee for the Departnment of Public Safety.

Co-Chair Foster reviewed the agenda for the follow ng
nmeet i ng.

#
ADJ OURNVENT

10: 38: 30 AM

The neeting was adjourned at 10:38 a.m
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