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W TNESS REG STER

M KE M LLER, Vice Chairman

Al aska National Federation of |ndependent Busi ness (NFIB)
Nort h Pol e, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 115.

DEVON THOVAS, Presi dent

Al aska Associ ation of Realtors

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 115.
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TOVAS BOQUTIN, representing self
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

M KE M LLI GAN, representing self
Kodi ak, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

MARY FORBES, representing self
Kodi ak, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

STOSH ANDERSQN, representing self
Kodi ak, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

ADRI ENNE W LBER, representing self
Sitka, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

ED GRAY, representing self
Sitka, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

RI CK CARLSON, representing self
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

CHRI STINE NIEM, representing self
Juneau, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

KEVI N SHI PLEY, representing self
Kake, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

BRI AN MCNEI L, representing self

Fai r banks, Al aska

PCSI TI ON STATEMENT: Proposed that a state incone tax accommobdate
peopl e who pay their own health insurance.

JI M CHEYDLEUR, representing self
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JEAN JAMES, representing self
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Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support

MARK JOHNSON, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in oppositi

W LLI AM HARRI NGTON, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in oppositi

SARAH DAVI ES, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support

JANET MCCABE, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

HELEN NI ENHUESER, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

SARAH MCCABE, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

SHANNA ZUSPAN, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

CHRI S BECK, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

ANDY HOLLEMAN, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support

GREGORY ANDERSQN, representing self
Wasill a, Al aska
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POSI TI ON STATEMENT: Testified in opposition to

HERVAN MORGAN, representing self
Ani ak, Al aska
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POSI TI ON STATEMENT: Testified that an inconme tax woul d have been
good, but cutting the permanent fund dividend (PFD) was the sane
as a flat tax making the timng of the incone tax w ong.

DAVE PALMQUI ST, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

GECRCE PI ERCE, representing self
Kasi | of, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

SUSAN OPALKA, representing self
G rdwood, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JASON JONES, representing self
Pal mer, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

TRI SH MCDOUGALL, representing self
Houst on, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

RONALD ALLEN, representing self
Skwent na, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

M KE COONS, representing self
Pal mer, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to HB 115.

RI CH YOUNG representing self
Eagl e River, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

ROSELYNN CACY, representing self

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of a progressive tax
wi th specific changes to HB 115.

BRI NNA WDJTALEW CZ, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

ORI N SEYBERT, representing self
Anchor age, Al aska
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PCSI TI ON STATEMENT: Testified in support

JANA PI ERCE, representing self
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified in support

MARYLEE GUTHRI E, representing self
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support

Bl LL WARREN, representing self
Ni ki ski, Al aska
POSI TI ON STATEMENT: Testified in support

DAVI D BRI GHTON, representing self
Kenai, Al aska
PCSI TI ON STATEMENT: Testified in support

RACHEL NEUENDORF, representing self
Sol dot na, Al aska
PCOSI TI ON STATEMENT: Testified in oppositi

FRED STURMAN, representing self
Kenai, Al aska
POSI TI ON STATEMENT: Testified in oppositi

M CHAEL | LLG, representing self
Hormer, Al aska
PCOSI TI ON STATEMENT: Testified in support

KATE FI NN, representing self
Hormer, Al aska
PCOSI TI ON STATEMENT: Testified in support

DUANE CHRI STENSEN, representing self
Anchor Point, Al aska
PCSI TI ON STATEMENT: Testified in oppositi

DAN BOONE, representing self

Hormer, Al aska

POSI TI ON STATEMENT: Testified in support
CLYDE BOYER JR., representing self
Hormer, Al aska

PCSI TI ON STATEMENT: Testified in support

AMY BOLLENBACH, representing self
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Homer, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

GARVI N BUCERI A, representing self
Pal mer, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

STEVE ST. CLAIR representing self
Wasi |l a, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

ABBY ST. CLAIR, representing self
Wasill a, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

PETER MORGAN, representing self
Pal mer, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

BETH RI VEST, representing self
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

PAUL KENDALL, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

KEVI N MCCABE, representing self
Bi g Lake, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

LAURA BONNER, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

DAVI D NEES, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

ELLI E GOTTSTEIN, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

BEN MULLI GAN, representing self

Anchor age, Al aska

POSI TI ON STATEMENT: Called for a spending cap before he wll
support an i ncone tax.
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CURTI S THAYER, Presi dent
Al aska Chanber of Commerce
Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to

DAVI D LANDRY, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support

M CHAEL CHAMBERS, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in oppositi

JASON GUSTAFSON, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support

DAVI D BOYLE, Executive Director

Al aska Policy Forum

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in oppositi

MARNI E HARTI LL, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support

DARI O BORGHESAN, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support

DEENA M TCHELL, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support

PATTY LI NVILLE, representing self
Sewar d, Al aska
POSI TI ON STATEMENT: Testified in support

BRUCE JAFFA, representing self
Sewar d, Al aska
PCOSI TI ON STATEMENT: Testified in support

MATT STEELE, representing self
Wasi |l a, Al aska
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RYAN MCKEE

Ameri cans For Prosperity

Wasi |l a, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 115.

BETH FREAD, representing self
Pal mer, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

GARRETT ABBOIT, representing self
Ket chi kan, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

TERRI ROBBINS, representing self
Ket chi kan, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

BRENDA LOUGHVAN, Conmittee Menber

Tongass School of Arts and Sci ences

Ket chi kan, Al aska

POSI TI ON STATEMENT: Testified in support of HB 115.

WALT COULTER, representing self
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

DON GRAY, representing self
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

GERALD BROWN, representing self
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.

TERRENCE COLE, representing self
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JOAN FRANZ, representing self

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 115.
PRI NCESS LUCAJ, representing self

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 115.

WOLFGANG FALKE, representing self
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Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in opposition

DANI EL LYNCH, representing self
Sol dot na, Al aska
PCOSI TI ON STATEMENT: Testified in support of

PENNY VADLA, representing self
Sol dot na, Al aska
POSI TI ON STATEMENT: Testified in support of

TI M SCHRACGE, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition

CHRI S NELSON, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition

CYNTHI A HENRY, representing self
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified in opposition

BOB GRIFFIN, representing self
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition

LUANN MCVEY, representing self
Dougl as, Al aska
POSI TI ON STATEMENT: Testified in support of

JOAN O KEEFE, Operations Chair

The Foraker G oup

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of

MARJORI E HAMBURGER, representing self
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified in support of

CLAI RE HOLLAND LECLAIR, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of

ROBIN SM TH, representing self

Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support of
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TERRI E GOTTSTEIN, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JEREMY PRI CE, State Director

Ameri cans for Prosperity

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 115.

JACKI E CASON, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

THEA AGNEW BEMBEN, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JULIE NI ELSEN, representing self
Juneau, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

JOSEPH ROTH, representing self
Juneau, Al aska
POSI TI ON STATEMENT: Testified in support of HB 115.

KARLA HART, representing self
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 115.

JEB STUART, representing self
Wasill a, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 115.

MARY KATASSE, representing self

Juneau, Al aska

PCSI TI ON STATEMENT: Testified that she supports HB 115 only if
there are no cuts to education and if the PFD is provided to
t hose in need.

DARRELL SM TH, representing self
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in opposition to HB 115.

DAN DUNAVAY, representing self

Di|li ngham Al aska
PCOSI TI ON STATEMENT: Testified in support of HB 115.
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KURT SCHM DT, representing self
Del ta Junction, Al aska
PCSI TI ON STATEMENT: Testified in oppositi

CORI NNE ROLLMAN, representing self
Eagl e River, Al aska
POSI TI ON STATEMENT: Testified in oppositi

M CHELE WHI TE, representing self
Pal mer, Al aska
PCSI TI ON STATEMENT: Testified in oppositi

CRYSTAL SCHOENROCK, representing self
Kenai, Al aska
POSI TI ON STATEMENT: Testified in oppositi

PHI LLI P GRAY, representing self
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified in oppositi

M KE ALBERTSON, representing self
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support

VENDY BRI NGHURST, representing self
Eagl e River, Al aska
PCOSI TI ON STATEMENT: Testified in oppositi

KRI STIN BELLONI O, representing self
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support

CATHY MOSHER, representing self
W1l ow, Al aska
POSI TI ON STATEMENT: Testified in oppositi

JESSI CA PRICE, representing self
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in oppositi

ALAI NA CLARK, representing self
Wasilla, Al aska
POSI TI ON STATEMENT: Testified in oppositi

ED MARTI N, representing self
Cooper Landi ng, Al aska
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PCSI TI ON STATEMENT: Testified in opposition to HB 115.

ACTI ON NARRATI VE

5:59: 02 PM

CHAIR M A COSTELLO called the Senate Labor and Commrerce Standing
Commttee neeting to order at 5:59 p.m Present at the call to
order were Senators Stevens, Gar dner, Hughes, and Chair
Costell 0. Senator Meyer arrived shortly thereafter.

HB 115-1 NCOVE TAX; PFD PAYMENT/ CREDI T,

5:59: 37 PM
CHAI R COSTELLO announced the consideration of HB 115. She stated
that the commttee will hear public testinony. She noted that 74

people are waiting online to testify in addition to others. She
asked for cooments to be limted to two ninutes.

6: 00: 34 PM

M KE M LLER, Vice Chairnman, National Federation of |ndependent
Business (NFIB), North Pole, said he is also representing
hinmself as an owner of the Santa C aus House. There are many
folks online, and having "once set in your chair,” he
under st ands when you have a |lot of folks online and everyone has
something to say. He said he understands that the conmittee
would like to get everyone's testinmony and not |eave anyone out.
He said he would make his testinmony short and to the point. He
then thanked the committee for "taking this up." Unlike |arge
busi nesses, he said, small businesses |ook at every penny that
is spent. He said there are many issues that "go into when we
are spending for expansion.” He gave the exanple that he is
| ooking at expanding his store, so he factors a lot of things
in. Wien it comes to governnent, there are two things to factor
in: regulatory issues and taxation. He is in the tourism
i ndustry, so there are not many regul atory issues, but there are
i ssues of taxes, and the nore that is put on snall businesses,
such as taxes—ncone taxes—+t has been his experience that they
want to grow their businesses. Wat owners do is take their
profits and put them back into business to hire nore people and
"do all the things that small business people do." It has been
his experience that if those dollars go to the governnent, there
are less dollars to hire nore people. He said he is |ooking at
hiring 20 nore fol ks when he expands his business. Unlike |arge
busi nesses, smal | busi nesses  cannot hire "an arny  of
accountants, or |awyers, or |obbyists.” That is why they have
the NFIB, and "we all throw a few bucks together and we get
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Danny." Those are some things to think about. Also, this bill is
projected to raise $600 to $700 mllion, and he said there was a
Power Poi nt presentation today that said it was $680 [million],
but the problem is, this is not new nobney comng into Al aska
This is noney comng out of the back pockets of working nmen and
wonen in the state. He added that it is not |like Alaska is
bringing this noney from the Lower 48 states. It has been his
experience that the consuner is the best nultiplier of those
dollars, and it has been his experience—-having once set in those
chairs—+that the governnment is the worst at nultiplying those
dollars in the econony. He thanked the conmttee and said the
conmittee has a lot of hard work ahead of them \Whatever
decision it nakes will be "a tough one.”" He said he is "glad it
IS you guys and not ne anynore."

6: 04: 34 PM

DEVON THOVAS, President, Alaska Association of Realtors (AAR
Anchorage, said she is a realtor and a lifelong resident of the
area. The AAR has over 1,700 nmenmbers, and its mssion is to be
the voice of real estate for Alaska, and its vision is to
advocate for private property rights and to <create an
environment that encourages real property ownership. She said
that AAR nenbers recognize that the state faces difficult
decisions in solving the fiscal problens. Alaska realtors feel
that taking noney from Al aska realtors wthout cutting state

spending wll not solve long-term issues, and AAR strongly
opposes HB 115 as currently passed by the House. Many experts
believe that 2018 will bring higher interest rates, an increase

in foreclosures, and an increase in housing inventory across the
state. There is already wuncertainty in honebuyers from the
decline in the oil industry, she stated. Passing HB 115 would
price many potential honmebuyers out of the opportunity to own
their own home. Housing is one of the |leading economc
indicators, and it supports many jobs outside the real estate
sector, including retail and service sectors. The association
strongly opposes anything that wll jeopardize hone ownership.
The omi ssion of the nortgage interest deduction and inplenenting
an additional capital gains tax wll discourage buyers and
sellers, she said. An incone tax wll depress the housing
econony, which is vital to full enploynent for Al aska. She urged
the Senate to reject HB 115.

6: 07: 10 PM

TOVAS BQUTIN, Juneau, said there is no better way to destroy
Al aska's society and its culture than to have an incone tax
concurrent with the PFD [permanent fund dividend]. Taxing
Al askans who strive, create jobs, and produce goods and services
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that the world wants to buy and then handing out that sane
several hundred mllion dollars to everyone regardl ess of effort
and initiative would deal an econom c blow nore severe than the
| ong- expected decline in petroleum production. He said he wants
a culture of work and one that includes self-worth. The sponsors
of HB 115 nust think we have too many people working and too few
peopl e depending on governnment checks, he opined. Al aska
produces less of what it consunmes than any other state. The
extent of the recession will be due to the lack of productivity
and overconsunption, not the lack of taxes. Taxing productive

working famlies wll retard economc growmh, and the timng
couldn't be worse, he averred. Al aska has three quarters of a
mllion consuners. Production must conme back into bal ance, and
the road wll be tougher with an incone tax, he added. Those
living on government paynents are held harmess. He said to
"think about the adverse selection that an inconme tax inplies."
The bill attenpts to Bernie Sanderize Al aska—a bitter pill to
put on Al askans.

MR. BOUTIN added that other governnent spending is consunption

rat her than production. Lost oil taxes cannot be nade up by
taking in one another's washing. No other state cones close to
us, he stated, in per capita governnent handouts. Taxing the

private sector for governnent solves none of the problens.
"Whuld any elected official look a small business owner in the
eye and tell her she needs to pay an incone tax and wi thhold an
income tax from her two enployees while the state pays its new
natural gas guy $750,000 a year to have him jet between his
offices in Anchorage and Houston and Tokyo?" The bill 1is
"di shonest” and gives a seal of approval to witers and
musi ci ans but |ooks down its nose at commercial fishernen,
wel ders, and truck drivers. "It's so typical.” He noted that
Bernie [Sanders] thinks he has Al askans over a barrel. He said
that Al askans don't want governnent taking wages and then
figuring out how nmuch to give back, and that is what an incone
tax conbined with a PFD does.

CHAI R COSTELLO noted that Comm ssioner Randy Hof fbeck joined the
meeting, as well as Senator M cciche and Representatives Tilton
and W son.

6:10: 42 PM

M KE M LLI GAN, Kodi ak, said he supports HB 115. He said he would
like to pronote a culture of responsibility in Alaska. He was in
the state when there was an incone tax and when there was no
PFD, he said. He renenbers the debates over noving Al aska's
capital and over the WPPSS project that went belly up, regarding
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the GO [general obligation] bonds in Washington state. He said
he renmenbers all of this, and what canme about, especially in
Kodi ak, was a strict opposition to an incone tax by everyone who
has grown up with a PFD who think that they shouldn't have to
pay for governnment. CGovernnent, |ike anything else, you have to
pay for, like groceries and things that a person uses. "You have
to pay for it. If you think you are going to enrich us by
cutting education nore, | think you re mstaken,"” he added. All
t hese people who say they cannot afford an incone tax, they are
saying that they couldn’'t have nmde it back when we had an
incone tax. He said he would like to see an association wth
income tax and the PFD application. The only deduction should be
for sonebody meking a property tax paynent to a |ocal Al aska
gover nnent . That woul d encourage property ownership and
participation in |ocal governnment. Al aska would get noney from
everybody to help pay for governnment services. The one thing an
income tax helps, he stated, that no other tax does is that is
starts to tax some of the wealth and wages that are |eaving the
state daily. "I encourage you to support this bill."

6:12: 50 PM

MARY FORBES, Kodi ak, said she supports HB 115. She said she has
witten everybody in the Senate and has previously testified.
She still feels very strongly and agrees with M. MIlligan that
there is too nmuch of an entitlement nentality in Al aska. She
noted that she has never |ived anywhere where she did not pay a
state incone tax. If instituting an income tax causes Al askans
to nove el sewhere, "well, nore than likely they wll be paying
an income tax wherever they decide to nove." She said she
di sagrees with M. MIller that a tax would not be a new revenue
stream+t 1is new revenue to capture sone of the noney that
people take and go live in other areas. She said she raised
three children who got an excellent education, and she hates to
think that future Alaska kids wll not get a quality education.
“I think this is the nost progressive way to spread the burden
and encour age responsi bl e state residency."

6:14: 11 PM

STOSH ANDERSON, Kodi ak, expressed his support for HB 115. The
| egislature and the adnministration has done a very good job in
making cuts to the budget in the last few years, but it is
getting to the point of dimnishing returns for the benefit of
state citizens. He stated support for capping the PFD, even
though that is a regressive tax, in balance with an incone tax,
which is progressive, and would share the burden between the
different classes and user groups of Alaska. He told the
conmmttee that Alaska nust address the subsidies to the oil

SENATE L&C COW TTEE -17- April 25, 2017



conpani es. Everyone needs to pitch in; we need to get our budget
in order. It can only dimnish our bond rating, which puts the
state in a spiral for capital projects and the cost of
gover nnent .

6:15: 23 PM

ADRI ENNE W LBER, Sitka, said she is a commercial fisherman and
has lived in Alaska all her life. She said she is a beneficiary
of state funded public education and Medicaid. She expressed her
support for HB 115, and she would like a conplete fiscal plan,
whi ch includes sone use of permanent fund earnings, enpathetic
cuts to services, and repealing oil industry tax credits. "I am
not thrilled about paying an incone tax, but Al aska is ny hone,
and closing the state budget deficit while continuing to fund
essential services like public schools, health care, and
fisheries managenent is worth it. She said the state financial
distress is tough for legislators, but she encouraged doing what
is right for Al askans and pass HB 115.

6:16: 26 PM

ED GRAY, Sitka, said he opposes this bill. There has not been a
genuine effort to cut governnent, and |awmakers seemto view the
public sector as a funding source for "this over-expensive state
government that we have." He said he does not want to deal wth
a new enforcenent branch to enforce a state tax. He said he has
been a business person in Sitka for about 35 years. He noted
that he has had several businesses, and recently he had sone
damage from nudslides. He is currently "shut down," but he has
been looking to restart in other conmmunities in Southeast. A
state incone tax is just a non-starter for him "I'm just going
to shut it down if it happens.” He noted that he is currently
shut down, and that he is heavily regulated. He is in fishing
and he nmust deal with the Fish and WIldlife Service. He repeated
that he is heavily regulated, and the incone tax is just a non-
starter. "I'mjust going to take my business outside the state."”

CHAI R COSTELLO noted the presence of Representative Reinbol d.

6:18: 58 PM

RICH CARLSON, Juneau, said he is a retired educator and is
agai nst HB 115. The bill has been sold as nodest that will have
little inpact on the majority of Alaskans, but this is not a
nodest bill. It will place an enornous burden on many Al askans

He said it will grow governnment, increase unenploynent, hinder

economc growh, crush snmall businesses, and would drive the
state deeper into a recession. The sheer size of HB 115 shocks
him he said. It is three and a half tinmes the size of |ast
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year's proposal by the Wil ker administration, which would have
rai sed approximately $200 nmillion, and this wll raise about
$700 million. The proponents proudly claim that about 1 percent
of Alaskans will pay about 27 percent of the taxes, he stated

"I find that attitude very disturbed.” Mddle and high-incone
earners wll pay the vast majority of this tax, and that m ght
be good short-term politics, but it wll have a long-term
adverse effect on the econony. Senator Hughes and Senator
Stevens tal ked about people leaving Alaska, and it is a real
possibility, he opined. He said HB 115 wll crush smal

busi nesses due to the regulations that wll undoubtedly cone
from this—ust the idea of trying to collect payroll taxes and
do reports. He noted the threat of an Al aska | RS hanging over
peopl e's heads—that's got to be "disconcerning,"” he said. The

bill seens to ignore the values and spirit of Al aska. He cane to
Al aska because it was a place of opportunity that encouraged and
pronmoted hard work and sacrifice. "That was and still is the

spirit of Alaska," but HB 115 ignores or penalizes that spirit.

6:21: 50 PM
SENATOR STEVENS asked about M. Carlson’s remark regarding the
taxes paid by 1 percent of Al askans.

MR. CARLSON replied that 1 percent of Al askans wll pay 27
percent of the tax.

6:22: 25 PM

CHRI STINE NIEM, Juneau, said her coments represent herself,
her husband, and her grown children, who believe that passing a
conprehensive fiscal plan this session is the top priority, and
HB 115 is conprehensive. Her famly is okay with a pernmanent
fund dividend that ranges between $1,000 and $1,250, as
negoti ated between the House and Senate. In 1983, she was happy
to receive a dividend of $386. Before that, Al askans had no
permanent fund, and it was still a pleasure to be here.
Additionally, she favors a progressive incone tax fair to people
of different incone levels that would capture noney from out - of -
state workers who benefit from Al aska jobs and would provide
br oad- based revenue. Al askans contribute to for-profit conpanies
by buying their products, and "we strongly oppose providing them
with subsidies.” Lastly, she said, she supports adequate funding
for services such as public education, public transportation,
roads and ferries, public safety, public health, and pioneer
honmes, just to nane a few Additional reductions to these
services is not acceptable and is dangerous to the children and
adul ts who depend on them Please support HB 115, she said.
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6: 24: 23 PM

KEVI N SHI PLEY, Kake, said he represents hinself even though he
is the superintendent of a school district. He said he mldly
supports HB 115 as a vehicle to nove forward with a broad-based
plan. He has concerns about the bill, he said, and normally
woul d oppose any form of inconme tax. In another state he |ived
in, he vehenently opposed inconme taxes; however, Al aska does not
have a tax structure set up. In reading HB 115, it is not the
sinple plan that the governor put out that would be easy to
regulate and nonitor through the permanent fund commttee, he
stated. It will create a |arge governnment organization the way
the bill is currently witten. He added that he does not I|ike
the multiple-tiered system that targets and punishes people.
Each Al askan must pay their share; Alaska is the |owest taxed
state in the nation. Governnment has been cut, and he said he

knows it will never be cut enough for sone people, but when you
are the |lowest tax group and your governnent is as small as ours
is, we have to nove forward. The anmount this bill raises is nore

than the gap, he said, and he does not agree with the Senate's
plan to reduce by 5 percent, because there have been cuts, and

school districts will suffer dramatically, and the students wll
suffer. He suggested working on the bill in commttee, "because
we do need a broad-based tax."™ He suggested indexing the
permanent fund on earnings, so people are not double-paying
taxes. This bill mght be the vehicle to start getting a broad-
based t ax.

SENATOR GARDNER asked where M. Shipley is superintendent.
MR. SHI PLEY answer ed Kake.

6:26: 47 PM

BRI AN MCNEI L, Fairbanks, said Alaska already has a personal
income tax. He urged that an accomodati on be nmade for those who
purchase their own health insurance. The proposed tax is based
on one's federal adjusted gross incone, line 37 of IRS form
1040. At the federal level, that has already been reduced by the
cost of health insurance prem uns, but only if a person is self-
enpl oyed, he explained. He said he is referring to line 29 on
form 1040, the self-enployed health insurance deduction. Under
federal law, retirees, those working for enployers, and others
cannot wuse the line 29 adjustnent. At the state level, he
suggests that the adjustnment be available to anyone who buys
their own insurance. This is inportant because of the high cost
of Al aska health insurance, which is about two and a half tines
the average cost for all states. Using 2017 data for ol der
Al askans with incones just above the subsidy cutoffs, he has the
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following exanples of households purchasing the cheapest
avai | abl e nonsnoker health insurance: A single 55-year-old would
pay $15,480 this year, or about 25 percent of the subsidy cutoff
adjusted gross incone. A two-person household, both aged 64,
would pay a total of $41,616 this year, or 51 percent of that
subsidy cutoff incone. He said that a state tax should expand
the adjustnment to include anyone who buys their own health
insurance. |If the bill goes through, then Al aska should have
some accommodation for people who have to pay their own health
i nsurance. For older people, it can be as high as 50 percent of
their income, and as the bill is witten, there is no
accomodation for that unless the person is self-enployed. The
subsidy cutoff is about $81,000 for two people, so even though
they m ght have the sane inconme, 50 percent of that is going to
the very mnimm health insurance plan, which is the cheapest
policy available. There is a credit for the self-enployed,
because the cost of health insurance cones off prior to the
adjusted gross inconme, and it doesn't for anybody else. So, an
income tax should address that. "I know we have to pay for the
cost of governnent sonehow, " he concl uded.

6: 30: 39 PM

JI M CHEYDLEUR, Fairbanks, said he is a parent and a husband. H's
children have gone through public schools, where he has seen
some degradation, and he is seeing lots of cuts at the
University of Alaska in Fairbanks. He expressed his deep concern
that Al aska develop a conprehensive plan that does not just
address this year's problens. He said HB 115 is part of the
plan. Although it may need sone fine-tuning, he supports the
bill. "W need to go back to recognizing that governnent does
cost people noney." People have differing abilities to pay for
it, and an incone tax is progressive and is one of the places to
go. He supports sone nodifications in the permanent fund, while
trying not to hit people for whom the dividend is significant.
"I urge you to support this. Fine-tune it if need be, but this
shoul d not be taken off the table." He said it is part of the
big picture, as well as adjustnments to the credits being paid to
the oil conpanies and nodifications to the PFD

6: 32: 23 PM

JEAN JAMES, Fairbanks, said she is retired and has many famly
menbers in Alaska. She supports HB 115 and absolutely agrees
with the previous speaker. For the good of Alaska and its
communities, she strongly supports broad-based taxes. She said a
sales tax woul d be regressive. The chanber of commrerce says that
wi thout an incone tax, the state would still have $15 billion in
savings beyond what is in the permanent fund, but fiscal
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prudence requires rmintaining a savinhgs account, cutting
expenses, and increasing revenue. She noted that significant
cuts have already been made to governnent, schools, and the
university, which have reduced state spending but also reduced
enpl oynent. "W have had enough cuts, except maybe sone of the
tax credits, legislative per diem and travel expenses." The
next step, she added, is to increase our revenue, and an incone
tax is easiest and fairest, and it addresses sone of the
concerns that have been talked about wth people not having
enough noney to do things. Al aska had an income tax and a school
tax before the pipeline, and there were excellent schools, the
university, and nusic/arts prograns, and "we need to do it now,
we need to have an income tax." Unlike what M. MIller stated,
the income tax would bring in about $80 million from out-of-
state workers. She said there are plenty of them Al aska has, by
far, the lowest taxes in the country, and adding an incone tax
woul d nmake it the second |owest. She noted that Al aska al so has
the largest state |andmass with corresponding issues. She urged
caution while conparing per capita costs with other states and
not conpare apples wth oranges. "Pass a conprehensive tax this
year and be statesnmen and stateswonen and support HB 115," she
concl uded.

6:34:47 PM

MARK JOHNSON, Anchorage, said he is retired and is not
representing any group. He said he has been in Alaska for 44
years and intends to stay. He has witnessed growh in the state,
sone of it good, but who can forget the Delta barley project,
the Valdez grain terminal, the Pt. MKenzie dairy project, the
fish plant, and others? They were all funded with oil noney by
the | egislature under pressure from various | obbyist groups, and
all failed to neet even m ni mum expectations. Including the half
mllion dollars given to TransCanada, the |egislature has spent
well over a billion dollars on a gasline that has never
mat eri ali zed. Way not? Because, he said, it is not economcally
feasible. Ol revenues have declined, but this was predicted 40
years ago. Proposing an incone tax is the result of a self-
created crisis, he stated. Did legislators prepare for the
decline in production that everyone knew would happen wth just

a nodicum of restraint? he asked. No, they did not. In fact,
over the past ten years, they increased the operation budget by
over 100 percent in the full light of declining oil production

"W have the nmechanisns to bridge this decline in revenue;, we
created that nechanism 40 years ago, and we called it the
permanent fund," he said. The budget can be reduced while the
state draws from the over $13 billion in the constitutional
budget reserve (CBR) and the permanent fund earnings reserve
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Reducing the budget w Il cause hardship, he said, but limting
state prograns wll help find new cost-effective ways to
acconplish the required services. Hardship is the catalyst for
i nnovation, and the state needs to focus on the future and not
just the next election. "W need strong | eadership—sonething
that has been lacking for the last ten years." He said he does
not agree wth inplenmenting an inconme tax; Alaska has the
hi ghest cost of living in the country, and a tax will add to
that. He also questioned if the legislature is trustworthy with
regard to future tax rates since they have adjusted tax rates on
industry nearly every session. Taxes grow government, and they
woul d harm our econony at a tine when Al aska needs to work its
way out of the recession, he opined. He said Al askans wll
remenber any heroic or any reckless attenpts to solve these
probl ems. He urged the rejection of any incone tax.

6: 38: 14 PM

W LLI AM HARRI NGTON, Anchorage, said he is retired from private
enpl oynent, but he is on social security, which is the opposite
of a public enployee who volunteers to pay an incone tax to stay
enpl oyed. "All of this nodeling is just speculation,” he stated.
The cards are marked and the deck is stacked against his group
of wage earners. He said he was at his famly's beach house when
his dad grilled a "nean London broil." "The | adies" chatted over
after-dinner drinks, and his aunt discussed the problens of
heal th, investnment, and unenpl oynent of her brother and wondered
what they could do. Hi's grandnother crossed her arns and said

"He got the sanme as wus." Through frugality, and downright
cheapness, his aunts are well off, he said, but his uncle lives
in a one-bedroom apartnent next to a freeway in Seattle. As M.
Harrington's nother said, "you nmade your bed, now lie in it."
There's been 40 years of oil taxes and 40 years of uncontrolled
spending. In Juneau, a $250,000 playground [burned], and he
guestioned if that screans excessive privilege and spending.
“"And how about that grain silo in Delta?" He said he
congratul ates the Senate on its position, but both sides are
wavi ng a flag saying, "I want what's best for Al aska!"

6: 40: 1b8 PM

SARAH DAVI ES, Anchorage, said she is representing herself and
that she is a teacher. The ideas that nourish the expansion of
the self are created in our honmes and are explored in classroons
of diverse settings. She said that she has taught for seven
years in Alaska and has watched a continued divestnent from
those classroons and admnistrations that advocate for the
teachers and students incubating inside them Looking around
today, she said, she cannot help but notice an education system

SENATE L&C COW TTEE -23- April 25, 2017



and its conposite human parts in postures of poverty and fearful
uncertainty, when we nost desperately need postures of
possibility, chanpionship, and advancenent. She stated that
wi thout investnent, Alaska will stand witness to the continued
mal nouri shnment of the social, physical, nental, and economc
health of its own communities. "W are on a grow ng edge today;
it is normal to not know what to do or where to go," she said.
It is normal to feel confused, frustrated, anxious, and tired,
and these are the indicators (unclear) on the right side of this
profoundly noble fight to pronote an enriched education for
students of all ages, she opined. Far too many of Al askans have
wat ched too many [students] walk out of this state seeking the
education they know they are entitled to but can't find here
She urged taking action that prioritizes personal and commerci al

investment in education. "I am wlling to offer ny own tax
dollars in support of this bill," she concl uded.
6:42: 06 PM

JANET MCCABE, Anchorage, said she supports a progressive incone
tax. It is essential to Alaska's future to both approve a draw
from the permanent fund earnings reserve account and an incone
tax this session, as a package. To be realistic, once the state
starts drawing funds for state operations from the earnings
reserve, it will be even less inclined to inpose an inconme tax
to cover fiscal needs. The results, she added, would be
increases in withdrawals from the earnings reserve in future
years, and, upon exhausting the reserve, the PFD would be

canceled, and eventually the corpus of the fund wll be
endangered. Alaska will be nuch poorer, and then an inconme tax
will come back, she surmised. She urged the commttee to
consider the full scope of Governor Hammond's vision, which

included a state inconme tax to provide enough funding in the
future so that legislators are not tenpted to bal ance the budget
by increasing the draw. The cuts that have been proposed instead
of an incone tax would nean the |oss of 700 teaching jobs. The
ripple effects on the econony would be felt statew de, she
offered. These cuts are the sort of actions that can tip the
bal ance of throwing a recession into a major econom c downturn

She said that there are plenty of people here to rem nd us of
the benefits of quality schools and universities. Al aska needs a
conpl ete revenue package to assure Al aska's prosperity that was
identified by Governor Hammond 40 years ago: using the permanent
fund earnings for state services and a state inconme tax. "W
need them both, this session, in one package," she stated.

6:44: 43 PM
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HELEN N ENHUESER, Anchorage, said she has been an Al aska
resident since 1959 and strongly supports HB 115. It s
essential for solving the deficit. She supports the income tax
along with the House revision of SB 26. The bills are
conplinmentary, she said, and the state needs both. The incone
tax won't solve the problem by itself, but it is an essential
part of stabilizing Alaska' s finances. She noted that it has
been a great while since oil started flowng through the
pi peline, and Alaska has done a lot of good things wth the
nmoney—as well as sone wasteful boondoggles—but it is not stable
as denonstrated by Alaska's present deficit. She pointed out
that everybody else in this country either pays an incone tax or
a statewide sales tax, "so don't believe this stuff about people
having to leave the state.” An incone tax is better because it
affects those nobst able to pay the nobst, she said, and it
counters the effect of «cutting the dividend, which is a
necessary part of restructuring the permanent fund but inpacts
those at the bottom of the income scale the nobst. She and her
husband are both retired from government jobs. "W are not
weal thy but believe that a tax is the fairest way to suppl enment
permanent fund earnings.” She said they may travel less or wait
| onger to buy a new car, but they support the income tax, not

only because it's fair but because they have three
granddaughters who live in Alaska and love it. They are in
college now and wll soon be deciding what they wll do and
where they will live. They want to live here, but there nust be
jobs. She noted that there will not be jobs if the legislature

doesn’t solve the fiscal problens this year. "These young wonen
and those like them are essential to the future of Al aska." She
said education is also critical to the future of Al aska, and
paying incone tax to avoid cutting education is sonething that
many, many Alaskans are wlling to do. She added that she
opposes proposed cuts as there have already been deep cuts,
including cutting the job of one of her sons. "W should
continue to ook for smart cuts, but | fear for what Alaska life
will be like if the |legislature makes nuch deeper, broad,
untargeted cuts."”

CHAI R COSTELLO thanked Ms. Nienhueser and said that the state
constitution does not allow for a dedicated fund, so HB 115
represents an incone tax that will go to the general fund.

6:47: 58 PM

SARAH MCCABE, Anchorage, stated that she is in favor of HB 115.
From what she has heard about the budget deficit, a single
strategy will not work to fund Al aska beyond the next few years.
There needs to be several sources of revenue. The proposed
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income tax is progressive and reasonable, and it would tax out-
of -state workers who use services and facilities in Al aska,
i ncluding roads, state troopers, parks, governnent services, and
our carefully managed fishery. Sone people say that the incone
tax wll discourage people from noving to Alaska or staying
here. She disagreed and said that several years ago she noved to
Texas, another state wthout an inconme tax, and she was
astoni shed how inexpensive housing and other necessities were

but still she chose to return to Al aska. She said many of her
nei ghbors have decided to retire here, because there are many
reasons to stay or |eave besides the cost of living, |I|ike

friends, career opportunities, climate, activities, and thriving
communities. She said she supports the inconme tax because
Al askans nust choose to pay for services that make Alaska a
wonderful place to live and for the sake of one another. She
requested passing HB 115 as part of a coordinated package of
revenue, (unclear), and expense reduction.

6: 50: 15 PM

SHANNA ZUSPAN, Anchorage, said HB 115 is a critical part of
enacting a fiscal plan to renove Al aska's econom c uncertainty.
She supports an inconme tax because of education, economcs, and
personal responsibility. She was born and raised in Al aska and
is a product of the Anchorage school district, which prepared

her for a successful career. Her and her husband Ilive in
Anchorage to give their children the same opportunity, she
expl ai ned. "Qur schools are our future,"” she added, and "I want

conpetitive conpensation for our teachers." Econom cally, Al aska
can't keep going like this. As a part owner of a small business,
she needs a stable econom c foundation. Her business enploys 15

professional staff. It exports its services to comunities in
the Lower 48 and reinvests its profits here in Anchorage. The
busi ness pays well, she noted, and it offers excellent benefits.

Last year was a good year for her business, but she has not
hired anyone new because of wuncertainty on what to base its
grom h forecast on. A business association told the conmmttee
that small businesses do not support an inconme tax; that's not

true for her. "W want to grow, but we need to know that a
conprehensive fiscal solution is in the works," she stated. A
tax is also about per sonal responsibility and personal

commitnment to a better Al aska. She said she spends her work days
hel ping communities, and the work helps make Alaska a better
pl ace. She does not spend nuch time in direct political
advocacy, she added, but she is here tonight because it is a
pi votal nonent for Alaska. "W have to accept our personal
responsibility to each other and to Al aska,"” she added, and that
is why she supports HB 115.
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6:52: 58 PM

CHRIS BECK, Anchorage, said he is a founding partner of a
successful snall business based in Anchorage, and it has grown
from two to 25 people in the last 15 years. His business
provi des consulting services to other small businesses, Native
organi zations, |ocal governnments, and devel opers. He said he is
on the front lines of where cuts to governnent are affecting
peopl e. Al aska must have a fair inconme tax, and HB 115 is a good
place to start. He said he strongly believes that continuing
cuts to governnent are directly harmng Al aska's economc
heal th. Exanples include education and transportation. Another
is the Alaska tourismindustry. Tourism brings alnost $2 billion
each year and supports one in eight Alaska jobs. The last three
years the state tourism and marketing budget was chopped from
around $17 nmillion to $5 mllion, and, "now we're not only the
49th state to enter the union, we're the 49th state in tourism
mar keting." Wien other states outspend Alaska and get the
custoners, Alaska |oses the possibility to sustain what we have
or to grow. This proposed tax would bring in about $80 nillion
of new noney from people who work here but |ive elsewhere, but
adjustnments in the permanent fund just nove around noney that
starts in Alaska. He said he thinks Al aska has drifted away from
its values and spirit—the things that we like to pride ourselves
on. "So many of us tal k about being self-sufficient, being self-
reliant, paying for what we use, but we don't actually do that
in Alaska.” He said it is time to get back to those values and
pay a reasonable share of the services that we enjoy.

6: 55: 35 PM

ANDY HOLLEMAN, Anchorage, said he is newly elected to the
Anchorage school district board, but he is speaking on his own
behalf and is in favor of HB 115. For years Al askans have faced
annual wuncertainty about when the final budget wll happen and
what will be init. It may be what we're used to, but it is very
destructive and very expensive, he stated. A lot of effort is
spent revising budgets, and the uncertainty nakes retention of
tal ented people very difficult. You need revenues that vary with
popul ation growh and wth economc activity, which wll bring
some predictability and the ability to nmanage the state
efficiently. The outflow of dollars in the form of federal taxes

w Il be reduced, he stated. There are no econom cally successfu
states that don't provide good services to citizens, good
schools, good public safety organization. "W have to grow

val ue; we cannot hoard or cut our way to prosperity.” He urged
the commttee to provide the state with a sustainabl e budget by
i mpl ementing this incone tax.
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6: 56: 45 PM

GREGORY ANDERSON, Wasilla, said he is just representing hinself
and is against HB 115. The |egislature has spent Alaska' s wealth
i ke a drunken sailor for many years, and as soon as there is a
downturn, legislators try to seize the opportunity to institute
new taxes. An incone tax wll penalize productive people and
create a bureaucracy with new costs, he concl uded.

6:57:45 PM

HERVAN MORGAN, Aniak, said he is from rural Al aska and would
like to provide the rural perspective on the budget and how it
is being handled. [An income tax] is not a good idea at this
time, but any other tinme it would be the perfect solution.
Cutting the permanent fund was like a flat tax, and an incomne
tax would have been good. People l|ook for righteousness and
honesty in governnment, but it seens like it is wong to cut the
permanent fund. In Aniak, the cuts took away $550,000. That
nmoney could have been spent locally, and the state could get
sonme of it back in incone tax. The governor, before he ran, said
he woul dn't touch our pernmanent fund. People |like Bob Herron in
the legislature told people to be happy for what you get and
that they didn't take it all. It is like telling us that "we
have to spend your permanent fund noney, so we can save it for
you." This doesn’t nake sense. In the scripture it says, "He who
oppresses the poor insult their maker, but he who honors him has
nmercy on the needy. Righteousness exalts a nation, but sin is a

reproach to any people.” People are poor in Alaska, and by
taking away their permanent fund like that, it (unclear) buy
things for your kids or store for the winter or things Ilike
that. He said he would support an inconme tax bill, but only

after restoring the PFD. That would be a big boost to Al aska's
econony. Be honest with the people you represent, because when
this is all over, our naker wll (unclear) sonebody poor,
destitute, or hungry. If you didn't help them (unclear), that's
what the bible says. Don't put another burden on us with an
income tax; restore the permanent fund first, and then do
sonething to make the people who cone here pay for their
services, like the fire departnent and roads. A lot of people
who couldn't afford to pay, they would not have to pay an incone
tax. Don't send Al aska further down this road of destruction.

7:01:56 PM

DAVE PALMQI ST, Anchorage, said he is a veteran and a third
generation Al askan. He stated that he is opposed to HB 115,
because Al aska al ready has a high cost of living. Even if one of
the end results was to grab some of the noney from people who
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work here and |leave the state, the cost would outweigh the
benefit. He knows people who own small businesses and sees their
struggles every day. He added that the legislature has
frivolously spent a lot of his noney, and the bottom line is
that there has to be deep cuts. "W need to stop this frivol ous
spending immediately,” he said. Services cost noney, and he
works hard for his noney, and he doesn't want to foot the bil

for people being frivolous. If this tax is inplenmented, people

will |eave the state, but not as nuch as when people left when
the pipeline was conpleted. It will further harmthe econony.
7:04: 04 PM

CGECRCE PIERCE, Kasilof, Alaska, said he is representing hinself
and that it will be hard to beat Wllianms testinony. The Senate
does not want an incone tax since Alaska is in a recession.
"Well, we're in the sanme recession and you took the people's

PFD, and that didn't bother you," he stated. An incone tax would
capture the last revenue of about 20 percent of nonresident
enpl oyees who don't contribute to Alaska's inconme tax, and
that's called lost revenue to the state, he explained. It's
revenue Al aska needs to survive the so-called recession, not to
mention it is in a deficit. He said the |egislature should pass
an incone tax and then cone back and capture all the |ost
revenue from the nmany exenptions we give to nonprofits, S
corporations, and LLCs. A survey showed 64 percent of voters
said to keep the PFD intact and collect incone taxes or a sales
tax to pay for governnent services. An incone tax mnekes nore
sense, as it brings in nore revenue to a badly needed budget.
Every anal yst and expert told the comrttee what to do to solve
this problem "but you never listen to this sound advice," he
stated. Listen to the voters—not special interests—and vote yes
on the incone tax. Repeal these oil tax credits, he said,
because that is a big problem He remnded the commttee that
Alaska will owe the oil conpanies $1 billion next year, "thanks
to you." A previous caller said that 21 percent of Al askans wl|
feel the effect of the incone tax, but he forgot to nention that
was on a $75,000 income, "so do your job, represent the
Al askans, and yes to an incone tax."

7:06: 48 PM

SUSAN OPALKA, G rdwood, said she strongly supports an incone
tax. O her have stated how she feels, she said, and the tax wll
capture noney that goes out of the state from people who are not
taxed. "I strongly support an incone tax."

7:07:25 PM
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JASON JONES, Palner, thanked god for conservative Republicans
for holding the ground on state spending and taxes. "Qur biggest
problem in Alaska is our tax-and-spend governor and House
liberals.” He said the schools can get all the noney on the face
of this earth, and they still would be crying for nore. The kids
woul d get a better education if the schools were privatized, he
added. Most educators are liberals, so don't worry about their
pathetic votes. No inconme tax, no fuel tax, fully restore our
PFD, he said.

7:08:18 PM

TRI SH MCDOUGALL, Houston, Al aska, said her famly is in Al aska,
and her daughter was born here and owns a small business. She
told the commttee that she has a conbined know edge of pretty
much nost of the issues that have been brought up, because her
son-in-law works in the oil industry, her husband works in the
auto industry, her sister works for a nonprofit, and she works
in the health care industry. Because of the recession, she does
not support HB 115. Personal responsibility "is not the
justification here," she said. This is the responsibility of
elected officials to nmanage over-spending. She told the
conmttee to "look in your own house fromthe top down, and then
come to us with an actual plan that is fiscally responsible
across the board equal for all Alaskans.” She stated that she

does not support anything in the bill, whatsoever. It will break
t he backbone of working Al askans regardl ess of how nmuch goes out
of the state. "I don't think that wll offset what we are

| ooking at as far as our deficit right now," she concl uded.

7:10: 36 PM

RONALD ALLEN, Skwentna, said he and his wfe live in the
wi | derness and have a small farm and a very |low incone. He said
he is a retired naval officer and a Viet Nam veteran. He said he
is against the incone tax in HB 115. From what he can figure
there are 735,000 residents and only about 135,000 are working.
He gets social security, a pension, and a little bit of
(unclear). President Franklin Roosevelt created a program for
the baby boonmers, and he said he wanted to provide social
security, so people could have pride and dignity in their senior
years. He said he went on social security in 2010 and sold
everything he had and noved to Skwentna, because both he and his
wife lost their jobs. "W've been struggling, but if you have to
take mnmy social security away as a Viet Nam veteran, it's
di sgraceful ," he said, but he still has his pride and dignity.
He stated that he farned with his grandfather in Indiana, and
that is what he and his wife are trying to do in Alaska. He
built a 50-foot high tunnel, and they are grow ng vegetables and
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raising a few aninmals. He doesn't see how an incone tax is going
to work. "I'm not sure what it is, but | have an idea, and you
probably don't want to hear it." He asked everyone to think
about the people who are struggling. He said he is trying to
hel p people with his garden and his turkeys, but it is not easy.

7:14:21 PM

M KE COONS, Palnmer, said he is speaking for hinmself and said
progress equals socialism and an incone tax is socialism He
cal cul ated what his tax would be. For himand his wife it would
be $954, but each nmight get $1,250 from the PFD. |f they both
are not given a PFD, that wll cost them $3,454. They are on
fixed incones and will have to set aside $79 per nonth to pay
their tax. He would set aside $90, and that is $90 that Wl mart,
Lowes, and gas stations will not get. That is $90 not going into
busi nesses and w Il cause the |oss of enployees. That neans no
flights to go see his nmom which costs $600, and at | east
another two years to save for a new ATV [all-terrain vehicle],
whi ch costs about $20,000. Testinobny today stated that 16 nore
state workers offset the 74 state workers that have been pink
slipped. Regulations will be about 200 pages. The president and
Congress are cutting taxes, he opined. Progressives want to add
200 pages of regulations to support government; hell no.

CHAI R COSTELLO noted that over 150 Alaskans are waiting to
testify, and she urged witnesses to be brief.

7:17:10 PM

RICH YOUNG Eagle River, suggested putting enotions aside and
| ooking at facts and science. Science says any increase in taxes
reduces growth. One percentage point cut in personal incone tax
rai ses the GDP [gross donestic product] by 1.4 percent. He noted
a website that shows studies supporting that. There is a
recession, and the testifier before him said that he wll have
to wait to buy a new SUV [sport utility vehicle] or an ATV or to
spend $100 at Lowes. He said that wll affect the Anchorage
econony imediately. "You want to take $300 mllion of the
permanent fund away from the econony, and then you' re gonna take
$600 mllion, because |I'm going to give you (unclear) of new
noney, and you want to take that out of the econony—$900 mllion
out of the econony of the state of Alaska per year, and you
don't see that that's going to cause a recession?" Unenpl oynent
and people leaving the state to find work-he doesn't understand
how t hat science is good for Al aska.

7:18:43 PM
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ROSELYNN CACY, Anchorage, said that the pernmanent fund versus

the inconme tax divides Al askans by incone. "If | nake |ess than
$1, 000 per pay period, the permanent fund dividend is inportant
and significant to nme," she noted, "especially if | have
children.” If her income was doubled or tripled or ten tines

that anmount, the dividend beconmes nuch less inportant and an
i ncome tax becones nore inportant. The progressive tax structure
does the sane. She suggested renoving the section where sone pay
no tax. It is an illusion. This group already gave up nore than
this anmpunt in the PFD reduction, she said. There are two
natural places to increase a wage w thholding. The first is a
hal f percent increase when the state unenploynent withhol ding

ends, she stated, "currently 198.50 of tax sonewhere under
$40,000." The second is a "6.2 percent that individuals stop
paying in social security tax, about 118,000." If a 5 percent

tax were withheld at this point, a |ot of wage earners wouldn't
even notice. On line 13, page 1, and lines 1-20 on page 2 of the
bill, if taxable incone is under $40,000, the tax would be 2
percent of the anmpunt. If the taxable incone is between $40, 000
and $120,000, the tax would be $800 plus 2.5 percent of the
amount over $40,000, and if the taxable incone is over $120, 000,
the tax would be $2,000 plus 5 percent of the anount over
$120,000. "Let's make it painless,” she concl uded.

7:21:14 PM

BRI NNA WOITALEW CZ, Anchorage, said she is a mddle-schoo

speci al education teacher and currently serving as the president
of the Anchorage Education Association. She thanked the
conmittee and noted that since 2014, Alaska's fiscal crisis and
the uncertainty for school districts has had an adverse inpact
on students and their Jlearning. For the last three years,
students have been watching as their class size gets bigger and
services reduced. "That's why |I|I'm asking you to pass a
conprehensive fiscal plan that includes a broad-based revenue
nmeasure like HB 115." No educators in Anchorage have received
pink slips yet, she stated, but Anchorage has |ost over 100
positions. She said she has fielded calls and emails in the past
couple of weeks from those who are distressed from being
di splaced from their buildings, and this is what happens when
positions are cut. Sone of these staff nenbers have been in the
same building for years, she explained. It is detrinmental and
di sruptive to a classroom and it is happening now wthout the
nmonunmental cuts in the Senate proposal. "W cannot cut our way
out of the state fiscal crisis," she stated. She urged passage
of HB 115. She said she is gravely concerned about Al aska's
children; they need a strong nessage that they are cared about
and val ued.
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7:23:13 PM

ORI N SEYBERT, Anchorage, said he is speaking for hinself, "but
nyself also includes nmy seven kids, 18 grandkids, and 30-sone
great grandchildren, and even a couple of great-greats. He urged
support of HB 115. For those people who have a knee-jerk
opposition to an incone tax, he asked themto read the bill and
see how nuch it has changed in the last nonth or tw. It is
easier and easier on the |owincome people; the dividend is
exenpt; there's a $4,000 exenption; and it derives the nost
nmoney from the high-incone people, of which a lot of his famly
are. He added that the tax will bring in revenue from people
making our noney and taking it back outside. Don't let the
Senate hierarchy, particularly the finance conmttee, continue
the draconian cuts, which are only making things wirse. He said
SB 26 is a good start and he supports it, but saying there wll
be future cuts, though they don't know where, and the bal ance
can be made up with the CBR+that's our savings. To depend on the

CBR to fill the gap is like homeowners burning their furniture
to keep the house warm for another night. "Please support this
bill," he concl uded.

7:25:35 PM

JANA PEI RCE, Fairbanks, said she is speaking for herself and for
her husband. Like many Al askans, they support an incone tax
along with a disciplined use of permanent fund earnings and oi
tax credit reform as a bal anced approach for solving the fisca
crisis. "I don't understand why people think we shouldn't have
to pay anything for the governnent services we use." She said
she thinks it is irresponsible to encourage this thinking by
continuing to spread the fairy tale that there is enough waste
in governnment that after two years of deep cuts, Alaska can cut
its way out of this without eating away at the quality of life
in Alaska. There is not $2.9 billion in waste; if there were,
the Senate mpjority would not be proposing deep cuts to K-12
education, the university, and even pioneer hones with no plan
for where those seniors would go. Even with those cuts, the
Senate mjority's plan doesn't <close the fiscal gap, she
expl ained. The incone tax that has been proposed, she added, is
nodest and would be a very snmall price to pay for the privilege
of living in this beautiful and culturally rich state. Severa
have warned that sone people would |eave the state because they
don't want to pay for the government services they use. That
woul d be their choice, she said, but she expressed nore concern
for the people who will be forced to leave if they lose their
jobs to the economic inpact of continued deep and reckless
budget cuts.
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7.27:24 PM

MARYLEE GUTHRIE, Fairbanks, said she has been in Al aska |ong
enough to enjoy the full conplenent of dividends and to enjoy
the even larger financial benefit to ny famly of the (unclear)
provi ded by the petroleum industry, and she supports HB 115 or
an inproved version. After follow ng state budgets and revenues
closely for many years, she sees that the alternative, the
Senate mpjority plan, is to downsize Alaska by downsizing its
fiscal capital, human capital, and infrastructure, which is
downsi zing the future, she said. Public capital is a uniquely
Al askan legacy, and it is a uniquely Al aska need. "W're kind of
Ii ke Lake Wb begon, where all the kids are above average." She
noted that all the costs as a state are way above average, the
tax base wthout petroleum is way below average, and the
i nvestnment reserves are crucial to Alaska's future. The prem se
is that a ot of people are neeting this huge anmbition in Al aska
where surely governnent can be cut another 20 percent w thout
serious harm surely, we have enough savings that we can
i qui date sonme of our capital, and surely the future wll refill
those coffers. "Those premses are wunsound and fiscally
reckl ess," she stated.

7:29:21 PM

Bl LL WARREN, Ni kiski, said he is a 66-year resident and retired
from the pipefitters local 357. Al aska has been very good to
him and he favors HB 115. The head tax on the PFD is a tax on
babi es through seniors, he added, and it is terrible. There is a
$3 billion budget crisis that needs to be fixed. Al aska needs a
state incone tax, because the two taxes would tax the |ow and
hi gh-incone citizens and the state would receive $85 nillion
from nonresident workers. In other words, "you would tax the
poor folks and the fat cats and the people in between—+t would
be fair." He added that w thout bal ancing the budget this year
the legislature wll instill fear and uncertainty anong
Al askans, resulting in very high anger.

7:30: 39 PM

DAVI D BRI GHTON, Kenai, said he is the father of three students
and is a special education teacher and president of Kenai
Peni nsul a Education Association. He thanked the committee and
encouraged nenbers to pass HB 115. It is controversial, and no
one |like taxes, but Alaska is the only state that has neither an
income or a sales tax. "I enjoyed the days when oil revenue paid
for services that we all enjoy,"” but it is nowtime to act. Sone
senators have said that they prefer the sales tax over an incone
tax, but there is no sales tax bill, and the legislature has
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taken too long to address the budget deficit, he cautioned. He
congratulated it for cutting the budget; the reductions were
substantial and an inportant step. Wile sensible reductions and
ef ficiencies should be sought, the big cost savings have been
found, and Alaska needs to increase its revenue and diversify
it. He said he supports the POW |[percent of market value] as a
big step in the right direction, and he has enjoyed the years
that he got a dividend, but "we can't afford them and $1, 000
per year is enough." He said he does not want further reductions
in services. A b-percent cut in schools would affect his
children's education, as the Kenai school district would be
forced to cut 50 teachers—ever 8 percent of current staff. It
would force the board to consider cutting programs or
drastically increasing class size, and that would harm the
education of the children. "My youngest son will never have a
second chance at second grade,"” he stated. Get it right the
first time by fully funding the budget for K-12.

7:32:50 PM

RACHEL NEUENDORF, Sol dotna, said she testified |ast year against
an incone tax and still opposes the burden of a tax on working
peopl e. She asked how much it will cost to inplenent a tax. It
will create another inefficient bureaucracy and nakes no sense,
she stated. She has not heard how nmuch it will cost, but adding
nore governnent is never the answer to a budget deficit. "If you

really want to stifle the already struggling econony, then add
this inconme tax," she opined. People would |eave. Wy stay in
this state with a high cost of living, high unenploynent, and an
i ncome tax? How can you ask people to live on less? She said to
continue to make cuts. "Let nme be very clear; they need to be
dramatic,"” she said. It is crazy that Al aska is asking Al askans
to do with less but can't seem to make tough choices. She told
the legislature to have the courage to cut all progranms not
guaranteed by the Alaska Constitution. The constitution
guar antees public education, safety, and welfare, and this broad
definition has allowed for Alaska to be a social welfare state,
and the state cannot afford it. It is time to assess the need
and funding of prograns. "If you must take noney, then continue
to consider the PFD |like you have." She said she is tired of
hearing that Alaska has the lowest tax burden in the country
while it has the entitlenent of the PFD. All Alaskans should
have to shoulder the responsibility to fund the government. She
told the comrittee to consider taxing nonresidents and tourists
as a start, but don't ask for noney from working Al askans.

7:34:49 PM
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FRED STURMAN, Kenai, said he is against this tax. Kenai city
said that it was "$500,000 short of sales tax," and that is
approximately $20 mllion that was not spent in the city limts
this last year. He said he spoke with a business owner who cut
his work force by 20 percent. He didn't lay anybody off but put
them on four-day work weeks, a good policy to consider for
gover nment enpl oyees. He spoke with another man in Kenai who cut
his force by 20 percent, and as soon as the sumer is over, he
woul d cut another 10 to 12 percent. He said he tal ked to soneone
who was packing up to |l eave as soon as school was out, and her
husband has already left to find a job. They have seven kids and
are going to be leaving. "And you tal k about taxing the out-of-
state people; we just lost 9,000 jobs on the North Slope,” he
said, and "half of them people |lived outside, or nore." He noted
that 60 percent of the people on the Slope live outside, and
they got laid off too. It wasn't just Alaskans that got laid
off, he explained. He said to cut taxes, "and | don't think you
should consider giving another 3.5 percent raise to the
enpl oyees this year, and nake them pay their own health care.”

CHAI R COSTELLO noted that there are many who are waiting to
speak, and sone have already left. She said that people can
provide witten testinony.

7:37: 05 PM

M CHAEL |LLG Homer, said he supports HB 115, synbolically, the
"education funding act.” The tax is about the future of Al aska
and putting kids first. "W need this income tax to pay for

education,” he said. He said Al aska cannot just focus on what is
happening inside the classroom but the roles of schools go
beyond standardized tests. It is nore about the relationships,
the people they connect with, he stated, and the opportunity for
betternment. To continue to kick the can down the road with |ess
money for schools is going to be a hardship for many famlies

"We're talking hardship for children; we sinply cannot afford
not to inplement this tax," he added. He -encouraged the
committee to | ook at public education from a different point of
view, rise above party affiliation, and ask thensel ves what they
believe is the best thing for the kids and the future of Al aska.
"Look at public education as a public safety issue," he urged

The better kids are in the classroom the better they will be as
Al askans, he concl uded.

7:39: 30 PM

KATE FINN, Anchor Point, said she agrees wth the previous
speaker to focus on education. There is no dedicated fund, but
this is an education tax. She said she just returned from China
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where there is a 95 percent literacy rate. The United States has

86 percent literacy, with 32 mllion people who cannot read, she
reported. The Literacy Council of Al aska reports that 43 percent
of the lowest literacy people live in total poverty, and 17

percent receive food stanps, and 70 percent have no jobs or only
part-tinme jobs. There is nothing nore critical than the
education of Alaska's children, she opined. Russia has 99.9
percent literacy; Cuba has 99.8 percent literacy. "Wat are we
doi ng when we don't focus our attention on education?" Education
is not Socialism it is just socially responsible, she added
She urged passing HB 115, capping the PFD at $1,000 or $1, 200,
and repealing gas tax credits—all in the name of balancing the
budget, which nust be done now.

7:41: 46 PM
DUANE CHRI STENSEN, Anchor Point, noted that he is either in an
alien universe or still in Anchor Point. He said he is opposed

to HB 115, and he has heard the same argunents about education
every year. He has lived in Anchor Point from the tinme when
Al aska wasn’t a state to the tine it did not have an incone tax.
Last year, 9,100 jobs were lost, and the projection is 12,000
this year. The projected inconme from the tax at $8 mllion is
not going to balance the budget, "so you're going to have to
| ook el sewhere anyway." He said he has not heard anything about
cutting this stupid boondoggle gasline project, which is not
going to go anywhere. It doesn't pencil out, he explained, and
it has never penciled out. He received a letter from "one of you
senators,"” and the context of the letter was |udicrous, claimng
that this is sustainable, "and it is not." He has been trying to
work his way to retirenment for years, "and if this goes through

then that just shoots that in the foot." He encouraged senators
to stand ground. Governnent doesn't create wealth. The senators
are the thin line against tearing apart the future, he said.

7:44: 08 PM

DAN BOONE, Honer, said Al aska needs to broaden its tax base so
everyone has skin in the gane. Everyone appreciates well-
functioning and efficient governnent, good schools, public
safety, and well-maintained roads. W just don't |ike paying for
it. Not paying, he said, has worked for nearly 40 years, but now
we nust start bearing part of that burden. First, he said,
Al aska needs to revise oil taxes so that there is a positive
cash flow from every barrel of oil that flows down the pipeline.
Second, there needs to be a cap on the PFD;, $1,200 is a little
nore than the historic average and is a nice $100 per nonth.
Third, Alaska should inplement a statewi de income tax, and the
easiest neans would be a snmall percentage of one's federal
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income tax. That would capture noney from those who earn an
income in Alaska but choose to |live outside and, consequently,
don't spend much of their inconme here. He suggested a few smal
adj ust ments, such as increasing fuel taxes and changing senior
exenptions, such as free auto and hunting licenses. He noted
that he is a senior and would be inpacted. None of this tax
restructuring is particularly pleasant, he pointed out, but it
is absolutely necessary for the long-term fiscal stability of
the state. He urged the conmttee to pass HB 115.

7.45: 47 PM

CLYDE BOYER JR., Homer, said he represents hinself and his wfe,
Vivian. He is a retired certified public accountant and had a
small business and saw no real problens suffered by small
business clients during the tine that Alaska had a state incone
tax. He said he is in favor of an Al askan inconme tax to fund the
i nportant services provided by the state. "Qur citizens need to
step up and help," he added. Alaskans currently pay nothing to
finance the state, and with the incone tax, Al aska will still be
close to the state with the |owest taxes on citizens. He said
Al aska needs to continue to have excellent education and to not
let its bond rating drop again. He supports adjusting the PFD as
an interimnmeasure and hopes that the tax credits offered to the
oil industry will be reduced to help balance the budget. He
reiterated his support of HB 115.

7:47:15 PM

AMY BOLLENBACH, Honmer, said she agrees wth M. Boyer's
testinmony and is very much in favor of HB 115, because it is
fairer to lowinconme citizens and provides noney for inportant
services, |ike education. She opined that Kate Finn had great
comments on Alaska's poor reading rates in conparison to sone
much poorer countries. "W can't hurt children because we're
afraid to have an incone tax," she added. She lived in Al aska
many years when there was an incone tax, and one year, 1964, she
was living in a basenment with her husband and "theoretically
building a house."”™ Part of the structure was damaged in the
eart hquake, and the well quit giving water, so they were in bad
straights. "W were worried about doing our federal incone tax,

but we had so nmany deductions from ny illnesses that it wasn't
so bad, and then we suddenly thought, oh, we forgot the state
inconme tax." Well, it was only about $250. Alnobst all niddle-

i ncome people and upper-incone people can afford $250, so let's
not throw away our children's future for a few hundred doll ars.

CHAI R COSTELLO said there are still over 100 people waiting in
various | ocations across the state.
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7:49: 24 PM

GARVIN BUCERI A, Palner, said he is opposed to HB 115 and top-
down economics that involves government funding and excessive
social progranms. CGovernor Walker has irresponsibly cut the
gover nnent -funded PFD program and rewarded state workers wth
salary increases when there have been reductions in the oil
i ndustry when the governnent failed to pay the incentives in SB
21, by pronoting an untinely rail link with Canada, by pronoting
a gas pipeline and its offices and staff, and by perpetuating
the funding of the Knik Arm crossing. "Obviously, | support the
bottomup econonmic view that supports private enterprise,” he
averred. He thanked the committee for not supporting "House bil
majority legislation.” He doesn't relish sharing his limted
income with a growi ng workforce. The objective of the conmttee
should be to maintain current Permanent Fund Corporation returns
w thout changing its present structure. The folio was up 4.5
percent for the first half of FY17, and between April 21 and
April 25, the permanent fund gained $497.5 mllion, he stated.
Passage of SB 21 increased production on the North Slope. He
said to accelerate new di scoveries where the governnent provides
incentives to make themtwo to three years away fromlinking to
the trans-Al aska pipeline. "Reduce this budget," he said. He
urged the commttee to use the constitutional budget reserve to
fund a reduced budget. So far, it is not sustainable, but use
it, and, yes, numerous special legislative slush funds to fund
government. Don't cave to the House ngjority, he added.

7:51: 43 PM

STEVE ST. CLAIR Wasilla, said he opposes HB 115; it is
di shonest to put education anywhere in the title, but it seens
that everyone is tal king about education. The intent of the bil
is to generate new revenue to continue wasteful spending of
government. "If you want to find revenue, there are many pl aces
in the budget to find them such as $300 mllion of funded and
unfunded positions,"” funded positions that are not filled, and
$250 mllion of optional Medicaid services. He referred to a
budget he produced a couple of years ago. He said he found 85
percent of the revenue that the commttee says they need, and it
took him less than a 90-day session. He said no teachers were
fired. An incone tax deters people from working. Hs famly has
decided that it is too expensive to work. A famly of four wth
an inconme of $50,000 will see its income reduced 8 percent,
which includes the loss of the PFD and a $210 state tax. He
explained that he is wlling to pay his fair share if the
government cuts its budget less than 1 percent. These people who
are saying deep cuts, not happening. Mst people who support an
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income tax work for the government or are suckling on the
government udder, he stated. Looking at fiscal note nunber 2 on
this bill, it shows that four enployees will be hired this year
and 37 enployees in 2019 and 60 enployees in 2020. "For all of
you sitting there that wanted to reduce the size of governnent,
if you support this bill, you're not reducing the size of
government." He urged a no vote.

7:53:48 PM

ABBY ST. CLAIR, Wasilla, said she opposes HB 115. She said
| egislators have been elected to keep her best interests at
heart, not to increase the governnent's bank account. "You
should be paying the bills required by the state constitution,
then prioritizing the additional bills,” she stated. A way to
cut costs would be to stop funding "those unfilled positions
t hroughout the entire state,” which is wasting $300 million
annually, which she |earned about from a Mssion Critical
neeti ng. Another option to save noney would be to elimnate sone
Medicaid services, she said. "W cannot afford the Cadillac
plan." These cuts would provide the sanme nobney equal to an
income tax. One out of every ten Al askans are veterans and nany,
like herself, live on a fixed budget and would be required to
pay additional taxes, even though she lives below the poverty
line. She remnded the commttee that many other states have
tried this and lost revenue and lost a significant nunber of
residents, because they can't or won't pay it. "Is this what you
want for Alaska?" She said Alaska is suffering from the
recession, and there are other options. She told the commttee
to listen to the experts like United for Liberty and M ssion
Critical

7:55:28 PM

PETER MORGAN, Palner, said he represents hinself and his wfe,
who does not know that he is testifying. He said he does not
want to pay three to four hundred dollars a nonth when he
shouldn’t have to. He said he doesn't want to pay when he is
retired. He doesn’t want to pay taxes on his social security. He
doesn’t want to pay taxes on his IRA, Roth, and 401K He added
that he doesn’t want his children to be paying any taxes on the
things that are left to them when he is gone. "It is totally
unfair.” The noney is there now to take care of this. "Jay
Hammond, everybody said, he's a great guy and he did a great
thing, and he did." He said he has spent every dinme of his PFD
He asked if anyone thought, at the tine, that 20 to 30 percent
of that PFD would be shoveled back to the federal government.
What a waste! Federal noney never did anything to help the
state. The coolest thing about the PFD is everyone shared the
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same anount, and things are different now, and we should all
share the weight of the burden of governnent. Cutting needs to
happen, but this should not be put back on people who have
earned noney in this state. There is plenty of noney in the
permanent fund. Al though unpopular, why not direct that noney,
just like we would do if it were a PDF check, to taking care of
these bills, he said, and we wuld stop wasting 20 to 30
percent, and the rest of us would be able to nmake it. He said he
applauds his mpjority in the Senate for hanging on for dear
life. The majority in the House is just acting |ike |Iemm ngs, he
told the commttee. They are not thinking about what is going
dowmn. He urged the commttee to not pass HB 115. He said
Governor Hanmmond did not think about the noney Al askans woul d be
shoveling to the federal government out of the PFD

7:58:19 PM

BETH RIVEST, Juneau, said she is a nother of three and worked
for the Coastal Managenent Program stayed honme, started a
busi ness, and now works for a charter school. Long-term fiscal
pl anni ng requires changes to Al aska's revenue and spending. She
said she supports HB 115, with sonme work, as it wll help all
Al askans. A famly she knows is noving; one nmenber of the famly
works at the mne and plans on working two weeks and flying
south each time. That inconme earned in Alaska wll not support
the state. She said she believes in humanity, and there are
peopl e who need to be cared for. It is the nost vul nerable: the
youth who need education, the elderly, all sorts of folks need
our support. She noted that she has two people staying at her
house for the sumrer working in tourism They are from North
Carolina, and they actually pay North Carolina state taxes on
the noney earned in Alaska. "That just doesn't nake sense.”
There needs to be a revenue source and it should include an
i ncome tax. She said she has kids in the public school, and sone
kids don't fit the school system and need nore visual |earning.
The uncertainty of a stable fiscal plan is difficult for the
nost vul nerabl e ki ds.

8:02: 26 PM
At ease.

8: 03: 06 PM
CHAI R COSTELLO called the commttee back to order. She thanked
everyone for their civility.

PAUL KENDALL, Anchorage, asked for his stolen permanent fund

nmoney with interest and damages, and he asked the conmttee to
travel to Anchorage to deal with the public enployee unions. "It
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seens to nme they keep bringing up services," he said. There is a
thing called essential services and a thing called priorities.
"If you think I'"'m going to pay a school teacher 40 grand a year
to come up here, plus bennies, to hang out for nine nonths so
that I can raise her kids while she's not a nmomry, and they can
teach ny children other things that are of nore value, you're
dead wong." He challenged the committee to a public discussion
about services. Many econom es are being sustained by the shared
wealth of the state, he said, and there needs to be a discussion
about whose noney is a shared resource. "They've constructed
economes due to the richness of the oil conpanies. They've
constructed fal se economes, and the mnute you pull one of the
economes out, the whole thing tunbles,” he explained. Right
now, there are two things ready to fall, which are PERS and TRS.
It has to stop now, he said. "You have to buy them out. You have
to stop the public enployees' union. That's communi sm You have
to reconstruct your public enployee payroll. W do not pay you
to retire; we pay you if you work, and then you purchase those
other things." Public education is enbarrassingly detrinental to
our children, he noted. The state can no longer sustain the
opportunists who are nobilizing the resources given to them
They are using their skills to go against the public, he added,
and "we cannot sustain that." He thanked people for testifying,
but he wants to get back to unhurried, engaging discussions
i nstead of conpressed pop-up governnent nonents. He said he is
di sappoi nted because he thought Al aska would be different than
the Lower 48 and the San Franci sco boys.

8:07:26 PM

KEVIN MCCABE, Big Lake, said he is retired fromthe mlitary and
(unclear audio). If any incone tax is inposed on him especially
the one in HB 115, he will (unclear) leaving the state, because
over $7,000 will be removed fromthe coffers by the tax. The PFD
is nmoney constitutionally provided to the people (unclear). This
is redistribution of wealth on a rather large scale. He stated
that HB 115 is not, by any definition, a broad-based tax.
Al aska's problem he opined, is that neither |egislative body
nor the governor proposed significant cuts. The state has enough
noney w thout renoving the peoples’ PFD or instituting a tax.
The policy of nmany departnments is to fund positions that are not
filled, otherwi se knowmn as a slush fund, he explained, and ot her
niceties such as the Knik Arm Bridge Toll Authority, the
| egi slative chef, and the mail room which are unnecessary. The
departnental mssion creep is huge and has not been addressed by

any |legislative body or the governor. "Consider the Anchorage
school district where 44 percent of the budget apparently goes
to the admnistration." He asked if the legislature had any

SENATE L&C COW TTEE -42- April 25, 2017



control over the use of state funds. There is a spending problem
and not a revenue problem House Bill 115 is not an education
funding act, it is a progressive inconme tax by the rogue section
of the legislature and a governor with a pipeline dream The
| oudl y proclaimed budget cuts are snoke and mrrors, he stated.
The cuts are not enough; there needs to be another $200 mllion
in cuts this year alone, he stated. (Unclear.) He rem nded the
senators he voted to nove the capital to Anchorage or closer to
"the people.” He wants the sanme access to the capital as
| obbyi sts, he said.

8:10: 49 PM
LAURA BONNER, Anchorage, said she is retired and plans to stay
in Alaska and has never been enployed by the state or any

school. Econonist Gunnar Knapp said Alaska wll experience
impacts of lower oil revenues, and not nmaking significant
progress toward <closing the deficit wll have significant

negati ve consequences. Last year the |egislature made progress
with cuts only, she noted, cutting 40 percent since 2014. There
are not many places left to cut, and the negative consequences
are already occurring, she said, with the reduction of troopers,
job | osses, costs shifted to | ocal governnents, services cut for

vul nerabl e Al askans, |ess nmaintenance of the roads, and |ess
funding for education. Cuts to public education wll have
i npacts for generations, she added, including the quality of

future enployees, innovation, research, and nore chall enges for
public safety personnel. Now is the tine to consider revenues

including a progressive incone tax. Restructuring the PFD
changing the tax code, prudent cuts in the budgets, and
i npl ementing an incone tax wll give Alaska fiscal stability for
years to cone. "W need all four parts,” she added.

8:13: 21 PM

DAVI D NEES, Anchorage, said he is testifying for hinself, his
son, and his wife. In 2002 Tony Know es introduced an incone tax
that was simlar and was rejected by the Senate, 19-0, he said.
A progressive incone tax is the worst, because it seeks to
distribute noney fromthe rich to the poor. A flat tax, like in
North Carolina, taxes every resident. A 1982 |SER report pointed
out that Alaska's high income nmeans that Al askans pay nore than
its fair share of federal inconme tax. Earning so mnuch neans
Al askans pay 25 percent nore, he stated. In 2015, the nedian
famly incone in the state was the second highest in the nation,
which leads to higher taxes, and this bill wll add to that
burden. The nane of the act violates Article 9, Section 7, of
the Alaska Constitution, which prohibits dedicated funds, he
explained. "If they want a dedicated fund for education, they
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can do it like we did with the PFD " he said, wth an
initiative. He said he is opposed to HB 115, "no matter what you
call it, because it's lipstick on a pig."

8:15: 54 PM

ELLI E GOTTSTEIN, Anchorage, said she is representing herself and
is one of Senator Myer's constituents. Al aska needs to find a
way to fund what matters. For her, she said, education is a top
priority, but the bottom line is that to sustain Al aska, there
needs to be a long-term plan. That is why she supports HB 115

"W need to diversify state revenue to fund vital health

safety, and education needs, which is mandated by our
constitution,” she said. You get what you pay for, and it is
time to step up and pay for it, she added. Incone tax is the way
to ensure continuous funding for the things that matter, and the
Senate fiscal plan of wusing only the permanent fund earnings
|eaves a deficit of hundreds of mllions of dollars and
di sproportionally hurts |ower income and rural populations. An
incone tax wll help balance the inpacts of new revenues and
will ensure that nonresidents contribute to the solution, she
added. Wthout a diversified tax, the state cannot support
future growth and expansion. As the econony grows, so does the
popul ation. Wthout a broad-based tax, the state wll not be
able to support the future we want. This is about the |ongevity
of Al aska, she concl uded.

8:17: 44 PM

BEN MJLLI GAN, Anchorage, said he feels that Al aska is not ready
for a broad-based tax. He said he understands, probably nore
than the average person, that the legislature has cut the
budget, but the governnent is inefficient. There are ways to
become nore efficient and free up noney to do the things that
are a priority, he stated. To have faith in governnment spending,
he would like to see a spending cap. "Having that sort of
control on governnent spending through the years would give ne,
| would say, a little nore faith in knowi ng that noney is being
wel | -spent wi sely, knowing that you couldn’t just increase the
budget exponentially given the sort of incone that's comng in."
He said, until he sees that, he will oppose HB 115.

8:19: 00 PM

CURTI S THAYER, President, Al aska Chanber of Comrerce, Anchorage,
said his group is opposed to HB 115. The chanber was founded in
1952 and is the voice of small and |arge businesses. Alaska is
bl essed with the resources needed to fix its problens, and the
financial reserves are under strain, and, he said, "we can't
live off savings forever." The resources are considerable, and
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by working together Alaska can close the fiscal gap by cutting
the cost of governnent, living within its neans, restructuring
the permanent fund to protect the dividend, using the earnings,
and establishing a statutory appropriation limt. Currently, the
chanber feels that until those are done, it is premature to tax

Al askans, which w | exacerbate the situation, he stated. A
recent survey of 808 Al askans shows npbst oppose an incone tax.
Al askans overwhelmng realize that taxes wll have a negative
i npact on the state's econony. That opinion will not change, he
added, until the governor and the |egislature have a nechani sm
to control future spending. He quoted the Tax Foundation as
saying this proposal will nake Al aska one of the states with the
hi ghest taxes in the country, like California and New York
8:21:39 PM

DAVI D LANDRY, Anchorage, testified that he is a construction
contractor and has had a business out of Anchorage since the
1980s. He fully supports HB 115. He said that he read the op-ed
by the chanber of commerce, and he is wondering what world they
are living in. He suspects that there are not a |ot of business
people running the chanber. There is no possibility that his
business will be killed by this income tax—guite the contrary,
he added. There is a real feeling of instability anmong customers
right now, and he deals with people who have noney. Mst of them
are infornmed enough to know there will be a broad-based tax, and
they want to know what it wll be and that there wll be
stability before they start spending noney. As a business
person, he explained, "you need to get this cleared up." It has
been many years since the price of oil fell, and the state has
not had stable inconme. He stated that a predictable state budget
based on the permanent fund earnings and the inconme tax wll be
a blessing. The tax will be a very good thing for the state and
will elimnate the ping pong budgeting based on oil revenue. "
strongly urge you to pass this," he concl uded.

8:23:46 PM
M CHAEL CHAMBERS, Anchorage, said he is a Viet Nam veteran,
former public schoolteacher, and starving artist. "I stand in

direct opposition to HB 115." He asked why the legislature is
restructuring the permanent fund and inplenenting an incone tax.
He said it is because the legislature refuses to |ower the
operating budget. "I could care |ess how many m srepresentations
have been nmade." The truth is, the budget has not been cut. It
is obvious, he said, that the legislature prioritizes the
government worker over the private worker, because there is a
hi gher probability that the government worker wll vote to
protect his or her own paycheck. These actions are about tending
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your own beans for reelection, and nothing nore, he explained.
The governor has the distinction of being the only governor in
America who taxes children 50 percent of their inconme, and now
| egislators wish to join himin this theft at 75 percent, he

said. Incorporating the incone tax wll give Alaskans the
distinction of having the highest cost-of-living index in
Arerica. "If this legislation is passed, this wll be your

| egacy," he cautioned. He said he is a fan of |egislation that
calls for no incone tax and no restructuring of the PFD, and he
would like to see that plan advocated, because nmany | egislators
are saying it doesn’t pencil out. "It does pencil out."

8:25: 44 PM
JASON GUSTAFSQON, Anchorage, said he represents hinself and his
wife and children. He said he is here today because of noney,

which the state doesn’'t have enough of. "So what next?" The
easi est answer is to cut, but the state could cut every enpl oyee
and still run a deficit, so it can't cut its way out of this

Some fellow Al askans are talking about an incone tax danmaging
t he econony, but he does not hear how they will close the budget
gap. "I hear them saying hell no to taxes, as if sonmehow the
budget crisis will go away.” One way or another, Al askans are

going to pay. Last year the governor vetoed a substantial
portion of the PFD, and folks mght argue that that's not
incone, but Alaskans see that it is income on their federal
income tax. What people are really saying is that they will pay
nmore for an incone tax than what they lose from the dividend.
Most Al askans can't say that; nost Al askans stand to |ose nore
from the loss of the dividend than from the inconme tax, which
means that the damage to the econony will be exacerbated w thout
the inconme tax—+t's either/or and not nothing, he stated. A
state inconme tax can be deducted from the federal tax, so it
costs Alaskans less to raise the sanme revenue. It is just math.
"It's that sane math | learned in Anchorage public schools, the
same public schools that are getting hit with budget cuts.” H's
children attend those schools, and those schools trained his
enpl oyees, and they are the single nobst inportant investnment in
Al aska's future. Don't eat your seed corn, he added. Education
funding pays interest as the children grow up, get jobs, and
beconme the econony of tonorrow. He urged going forward with the
one option that raises nore noney than it costs.

8:28: 06 PM

DAVI D BOYLE, Anchorage, said he is the executive director of the
Al aska Policy Forum and part of a mssion critical team but is
testifying as an individual. He said everyone would agree that
the last thing to do during a recession is inpose taxes. He
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repeated hinself. Taxes wll drive the econony into a deeper
recession, he opined. Before the state redistributes wealth
either through an income tax or a PFD cut, he wurged the
| egislature to reduce the budget, including K-12 education. It
takes courage to resist, and for those who want to spend nore
for education wthout accountability, "guess what? Al aska spends
nore for students than all but two other states.” He said that
before his social security is taxed, and his nortgage interest
is taxed, and before the active mlitary is taxed, "I want you
to cut the 3.5 percent nerit pay for state governnent enpl oyees.
| want you to tax your per diem at $265 a day, which is not
taxable wunder the federal code.” He also wuld Ilike the
| egislature to cut noney for pronmoting a gasline. He does not
want to pay for the gasline, he clarified. "Thank you for nmy two
m nut es of denpbcracy." Kill this bill, he concl uded.

8:30:19 PM

MARNI E HARTI LL, Anchorage, said she is speaking as an individual
in support of HB 115. She is a school teacher and the vice
presi dent of school prograns. In 2009, she started teaching a
mul ti nedia class, but was not provided any conputers. In 2011,
there were cuts to the school social worker, and she was worKking
with a student who did sleep on a bed and with students who were
not living with parents, but the school still lost its socia
worker. In 2014, hundreds of teachers were pink slipped, and
there were cuts to school business connections. In 2015, she
witnessed increases in class sizes again, and prograns
benefiting students in career and coll ege resources were reduced
to a skeleton staff. "Are you using a 10-year-old conputer every
day to work or learn?" she asked. Each year, she w tnesses nore
cuts to education, and two weeks ago her school did not have
adequate staff to deliver the state assessnent while water
| eaked through the ceilings. Education costs have clinbed due to
the rise in health care costs, she said, and she surm sed that
the commttee was supportive of HB 123, which will help Al askans
get buying power to reduce health care costs with transparency.
The high cost of health care and the lack of a defined benefit
pl an has teachers churning in and out of Al aska but not sticking
around, she added. Opponents to HB 115 say that snmall business
owners will leave the state, but where will they go? Wshi ngton
has a broad-based sales tax and Oregon has an inconme tax. A June
6, 2016, article in Forbes magazine lists the states with the
best and worst econonmies, and leading the top 1is Uabh,
Washi ngton, and California. Uah has a great incone tax and a
great econony, she pointed out.

8:32:34 PM
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DARI O BORGHESAN, Anchorage, said he and his famly support HB
115, but not because he wants to pay taxes, but because he wants
good schools for his son, safe streets, and healthy comunities.
He noted that sonme people conclude that an incone tax will nake
people |eave Alaska. He said every other state has either an
incone tax or a sales tax, but the legislature should ask what
happens if Alaska tries only to cut its way to a sustainable

budget. WII cutting the wuniversity, cutting progranms, and
reduci ng professors keep Al aska youth from | eaving the state for
college? If they leave, wll they conme back wthout the

know edge econonmy and social network that they need to create
businesses in the 21st Century? He questioned whether young
famlies will want to come to Alaska when there are 33-35
students in K-12 classroons. The reason there are legislators is
the need for know edgeable and thoughtful people to take the
long-term view of what is healthy for our future and our state
Looking at places around the country that are prosperous, where
people want to live, those aren't places that try to cut their
way to prosperity; they are places that invest in their
community. "The way to do that is for all of us to chip in and
pay a little bit of incone tax to support our schools and our
community,” he concl uded.

8:35:11 PM

DEENA M TCHELL, Anchorage, said she strongly, strongly supports
HB 115, and there has been wonderful testinony, so she doesn’'t
want to be repetitive. She has an MBA in finance and a naster’s
degree in economcs, and having listened to testinony, there is
no doubt that Al aska needs to solve this problem this year. The
state needs fiscal certainty, she said, and after cutting $700
mllion out of the operating budget over the l|last two years,
government spending per capita on a real dollar basis is the
lowest it's been in decades. Many businesses need certainty to
make future investnents, and she has heard that conpanies are
doing work from out-of-state offices, because they |ack enough
confidence in Alaska' s econony to hire locally. Alaska has a
generous spirit that cares for neighbors and strangers, and that

is what governnent services do for its nost vulnerable, like the
elderly and children. "That is why we pay taxes," she stated
The Al aska disconnect has been talked about a Ilittle this

session in that as its population grows, revenues do not grow.
Havi ng a progressive income tax is a counter to the regressivity
of the PFD cuts and ensures stability in funding, which schools
desperately need. It also ensures that when there is growmh in
popul ation, there wll be growh in revenues to support the
servi ces those peopl e need.
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8:37:26 PM

PATTY LINVILLE, Seward, said she recalled sitting around the
canpfire in 1976 and discussing her future wth other 20-
somethings who had recently arrived in Al aska. Soneone stated
that he was going to stick around | ong enough to m |k Al aska and
then nove on. "Little did he know that those of us who stayed
would be able to mlk the system for quite sone tine."
| nevitably now, we nust give back, and HB 115 is the way to do
so. Universally, people with famlies put down roots where
education is valued and supported; however, in today's world it
is possible for breadwi nners to travel to their jobs in Al aska
and maintain a household CQutside for the sole purpose of good
education for their children. She said she has friends who have
done that, and she knows young famlies contenplating doing so.
As her son says, "It's just a plane ride." House Bill 115, if
i npl emented, will show all Alaskan famlies that we want themto
settle in for the long haul. An inconme tax designated for
education will show educators that we are serious about creating
an environnent where children will be challenged to be part of
Al askan's future. Paying a tax wll also remnd us to be a
participant in the government we pay for. She encouraged the
commttee to pass HB 115.

8:39: 05 PM

BRUCE JAFFA, Seward, said he is 70 and has been a welder for 50
years. He worked for a conpany that enployed between 12 and 50
peopl e, he added. He said he pays property tax in four boroughs
and owns property in other boroughs, and he fully supports HB
115 as a fair and valuable way to solve Al aska's revenue crisis.
Peopl e shoul d be responsi ble and conservative wi th expenditures,
individually and as a society. "W decide what things we need
and what things we have to have and the neans to acquire them™
As a society, we determne that certain things in an advanced
civilization are necessary and should be willing to pay for
them "It is our responsibility to pay for these," he added. It
has been over 20 years since Al askans have had the PFD, and
everyone forgets that we have to support ourselves. Al askans
have forgotten that this is our obligation. An incone tax, along
with reduced expenditures, partial application of pernmanent fund
revenue, and nodification of resource extraction tax structures,
would provide certainty and is the fairest way forward, he
stated. An incone tax would be offset by deductions from federal
taxes and would force nonresident wage earners to contribute to
the state econony. Nonresident wages are often from the
extraction of state resources, and it is fair that there be a
collection from these wages before they |eave the state. I|ncone
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tax is partially balanced by the PFD program he stated, which
is fairly distributed to all |egal residents.

8:41:40 PM

MATT STEELE, Wasilla, said he is a small business owner in the
Mat - Su, and he has had to take sone big income hits over the
past couple of years. He added that $18,644 is what the state of
Al aska spends every year, including the federal portion, for
every man, wonman, and child. He opined that the budget is out of
control. Wen his inconme declined, his famly had to make budget
cuts to his cable TV. He explained that he drives an 18-year-old

car and maintains it himself. If the state took the sane
approach, it would not be "up against this wall." The incone tax
is going to be devastating to his business and to nost snal

busi nesses that he knows. "It is insane!" He said he is a fan of
Senator Hughes. He begged the commttee to get the budget in
control. "I beg you, beg you, to consider a plan, if we had to

do anything, like Mchael Dunleavy's plan.” He said he thought
that plan was sound and secure, and that plan would not affect
his famly. He said he wanted to tell testifiers still waiting
to talk that this notion that people have to pay incone tax as a
civic responsibility is insane. Ten percent of his adjusted
income goes to borough taxes in addition to a gas tax and
everything el se that he pays.

8:43:49 PM
RYAN MCKEE, Anericans For Prosperity, Wasilla, said that cuts
alone wll not solve the problens, but hearing other testifiers,

there seens to be agreenent that the budget has been cut as nuch
as it possibly can be. He said that is not the case, and a | ot
nore needs to be cut. The |legislature needs to prove to Al askans
that is can operate efficiently with the noney it has before
asking for nore, he stated. The legislature has spent way nore
than it should have during tines of high oil prices, and that
can't happen again. He added that a |lot of Alaskans are a little
bit leery of giving nore noney when a lot of people in the
| egislature say that they have already cut to the bone. The
House majority should follow the Senate majority and inplenent

spending caps to control, or at |least adjust, the one that
currently exists to really control the growh of governnent,
"especially in tines like this when the price of oil is |ow and
probably even nore inportantly when oil is high, so we don't

have nore wasteful spending |ike the past,” he explained. It has
been nentioned that the cost of living is high in Al aska, and he
is opposed to inplenenting an additional cost of an incone tax,
especially on just a certain group of people. People say that
everyone will pay their fair share, but the way that the tax is
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set up, that is not the case, he stated. Once again, about 27
percent of Alaskans will pay the majority of this, and that is
not a fair share, he said. He told the legislature to rein in
the out-of-control spending instead of thinking of new ways to
tax Al askans to fix the bl oated budget.

CHAI R COSTELLO said there are 54 people waiting to speak and
asked that comments be brief.

8:46: 27 PM

BETH FREAD, Pal nmer, said she is not excited about the fact that
the legislature can't figure out how to cut the budget, except
when it conmes to the undesignated general funds, which is the
nmoney "that we nost directly feel as long as they aren't
(unclear) of programs, |ike education." Al aska has the highest
costs of per capita education and the |owest result, she said,
and she can't imagine why people think the schools need nore
nmoney and not nore streanlining. Thank goodness Senator Hughes
is working on acconplishing those two goals, she added. "The
silos for our seed corn, the school system is letting nold and
mldew form and run ranpant throughout the silos."™ Alaska's
children are still going out of state for college and jobs, so
don't think that UAA or UAF are the nation's best. Education has
to be inproved and Al aska has proven that noney doesn't fix it,
she added. She stated that she can tell who the public enployees
are when they are testifying for HB 115, "as well as all the
ot her noney raids that are going on." She added, "You all know
that a sustainable budget is one based upon revenues and
sust ai nabl e by those dollars. You are not taking revenues, you
are taking out of the pockets of Alaskans." The |egislature, she
said, is not followng through on their jobs as supposed
conservatives. She read a poll where 64 percent of Alaskans do
not approve of an incone tax, so she can only presune that the
people in favor of comng into her honme for noney are people who
are enployed by government. She asked the conmmttee to stand
with their commtnent to not pass HB 115.

8:48:57 PM

GARRETT ABBOIT, Ketchikan, said he was born in Ketchikan in 1986
and graduated from the University of Alaska, Ketchikan. He
supports HB 115 and said that the budget cuts that the Senate
majority has proposed will only deepen the recession, further
the uncertainty, increase inequality, and lower the quality of
life. The cuts amobunt to stealing from Alaska's future, he
stated, in order to escape pain at the present. He said HB 115
will allow Alaska to pay for its present and preserve its
future, and it is a fair, progressive incone tax. Al aska has
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many weal thy residents, and the state has been good to them 1In
this tine of need, it is only right that high-income Al askans
pay their fair share to support infrastructure, education,
heal t hcare, social safety nets, and the elderly. There is talk
of substituting a sales tax for an inconme tax, but sales taxes
are regressive since low and mddle-incone Al askans would pay
nore in taxes as a percentage of their inconme. Snaller
communities that depend on local sales taxes would suffer a
di sproportionate burden. O-dinary Al askans have already borne
the brunt of the fiscal crisis from the recession and cuts in
state and |ocal services and a reduction in the PFD. He said it
i s unconscionable that the Senate would contenplate closing the
fiscal cap with a sales tax. Advocates of a sales tax like to
paint it as a small alternative, but consunption taxes are
greater facilitators of governnent growh than inconme taxes,
because under a sales tax ordinary people experience the tax
burden as less than it really is. Incone taxes are open and
honest, while sales taxes trick people by spreading their costs
over a year's worth of purchases. For those who seek to avoid
unnecessary increases in the size of governnent, the incone tax
is clearly superior. The incone tax in HB 115 is the best
possi bl e neans for resolving Alaska's fiscal crisis, he said.

8:51:18 PM

TERRI ROBBI NS, Ketchikan, said she is in favor HB 115. She noted
that she was born and raised in Alaska, and she has enjoyed
payi ng no incone taxes and she wi shed it could continue, but she
would enjoy knowing that there is a future that involves an
educated and conpetitive work force to sustain the lifestyle
that is wuniquely Alaska. Cuts to school funding, severe
downsi zing of governnent services, abandoning our elders,
ignoring nonprofits, and neglecting our infrastructure threatens
us all, she said. The financial and ethical costs of allow ng
this to happen would be catastrophic. She noted that Alaska is
the only state that does not have either a state sales tax or a
state inconme tax, and residents are taxed at a far |ower |evel
than any other state, and it is not sustainable. This very
nodest and equitable inconme tax wll still keep Alaska' s tax
| oner than al nost any other state, but that is not what we need
to focus on, she said. Qur children and the consequences of
failing in the responsibility to educate them should be Al aska's
focus. To be conpetitive in this increasingly global and
t echni cal econony, Al aska needs to i nvest in yout h,
infrastructure, sustainable industries, and citizens. The days
of relying on oil are over, she said. It is time for the people
who live in this magnificent place to start, again, making it
fiscally secure, she said, and she urged passage of HB 115.
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8:53: 19 PM

BRENDA LOQUGHVAN, Board Menber, Tongass School of Arts and
Sci ences, Ketchikan, said the costs of the charter school have
increased, and it has had to cut and cut its budget. The nenbers
support HB 115 to help with education funding. She said she and
her husband own a construction conpany, "and | can assure you we
will not be leaving the state."” She expressed concern about the
state's fiscal uncertainty and whether custoners wll continue
to hire them so please pass HB 115 to hel p Al aska as a whol e.

8:54:21 PM

WALT COULTER, Fairbanks, said he is not opposed to paying taxes
for government services—a necessity of responsible citizenship.
He said he is opposed to making only wage-earners pay. Expecting
the so-called rich to pay nore of their fair share should sicken
any Anerican, he stated. "Who is rich? "Sonebody that nmakes nore
than you do, 'cuz you ain't rich." He spoke of the convol uted
U S tax code that allows legislators and bureaucrats to |ine
t he pockets of |awrakers and | obbyists. They do favors for their
preferred groups, he stated. He suggested taxing everybody
through a sales tax. He is adamantly opposed to any sociali st
i ncome tax that punishes productivity.

8:55: 35 PM

DON GRAY, Fairbanks, Alaska, said he and his wife canme to Al aska
in 1970 when there was an inconme tax. They raised two daughters
and now have two grandsons in Anchorage. He said the education
in Anchorage and Fairbanks has been excellent, and he hopes that

is true throughout the state. There have been about $3 billion
cut from the budget in the last three or four years, and there
is still a $2.7 billion deficit. He said a diversified approach

is appreciated, including SB 26, which would use part of the
earnings from the permanent fund for the deficit. This proposa
for a nodest inconme tax, where those nmking over $60,000 will
only pay $500, those earning $80,000 would pay about $990, and
those with an inconme of $200,000 would pay $5,200, is not a huge
anount. It is not going to end businesses, he explained. It is
inmportant that Alaska mamintains its bond ratings; we can't
afford to dimnish it. Mst inportant is the vital connection
with citizens and what is spent in the state, and a tax wll
keep their eyes on the ball.

8:58: 06 PM

GERALD BROWN, Fairbanks, said he supports HB 115; it is high
time Al aska has a bal anced approach to funding governnent. The
cuts in education, the university, and other prograns dismay
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him He said HB 115 does not go far enough, and he would like to
see a sales tax to help spread the burden over a great nunber of
people. There are a |ot of people living outside Al aska and work

here but don't contribute to it, including those who work for
fisheries, oil production, and others. They benefit from the
infrastructure that the governnment provides. Through a sales
tax, visitors wll provide sone inconme, and that could be

tailored to alleviate costs on food and nedi ci ne, he said.

8:59: 59 PM

TERRENCE COLE, Fairbanks, said he represents hinself and good
| ogi cal thinking people everywhere. The vast anount of testinony
has shown ignorance of Alaska history; Alaska would not be a

state wthout the original inconme tax passed in 1949. Jay
Hanmond has said that his failure to veto the incone tax repea
in 1980 was the single greatest failure of his political life.

Governor Hanmmond told himthat he didn't have the guts to do it,
but that he would have slept better if he had. "O course, we
have to have an incone tax," he said, "this is an open and shut
case." He urged the commttee not to listen to Senator Pete
Kelly; he's just off his rocker, he added.

9:01:19 PM

JOAN FRANZ, Fairbanks, said she is a pediatric occupationa
t herapist, a small business owner, and a |long-term Al askan. She
supports a progressive incone tax as presented in HB 115; we had
an income tax in the past and it should be reinstated. She
explained that an inconme tax is a nuch fairer tax on Alaska's
residents than a sales tax. Nonresident workers should be taxed
who have inconmes from either Al aska's natural resources or other
busi nesses. Commuters taking Al askan jobs and |eaving the state
wi thout any taxation is an unreasonable |oss of revenue to the
state. The revenue is needed for education, which is essential
to building a better life for future generations, she added. She
t hanked the | egi sl ators who have the courage to support HB 115.

9:02:41 PM

PRI NCESS LUCAJ, Fairbanks, thanked the committee and comrended
Representatives Seaton and Foster for having the political wll
to put forward HB 115. She is a lifelong Al askan, an Al askan
Native, and this is her hone, she said. She and her husband have
three sons and make a nodest conbined inconme, and she absol utely
supports HB 115. Wien she was 16 at Lathrop H gh School,
Governor Cowper was in office, and an article in the New York
Tines reported that the oil was going to run out and Al aska
needed to diversify its econony. She said Al aska should have
i npl emented an incone tax then. "W should have been preparing
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for harder tinmes," she added. She noted that she wused an
interactive spreadsheet provided by the legislature and found
that "we've got to have this broad-based approach.” She called
for stability even though she is not excited about another tax,
but there is no way around it. She told the commttee that SB 21
was the worst thing that could have happened for the state. "I
amtired of profits over people.” She added that the only sales
tax she woul d support would be a |uxury sal es tax.

9:04: 23 PM

WOLFGANG FALKE, Fairbanks, said he is a natural citizen of
Al aska and arrived in 1969. He urged the conmittee to defeat the
bill. The people of Al aska decided not to have any incone tax—
progressive, flat, or otherwi se. He said Al askans don't want the
bureaucracy associated with a tax. "W don't need an incone tax
to take care of the state's business," he stated. It would be
rational to tweak permanent fund dividend contributions to
i ndividuals since federal incone tax is paid tw ce—ence by the
state and then by the individual. It was the PFD program that
put Alaska in this financial dilemma. He pointed to the federa
courts requiring that beneficiaries reside only one year to
qualify for the dividend, which attracted welfare recipients and
crimnal elements to Alaska to get free nobney. He stated that
those people have overwhelnmed Alaska's social servi ces,
education, and judicial system "To solve this problem you nust
cut state welfare and social services contribution to the point
of the noney provided for by the federal governnent," he said.

9: 06: 34 PM

DANI EL LYNCH, Sol dotna, said he is opposed to a $1,200 or $1,500
tax on children who don't have jobs, senior citizens, and broken
peopl e who have worked their whole lives already. He said he is
referring to a cap on the PFD. He stated that he is in favor of
an incone tax; 43 other states use an incone tax to balance
their budgets. He noted that nmuch has been said about out-of-
state workers from the North Slope, the oil and gas industry,
the tourism industry who are nostly working for Princess Cruise
lines, the fishing industry, and nonresident construction
wor kers. Before he put down roots in Al aska, he was an out-of-
state worker, working the construction season. As a "guest
wor ker/bandit,” he used state and nunicipal airports, nmarine
ferries, highways, troopers, snowplows, |ibraries, gymmasiuns,
and parks—+to nane a few "My only contribution was through
t obacco, alcohol, and gas tax." He said his honme state would ask
him where his incone tax was, but he had no wages and no taxes
in his home state. "It was very profitable for me, but not for
the people of Alaska or for the Al aska resident that didn't have
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a job because | had theirs.” Current out-of-state workers
contribute nothing, and they occupy jobs that residents could
use, he added. He urged "no" on dividend cuts that stemfromthe
recession caused by the vote on SB 21 in August of 2014, and
"yes" on incone taxes. "I'Il contribute nmore and not be a
freel oader or welfare queen." Maybe your raffle wll solve the
probl em he concl uded.

9:09: 00 PM

PENNY VADLA, Soldotna, said she is a Kenai Peninsula school
board nenber; however, she is testifying as a parent, community
nmenber, volunteer, taxpayer, and as a fiscally responsible
citizen. She cane to Alaska 40 years ago and payed an incone tax
and a school tax. Her husband is a contractor and he wants to
pay an incone tax, because he wants services. She said she is
retired and on a fixed inconme. She supports both HB 115 and HB
111, the oil tax bill. She wants a sustainable fiscal plan that
ensures a healthy future for all Alaskans. W cannot cut our way
out, she stated. She urged Alaskans to not spend down their
savings and delude thenselves by relying only on rising oi
prices. There have been many cuts, but a fair income tax and oi
tax is needed for a sustainable budget. She said she is nore
than willing to pay her share. "Please listen to our nany
voi ces." She applauded nenbers for this hearing and for the
House majority plan.

9:11:41 PM

TIM SCHRAGE, Anchorage, said, as a snall business owner, he
graduated from the University of Alaska and got a great
education from the Anchorage school district. "I can tell you
that the way to grow the econony is not to institute taxes," he
stated. He added that he is not opposed to the concept, but it
is not yet the time for an inconme tax. Wen he |ooks at the
health care costs for his enployees conpared to those of public
enpl oyees, "it's absurd."” He paid $36,000 |ast year for a fanmily
of four, and the dollar-for-dollar wage and benefit packages
that public enployees are enjoying is disgusting. He and his
enpl oyees are discouraged by that, he added. The state has to
cut spending; it has to make governnent accountable for its
services. He said everyone wants great services and there is no
doubt about that, but he has seen a cut in the capital budget
and not the operating budget, so Alaska is cutting its future
operating budget, not the actual one. He urged the conmttee to
table HB 115, cut nore, use the POW plan, and nove Al aska
forward. He noted that if his business had $13 billion in
savi ngs, he would be |aughed at if he went to the bank to borrow
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nore. He is not the bank. He is in the mnority of Al askans
testifying, but he is in the majority with his peer group.

9:14: 03 PM

CHRI S NELSON, Anchorage, said he is retired from the arny and
noted that HB 115 is going to inpact people serving in the arned
forces in Alaska. He said he only heard one coment on that
issue, "and | really don't think the House or the Senate has
fairly addressed this particular issue and the problem it wll
create, particularly for junior enlisted nmenbers of the arny and
the air force that are serving in ny neighborhood.” He said a
menber with three years of service nakes $25,509 base pay. There
is nothing progressive about taxing these people, he stated. The
out-of -state workers will be taxed, and every nenber of the
armed forces in Alaska did not cone voluntarily; they were
assigned to Alaska. He did not regret being assigned to Al aska,
and he stayed after he retired. They all receive a cost-of-
living allowance in this state, and he asked if HB 115 will tax
it. They also receive a housing allowance and a subsistence
al l owance. Pilots and paratroopers at Fort Richardson receive
hazardous duty pay, and he asked if those benefits wll be
taxed. He noted that in the next few days, 2,000 will deploy to
Af ghani stan, and those people will receive pay for being in
i mm nent danger. He asked if it is right to tax that pay. He
doesn't think it is right. Unless the bill defines the burden on
the mlitary in Al aska, he asked that the bill be tabled. It is
not enough to just say, "thank you for your service," he added.
| f menbers pass this bill, they should instead say, "Haha, we
gotcha. ™

9:17:30 PM

CYNTHI A HENRY, Fairbanks, said she has been waiting over three
hours to testify because she feels so strongly about this
subject and is opposed to HB 115. Inplenenting an incone tax
would be a big mstake, and she has concerns about job |osses
and uncertainty about small businesses |ike hers. Every business
owner she has talked to has had to lay off enployees, so this is
not the time for an income tax. She said Alaska cannot tax its
way to prosperity, and it is not a crisis situation. Al aska has
huge financial reserves to fill the budget gap for many years

she added, by using the earnings from the permanent fund and
per haps taking noney fromthe CBR This will fund the governnent
and preserve the PFD program while not exacerbating the
recession. She stated that many people are dismayed that the
House passed HB 115. Taxing the hard-working people of Al aska
woul d further cripple the econony, she added.
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9:19:10 PM

BOB GRIFFIN, Anchorage, said he is a retired air force fighter
pilot, a small business owner, and a commercial pilot. He said
he is opposed to HB 115. "I don't mnd paying incone taxes at
sonme point," he offered, but he wants to fix the oversized state
governnment first. He advocates for education, but if there is
information showing that bigger government produces better
student outcones, he would support HB 115. He noted the high
literacy rates of China, Russia, and Cuba and said that Cuba
spends about five times | ess on education than Al aska. According
to the NEA estimates, Al aska spending is the highest in the US
143 percent of the national average relative to nedian incones.
Al aska is expensive, but it is not 2.5 tines nore expensive than
the Lower 48. In 1962, Alaska's spending was the sixth highest
in the nation, 30 percent above the national average, and 29
percent below the first state, he reported. Since 1960, the CDP
in Alaska increased 19-fold, but state spending per capita has
increased 52-fold. He said his famly has been in the state
since 1899, and they receive excellent education and services
with much smal |l er governnent. He supports a spending cap.

9:21:59 PM

LUANN MCVEY, Douglas, urged the committee to pass HB 115. She
said she is a retired teacher and believes in reliable funding
for Alaska schools that allow parents, admnistrators, and
teachers to plan ahead to accommpbdate fluctuations in student
popul ations. She said she is opposed to the Senate's proposed
budget cuts. Every year, when cuts happen, teachers are yanked
this way and that way, and sone don't make it back. C assroons
are swelling with students, she reported, and hi gher student-to-
teacher ratios render teachers far |less effective. The House
fiscal plan offers a nulti-pronged avenue to support services
that Al askans need, including schools. It is not just for
schools, she stated, but helping children develop their highest
potential is the job of thoughtful and skilled teachers. It is
the foundation for a sustainable denocratic society. Using part
of the permanent fund reserve earnings, elimnating the oil and
gas tax credits, and reinstituting an incone tax wll provide
for a solid fiscal plan, she said. Schools are not an exanple of
bloat or wasteful government spending, neither are health
clinics that have been elimnated around the state, nor the
university prograns. No nore budget cuts, she concl uded.

9:24: 06 PM

JOAN O KEEFE, Chair, OQperations Board, Foraker G oup, Juneau,
said the Foraker Goup is Alaska s nonprofit association. The
group has strongly stated that public policy priorities include
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t he passage of a conprehensive fiscal plan. It is essential, she
said, and an incone tax must be part of the package. She
supports a plan that does not depend on a single sector, but is
fair and equitable. Short-term budget cuts only create |ong-term
chal l enges for Al askans. The nonprofit sector is an inportant
economc driver in the state and provides critical community
services that are otherw se unavailable. "Qur sector wll only
thrive when the state's fiscal challenges are net," she stated.
Nonprofits help ensure vibrant and healthy communities across
Al aska. The Foraker Goup has heard loud and clear from the
nonprofit sector that fiscal stability is critically inportant
in delivering essential services across the state. As an
i ndividual, "I am prepared to share the tax burden.” On behalf
of the Foraker Goup, she urged the legislature to pass an
income tax that is part of a conprehensive plan that supports
rural and urban comunities and protects Alaska's nost
vul ner abl e.

9:26:19 PM

MARJORI E HAMBURCGER, Juneau, said she supports the inconme tax in
HB 115. She said she is speaking for her husband and hersel f and
for her three children who are on the cusp of adulthood. They

will be deciding if they can stay in Al aska and have jobs and
education for their own famlies, she said. She cannot accept
any further cuts to essential governnment services. "I amwlling

to be taxed," she added.

9:27.36 PM

CLAI RE HOLLAND LECLAI R, Anchorage, said she supports HB 115 as a
conprehensive response to Alaska's budget shortfall. "I hope
you're taking note of all the everyday working Al askans—young
old, and in between-who are urging you to tax them™" It is tine

to end the entitlenent culture and pay for governnent services,
not just education, she said. She has two young children in
public schools, so she is worried about education funding, as
well as transportation, public safety, and people who fall
through the cracks and need help fromall of us. "I amwlling
to pay for that," she stated. She pointed out that the Institute
on Taxation and Economc Policy reported that HB 115 would
translate into |ower federal taxes for Al askans. Collectively,
Al aska would be spending about $133 nillion less in federal
taxes under this bill.

9:29: 01 PM
ROBIN SM TH, Anchorage, noted that she and her husband own a
smal | busi ness, and she has never worked for the state. "I don't

even have kids in the education system" she added. Her business
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has been negatively inpacted by the low prices of oil, but she
is still in favor of an inconme tax. The |egislature has already
cut the operating budget by $700 mllion, and Gunner Knapp,
Al askan econom st, said Alaska is draining its savings by $10
mllion per day. That should tell everyone that Al aska needs a
| ong-range fiscal plan, she stated. W can no |onger be
dependent on the wups and downs of the energy narket.
Representative Seaton nmade three inportant points this norning:
Closing the deficit just by cutting state jobs would cost the
econony the nost jobs, so we have to stop cutting. A progressive
income tax will have a snmaller inpact on job |losses, and it wll
be partly paid by nonresidents. Dividend cuts would have the
greatest short-term inpacts on inconme. Everyone is going to pay
with HB 115, including herself who is in the highest tax
bracket. Those of us who have had these great opportunities are
lucky. We are fortunate to live in Alaska. Wen we cut the PFD
it is a tax, and it inpacts the poorest individual the nost
"Pl ease, please pass HB 115; it's time for Al askans to take
responsibility.”

9:31: 37 PM

TERRIE GOTTSTEIN, Anchorage, said she supports HB 115 and
instituting an incone tax. It is not possible to cut Alaska's
way out of the deficit. She said it conmes down to what Kkind of
communities we want to live in. She said she is clear about her
priorities, which include education. There is a constitutional
responsibility. "I have watched as you have cut and cut and cut
public education to a point where there is really nothing |eft
to cut without seriously inpacting our kids." She added that it
is time to look at the revenue side. It is not surprising to
hear people whining |ike stuck pigs about having to pay their
own way. Al askans have becone spoiled. What is remarkable to
her, she noted, is that there are droves of people here tonight
who are stepping up to ask you to tax them to help pay for the
kind of communities that they want to live in. Education for
kids boils down to hope—that's what education is. People are
willing to pay for that, and she said she hopes that the
conmittee has heard that. She heard a testifier talk about
giving a tax credit to people who pay their own health
i nsurance, and that makes sense. It seens sinple to pay a state
income tax based on federal incone taxes; a person just figures
out a percentage and then it's done, she explained. Lastly, she
encouraged the conmittee to "grow a pair,” and she is not
di scri m nating agai nst wonen, because the pair she is referring
to is courage and a consci ence.

9:34:49 PM

SENATE L& C COW TTEE - 60- April 25, 2017



JEREMY PRI CE, State Director, Americans for Prosperity,
Anchorage, said he started at nine a.m today reading to his
daughter's kindergarten class. "I Ilove Alaska' s children," he
said. He stated that he wants the best future for them and the
best future is no inconme tax. The best future is a balanced
budget and a focus on children's outcones, not funding of

adm ni strators and pensions for state workers. House Bill 115 is
the nother of all tax increases! It wll raise $700 nmillion
while the state is in a recession. "N ne thousand jobs |ast
year," and nore will be lost this year, he stated. Al aska has

t he second hi ghest unenploynent rate, 6.4 percent. These are all
terrible econonmic indicators, and the |legislature wants to raise
taxes on Al askans. He asked Chair Costello to please save him
from these rogue legislators who slept through their econom cs
cl asses. The tax has been characterized as an income tax, but it
is not. "It's the nother of all tax increases.” It s
progressive like taxes in California and New Jersey, he said. It
taxes inconme from capital gains, corporations, pensions, and it
taxes working Alaskans, he added. He suggested dealing wth
reality when talking about education. School funding has been
jacked up for years, and arguing that this issue is about
education msses the mark. "This is about Al aska's future." Most
Al askans want a spending cap, 66 percent. Over 60 percent don't
want HB 115. He urged killing the bill.

9:37:15 PM

JACKI E CASON, Anchorage, thanked the commttee and said, "I know
that you and all Alaskans want a healthy econony wth good
schools that will prepare young people for jobs in the state.”

The conmttee understands that the university is a driver for
econom c growth, and she knows that because nenbers have taken
time to respond to her letters. The House mmjority's plan to
institute an income tax to help pay for education and other

services is part of a broad-based solution that wll not spend
dowmn Al aska's savings, she added. The bill also draws on
permanent fund investnents, reforms o0il taxes, and cuts
spendi ng. People earning higher incones will pay nore tax, but

t hese earners have benefited nost from state infrastructure. She
said she is not discounting their hard work, but many sectors of
Al aska's economy would not function as well wthout the state
services that support Ilabor and comerce. The Institute of
Soci al and Econom c Research (ISER) at the University of Al aska,
Anchorage, concluded that cuts on the scale contenplated by the
Senate would have twice the negative inpact on jobs and the
econony than a broad-based tax. She said she believes in
Al aska's schools, and Anchorage schools are full of choices.
Three of her sons attended Montessori school, and because of the
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mul ti-aged cl assroons, one teacher was a part of her famly for
ten years. "That's right. My children enjoyed the sane teacher
for ten years," she said. The teacher was truly part of their
famly. The school is in a diverse neighborhood and provides a
positive learning space for all students, no matter the incone
or the ability to give extra tinme. She would like to see nore
optional schools located in diverse neighborhoods. Every tine
she attends school functions, she conmes away with a greater
appreciation for how teachers strive to help her children |earn

"They know their students and they put a lot of time into

creating lessons that wll engage and challenge them" she
added. In two years, she will no |longer have children in school
but she wants the sane opportunities for others and is wlling

to help pay with an incone tax.

9:40: 40 PM

THEA AGNEW BEMBEN, Anchorage, said she supports HB 115. Her
famly noved to Alaska in 1973, and she attended Anchorage
schools. Her parents, brother, and she are self-enployed, and
they are not governnent enployees as sone people have clained.
She said she went to college and graduate school and cane back
and started a business. She enploys 18 people in professional-
| evel jobs. She is a snall business owner, and she pointed out
that the chanber does not represent her, nor do sone others who
testified claimng to represent snmall business owners. Her
business is doing fine, but what has limted its investnents
over the last few years is the uncertainty of Al aska' s econony.
The uncertainty is due to the drop in oil prices and the |ack of
a clear plan to fund Al aska governnent. She said it is flat-out
di shonest for Alaskans to think that they are not consum ng
government services every day. Every tinme you get in your car;
every time you go to the airport; every time you pick up the
phone; and every tinme you | ook outside and see people suffering
on the street and feel glad that there are public safety
officers willing to be there. She noted that today she saw
officers peacefully resolve a dispute. Alaskans all use public
services and all need to pay their share, she added. The anount
being contenplated by HB 115 is nodest and shared broadly. She
urged the commttee to support the bill as part of a fiscal

plan. She noted that she is the president of an elenentary
school PTA, and a recent survey of the teachers and famlies
asked what is needed nost, and it was snacks and clothing to
help with children's basic needs. Children need a strong schoo

to give them a good start in life, she stated. She urged the
commttee to nove forward wth a broad-based approach

9:43: 20 PM
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JULIE N ELSEN, Juneau, said she is a sole proprietor and she
supports HB 115. She said she has been in Al aska |ong enough to
W tness crises caused by oil prices, which then evaporated when
prices went up. A stable solution is needed, she stated. The
income tax is the |east regressive option. The proposed Senate
cuts go too far and will cut to the point where governnent is
not effective. She noted that she doesn't have children, but
taxes would go to the children in her comunity. She does not
have | oved ones that are suffering with drug addiction or out on
the street, "but | wuld gladly pay an incone tax for a
governnment that would support people having those troubles.” The
benefits from governnent are not always direct, but those
benefits increase everyone's quality of |ife, she concl uded.

9:45:16 PM

JOSEPH ROTH, Juneau, said he was born in Palner 57 years ago and
raised in Sitka. He said he has worked in Southcentral Al aska
and in Juneau, where he is now a private business owner wth
about 40 enployees. He stated that a state incone tax is not
going to nake his job any nore conplicated than it already is.
He has paid a state inconme tax in the past and is willing to pay
it again if it will assure intact education funding. He urged
the commttee to support HB 115.

9:46: 37 PM
KARLA HART, Juneau, said she is a lifelong Al aska resident and
remenbers paying a school tax on her first earnings as a teen.

"I was proud to do it, and |I felt like an adult paying for ny
education in a small way." She said she strongly supports HB
115. So many people have expressed support of the bill, and she

is with them

9:47: 38 PM

JEB STUART, Wasilla, said there are many facets to the bill. H's
wi fe home-schools their four children. "It's been entertaining
hearing the people spouting scripted talking points.” This isn't
necessarily an "educational bill." He said he has sone ideas

that are wunlikely to be politically correct but would allow
people to live within their nmeans. He said throughout the world
a boom always leads to a bust, "and we're following in the exact
sanme footsteps.” A Jay Hamond nmanuscript gives a play-by-play
of what is happening in Al aska as the state continues to not
want to hurt anyone's feelings and supports endeavors that have
no economc basis for existence, he stated. He said Al aska
continues to ignore the bloated cancer of big government with a
wel fare system run amuck, which is a recipe for disaster. It is
stupid to ook around at all the other states and countries that
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have made the sane choices by taking away the constitutional
right to benefit from natural resources. "They destroyed our tax
base by taxing businesses and the mddle class wuntil they
| eave.” Al aska's responsibility is to its children, he added,
and it needs to make hard choices to cut welfare "way back." For
exanple, a person should not be helped if on drugs. "If you
can't get your stuff together and take care of your kids,
there's options." For those who live in a conplex wth other
peopl e, he added, and who buy their food at the rice and bean
store, "you reattach a stigma to being on welfare and help
people who truly need it." No welfare for people who nake
$80, 000 a year who know how to work the system he said. There
should be no people with new houses and new cars buying pieces
of candy for their kids. If the comunity can't nmake it on its
own, "we don't subsidize it," he stated. "Nobody we know
supports using the dividend, which, as Jay Hammond said, is a
di scernabl e share, which is our portion of the natural resources
that the legislature is to use for the maxi num benefit of the
Al askan people or an incone tax to support a bloated
governnment." He said he supports the Dunl eavy pl an.

9:51: 28 PM

MARY KATASSE, Juneau, said she is originally from Hoonah and
nmoved to Juneau for work. She noted that she is part of a famly
of eight, including two enployed parents, an elder, a caregiver,
and three adopted special needs children. She questioned HB 115
and noted a coment by the chair saying that it is not earnmarked
for education. Her concern is that her kids' special needs noney
goes to the school, and it nakes it hard to use those funds for
what is needed. She said, "W nmake noderate noney; we have
supported | ocal businesses and Al aska businesses in Petersburg
and Juneau ...with hones, boats, and cars.” The one thing that
she is against is renoving funds from education and the elderly.
Her famly has always believed that those who can help, should
hel p. Alaska's situation took 40 years to make, she added. It
cannot be fixed this session, and she appreciates the tinme and
effort to correct an error that's been building for 40 years. "I
don't m nd paying ny own, because we do pay our own," she said,
in terns of federal and | ocal taxes. She said her worry is about
the people who can't pay. The PFD cuts affected many famlies
who are in poverty, and the incone tax would affect seniors on
fixed incomes. She said she is neither conpletely in support or
agai nst HB 115. She said not to further cut education or the PFD
for those in need, and then she can support of HB 115.

9:55:47 PM
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DARRELL SM TH, Juneau, said he is a disabled, retired operating
engi neer union menber, and in 2008 the |egislature asked himto
take a voluntary wage and benefit cut to help with this crisis.
"W voted that in ourselves, wthout any pressure from anybody
else.” He said COick Bishop can verify that. He hears teachers
whining and whining and whining, but he doesn't see the
teachers' union offering any cuts to wages or benefits. There is
a school admnistrator in Anchorage nmaking a mllion dollars a
year. He said he has a friend who just orders food "up there,"”
and he nakes $150,000 a year from the school district. He said
there needs to be a stop to stealing children's noney. He stated
that he is against HB 115, and he will do his part by not filing
for the PFD. "That's ny part,” he said. H's daughter has five
children and just bought a house, and she is maxed out on her
incone. House Bill 115 will ruin her credit, make her |ose her
honme, and his grandchildren wll also lose their honme, "so cut
your bl oated governnent sone nore, and if the public enployees
union don't want to give anything back, cancel their contract
and send them to arbitration, and cut their wages anyway, and
let them deal with it in the courts.” He said that is what he
woul d do if he was the governor.

9: 58: 03 PM

DAN DUNAVAY, Dillingham said he supports HB 115 and urged the
conmttee to pass it. There have been sone good suggestions on
how to inmprove it, including from a Juneau man and from Jason
CGust af son, and he hopes the comrmittee took note. He said he is
totally opposed to the attitudes of Senators Dunleavy and Kelly.
They are unrealistic and do not contribute to a solution. As a
resident of Dillingham he hears people from bigger comrunities
asking for cuts to bloated governnent, but they can't see the
i mpacts of the cuts out here in his rural comunity, which are
very real and happening right now Road maintenance has
significantly declined, and the city is down to bare bones and
turning the heat down. "W barely have a viable library; our

schools are cutting back on projects,” he explained. H's
comunity is seeing it daily. The boat harbor is struggling to
stay functional, even though fees have been raised. Dillingham
tried to tap sonme of the nonresident income by expanding its
borders, but that effort was defeated. "W can't bootstrap
ourselves,"” but an incone tax would work. He sees thousands of
workers in the area packing their noney hone  w t hout

contributing, and sone are very vigorous about avoiding spending
any nmoney in the state, from | ow paid processor workers to sone
very, very wealthy comercial fishernen, he noted. |nprovenents
can be made, he added, but he urged the conmittee to nove the
bill forward.
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10: 00: 18 PM

KURT SCHM DT, Delta Junction, said he is opposed to HB 115 at
several levels. The legislature has failed to cut spending to
mat ch revenue, and nenbers have been deceptive about applied
cuts and obscure wth the facts. "You disregard the (unclear)
suspendi ng the incom ng revenues indicative that the facts that

notivate your decision-nmaking processes,” he said, "and these
aren't the sane facts and realities that the voters nust contend
with in their homes.” Citizens don't get bribes and kickbacks

from | obby groups for fiscally irresponsible decision-making, he
expl ai ned, and nany |egislators shanelessly do. To inpose such a
heavy tax on Alaskans wll create a nmneasurable hardship on
famlies that reside here. The tax grossly favors the wealthy
and punishes the poor and mddleclass, he explained. The
exponential disparity in the proposed tax is very discouraging,
if not punitive, to the poor and m ddl ecl ass. A person earning
just under $50,000 pays 2.5 percent of their inconme, or $1, 250.
A person earning $100,000 will only pay 2.9 percent, which is
only 0.4 percent nore, yet they earn twice as nmuch noney. He
pointed out the disparity between disposable inconme versus the
amount of tax. A person earning just under $200,000 pays only
3.9 percent, which is only 1 percent higher than the |ast
bracket, but as wealth increases, so does the anount of
di sposable income, so the poor wll pay a great proportion of
their disposable income. A wealthy taxpayer will pay a nmere 1.9
percent higher tax while earning five tines nore noney, and the
loss to their disposable income will be negligible. Assum ng an
incone of $30,000 is the mnimum for a confortable living in
Anchor age—enough to rent an apartnent, pay utilities, and have
medi ocre health care and nodest clothing—that would nean that a
person who earns just under $50,000, can consider 40 percent of
their inconme as disposable; however, 70 percent of the incone of
a person making $100,000 is disposable. A person who earns
$200, 000 neans that 80 percent of their income is disposable, so
it is disproportionate. The tax inpacts the poor unfairly, he
concluded. He said a sales tax would be better, because there
are no |oopholes and corporations that buy supplies would be
kicking in to the tax, instead of sheltering an incone tax.

10: 04: 05 PM

CORINNE ROLLMAN, Eagle River, said she is a third-generation
Al askan. Her and her husband own rmultiple businesses, including
a comercial fishing business, an accounting business, and
multiple rental properties, with 18 enployees. An incone tax
woul d be detrinmental to her. Alaska has a Denali-sized budget
and is above the national average on a per-capita basis. She
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noted that 185,000 people are on Medicaid, and the state spends
$10 million on legal fees outside the state. Al aska has the
hi ghest education costs, but the legislature has not done its
job to trimfat. She opposes an inconme tax, because she does not
want to pay taxes on her retirenent income and on her capital
gains. She pays far nore in property taxes, and they pay 10 to
11 percent in unenploynent taxes, which is nore than nost people
pay. She is opposed to being taxed, because she is a lifelong
busi ness owner. She said she will not be inspired to work harder
and | onger, and she does not want to subsidize the tax deficit
and the budget on her shoulders any nore. She noted that the
constitution "says we should ensure the fruits of our |abor and
not be punished by our governnent." She asked her representative
to vote no.

10: 06: 18 PM

M CHELLE WHI TE, Palnmer, said she is a single nom a substitute
teacher, and working on a second degree to pursue better
enpl oynent, and she is against HB 115. She noted comments by
Gabrielle LeDoux: "If the Senate thinks they are going to get
out of (unclear)." She said she works for the people. (Unclear.)
She asked the committee not to conmpromise with the spend-crazy

House that refuses to make one single cut. "Do not succunb to
the tantrunms of our governor, who has not only one, but two
(unclear),” and who wants to throw nore noney at schools.

School s that are anbng the worst in the nation and don't prepare
students for college, she said. That is why she sends her
children to private schools, she said, and one daughter went to
college in the Lower 48, because the university in Anchorage
can't conpete. The governor has the audacity to push an incone
tax. "This debate is a farce in light of our bloated governnent
and failing schools.” She said fiscal responsibility begins with
| awmakers, the governor, and school districts, but Al aska spends
nmore per student than any other state and has pitiful results.
She said to not cut the PFD or tax people to offset "your past

overspendi ng." Taxes do not produce growh, she opined. She
suggested the conmittee nenbers take a class by Dave Ransey, a
"financial guru."” She said there will be a mass exodus from

Al aska if legislators pass an incone tax, an oil tax, or cut any
part of the PFD. She noved to Al aska 11 years ago for a job, and
she has sacrificed a ot to stay. Over that tine, the governnent
has ball ooned, and the legislature has nade the state unlivable
in terns of the cost of living and job prospects. She has read
about job losses, and six of her friends lost their jobs and
left the state, because it is an expensive place to live. She
herself, will leave if the legislature taxes her or taxes oi

conpanies or if she cannot get all her PFD. Her daughter has
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known only Alaska as her hone, and that breaks her heart. She
told the committee that if it ran a household like it is running

the state, "you would all be divorced and have runaway
children.” If the legislature passes HB 115, "Alaska wll
di vorce you." Taxes will go up, and there will be fewer people

to tax. "You work for us," she said, and "don't pass an inconme
tax, or an oil tax, and keep your (unclear) hands off our PFD."

10: 10: 51 PM

CRYSTAL SCHOENROCK, Kenai, said she is against an incone tax,
because [l egislators] decided that they would take a raise every
two years, "and now we are paying for it, because the oil fields
took a loss, and all of this, just so they could have a job."
But now, she said, we are paying for it and they still get a
rai se. They nmke $50,400 for three nonths, and she lives on
$12,000 per year. She is getting $746 a nonth from social
security, which "is like giving a squirrel nuts after it’s |ost
its dam teeth," she added. "So, now |I'm going to have to pay
nore?" She said she does not understand, and it bothers her that
| egi slators are neking nore noney, "and we have to pay. It's not
right."

10: 12: 59 PM

PH LLI P GRAY, Juneau, said he and his wife are senior citizens,
their taxes are high, and they oppose an inconme tax, because
they are just able to get by. He noted that the Juneau Enpire
reported that oil conpanies nmade a profit of $17 per barrel |ast
year in Alaska, while in nost countries they make only $1 to $5
on a barrel of oil. Had Al aska kept $12 per barrel, it would
have had $2.2 billion nore. Al aska needs to tax oil conpanies
far nore heavily. He noted another article that stated that
benchmar ki ng, or conparing Alaska with other states, was the
answer. In previous years, Al aska spent 5.4 tines the nationa
average per capita on capital and operating costs. In 2014,
Al aska spent 3 tinmes the national average. The total agency
operating budgets have been reduced by less than 1 percent.
Al aska spends 5.3 tines the national average on admnistration
1.7 tinmes the national average on public welfare, and 2 tines
the national average on education. It is clear, he said, that
Alaska is spending too much and should cut the 1 percent for
art. "Wien we spent $40, 000 of public noney on the bent piece of
green sheet netal in front of the Juneau nuseum it was too
much.” He said Alaska should let artists get off the public
wel fare wagon. He said, cut the state budget, tax the oi
conpanies a fair rate, and do not tax the public.

10: 15: 22 PM
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M KE ALBERTSON, Fairbanks, said he supports HB 115, but it is
not the best. Overall, Al aska needs an inconme tax. "I don't
think the oil industry can solve all of our issues," he added,
and the industry is underpaying in Al aska. He refuted an earlier
comment that service nenbers would be taxed on their housing
al l omance, nor would they be taxed on inmm nent danger pay. The
only service nenbers who would pay an inconme tax would be those
who declare residency in Al aska, he explained, and they should
pay their taxes just |ike anybody else. He said he is heartened
by the civil and positive coments of nobst wtnesses, but he
noted that sonme people referred to others as Comunists or
Socialists, and | don’t take (unclear) from anybody, anywhere.
The Senate has probably nade up its mnd, and sonetinmes these
hearings don't go anywhere. He appreciates Al askans who work in
the state (unclear). He said he appreciates the hard work of
Al askans who have lived here for thousands of years and are
taxed on their land. Indigenous people, he clarified. He finds
it unfortunate that business people are tal king about packing up
and |eaving because they aren't savvy enough to operate a
business in a state with an incone tax. Businesses in other
states have no problem operating. It is disingenuous that
busi ness people who have done well in the state seem to holler
the nost when it cones to stepping up to the plate, he added. He
said that if leaving the state because of an incone tax is true,
there would have been a nmass exodus of |owinconme people who
have lost half their dividends. The logic is not there, he
stated. The person representing the chanber of commerce stated
that Alaska would have the twelfth highest incone tax in the
nati on, but we would have the fourth |owest. He said he has seen
a lot of polls as well and heard one where nbst support an
incone tax. In 2014, there were 2.5 nonresidents hired by the
oil and gas industry for every Alaskan hired, and for every
nonresident laid off by the industry, there were three Al askans
et go. There are a lot of out-of-state workers that should be
contri buti ng. He questioned why legislator per diem is
i ncreasi ng, because the federal per diemrates for Anchorage for
| odgi ng and neal s have dropped.

10: 20: 49 PM

VENDY BRI NGHURST, Eagle River, said she, her husband, and her
six children canme to Al aska twelve years ago because of its "tax
structure.” Kill this bill, she stated. It is a lazy way to
control spending. She tells her children to get another job if
they want nore noney. The governnent takes noney away from the
citizens, she clained, and she wants it to stop taking her hard-
earned noney for wasteful prograns. Everyone who is for this
tax, "go ahead and volunteer your own noney if you're so
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convinced that it will get us out of the hole the governnent has
put us in, but don't volunteer ny noney. Spend your own."

10: 22: 26 PM

KRI STIN BELLONI O, Anchorage, said she supports HB 115. Anerican
aut hor John Greene said public education does not exist for the
benefit of students or their parents; it exists for the benefit
of the social order. Everyone benefits every day from public
education, she added. Al askans have been fortunate to pay no
income tax, but it is responsible to nove forward with HB 115 to
fund education. Schools don't make noney, so its value isn't
nonetary, but it creates citizens with know edge and skills to
become contributors to Alaska's econony. That is priceless, she
opi ned. She asked the commttee to prioritize education and pass
HB 115.

10: 24: 13 PM

CATHY MOSHER, W/Illow, said the bill should be a no vote. Steve
St. Cdair and Mchael Dunleavy had a good proposal. M chael
Chanbers has, Brad Keetly has. "You have heard a |ot of good
suggestions tonight on how to fix the budget, and | hope that
you will listen to themand do it."

10: 24: 53 PM

JESSI CA PRI CE, Anchorage, said she works every night to pay for
groceries for her husband and three children. The passing of the
bill would cut into her disposable income. She said she is a
property owner, and nore tax on her famly would create nore
devastation for her famly, and she wouldn't be able to pay for
clothes and food, and she would end up depending on the
government. An increase in governnment decreases the noney she
can spend. She asked the conmttee to kill HB 115.

10: 26: 06 PM

ALAI NA CLARK, Wasilla, asked the commttee to stand firm agai nst
HB 115. She is a single mom with two children and no child
support. "I work full time and often struggle to bal ance nmy own
budget,” she stated. She has two choices: painful cuts or
additional sources of inconme, and she starts by cutting all
nonessenti al spending by not getting a haircut or not watching a
nmovie. "It mght even nmean that | nake |ess expensive grocery
choi ces, cut driving down to necessary trips only." If she still
needs nore noney, she said she |ooks for a second job. The |ast
thing she would do is raid her children's piggy banks. A surplus
for her is incredibly rare, and it goes to the next nonth, she
expl ai ned. The state needs to cut pork and not see hard-working
Al askans, even very rich ones, as cash cows to be mlked.
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Weal thy Al askans often supply jobs for other Al askans who wil

just get by. "If we must have a tax, let it be a sales tax that
everyone pays." Not everyone works, but everyone shops, she
said. Then everyone will have skin in the gane. House Bill 115

woul d foist a tax only on working Al askans. The rule of use-it-
or-lose-it has l|led to wasteful spending by public schools,
i ncl udi ng unnecessary sound system upgrades just to use up extra
noney, she stated. The Mat-Su school district is currently
gunning for charter schools, and they do a lot nore with a |ot
| ess. She suggested elimnating the use-it-or-lose-it policy and
all ow schools to save for a rainy day. An incone tax would make
it harder for everybody who works, she concl uded.

10: 29: 38 PM
ED MARTIN, Cooper Landing, said he is watching via the internet
from Hawaii, "but | care about ny state.” The revenue problem

exi sts because of out-of-control state spending. He said he has
been listening to single nothers and small busi nesses, "and you
fol ks have an obligation to these people to do what is right,”
which would be to sell sone of Alaska's land to create new
wealth by private individuals. The country was founded on
protection of property rights, and the constitution says
basically the sane thing: nmaxi num benefit to the people. He said
his dad gave up mneral rights when honesteadi ng so ot her people
could have hones, and then he sold it. He passed on |and that
was swindled out of himfor his mneral rights, he explained. He
filed for his homestead | and before statehood, and he voted for
statehood. In the end he was sw ndled out of his mneral rights.
"You folks don't wunderstand this, apparently.” The econonic
experts at | SER never use selling Alaska as a matrix for solving
sone of its problens. "W need fast cash,” he said. He said it
was terrible that the legislature robbed the permanent fund.

"The offer that | mde you that gives you all political cover
for the wongful deeds you' ve done in taking the PFD away, you
can give back to the people sinply in a |and voucher." He said

that is what Al aska needs, an expanded tax base and a way to
create wealth. Do not pass HB 115, he stated.

10: 32: 56 PM
CHAI R COSTELLO cl osed public testinony on HB 115 and held the
bill in commttee.

10: 33: 47 PM
There being no further business to cone before the conmttee
Chair Costello adjourned the Senate Labor and Commerce Conmttee
at 10:33 p. m
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