
C O M M I T T E E  R E P O R T

S E N A T E

FURTHER

2/23 /8 3

D a t e

M r .  P r e s i d e n t :

T h e  C o m m i t t e e  o n  F I H A H C E h a s  h a d S B  53

A u t h o r i z i n g  m u n i c i p a l i t i e s  to exempt. b u s i n e s s  i n v e n t o r i e s  f r o m  
t a x a t i o n ;  eff. d a t e

u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  
r e p o r t s  i t  b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

c ]

[ ]

d o  p a s s  [  ] d o  n o t  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS f o r  ___________________________________________

a n d  r e c o m m e n d s  _________________

[  ] s a m e  t i t l e  
[ ] n ew  t i t l e

[ ] 

[ 1

I ]

AND a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] New F i s c a l  N o t e

r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  t o  t h e   C o m m i t t e e

MEMBERS S IG N IN G  
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDAT IONS :

u. f t

/\ <a \

v I'J i1' j  y  <■

v ) * r  : . .

/ /

CHAIRMAN

  : . 1___   : • -   ■ - b1- '



■.

C O M M I T T E E  R E P O F l  

S E N A T E

.1/18/83

F U R TH ER : F I N A N C E

D a t e :  '3 -

M r .  P r e s i d e n t :

The Commit tee  on Community & R e g i o n a l  A f f . has  h ad  SENATE BILL NO. 53

" A n  A c t  a u t h o r i z i n g  m u n i c i p a l i t i e s  to  e x e m p t  b u s i n e s s  
i n v e n t o r i e s  f r o m  t a x a t i o n ;  eff. d a t e . "

u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  
r e p o r t s  i t  b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

^ ^ d ^ p a s s  [  ] d o  n o t  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS f o r  ___________________________________________

a n d  r e c o m m e n d s

[

[ ] 

[ 1
[  ]  s a m e  t i t l e
[ ]  n e w  t i t l e

[  ]  AND a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [  ]  N ew  F i s c a l  N o t e

[  ]  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[  ]  r e f e r r e d  t o  t h e  ___________________________________________________________C o m m i t t e e

MEMBERS S IG N IN G MEMBERS H A V IN G  
OTHER REC O M M EN D A T IO N S :

S 60 (Rev. 12/78)

C H A I R M A N



  ------------------------------------------------

' «

. . • ‘ • • , •
• .

" :.'r :.vK-'v :■■■•-.• .r-'* -
. : •

t- ’

■ • ;  ■ - '

Introduced: 1/18/83
Referred: Community and Regional

Affairs and Finance

1 IN THE SENATE BY MULCAHY AND KELLY

2 SENATE BILL NO. 53

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act authorizing municipalities to exempt business

7 inventories from taxation; and providing for an

8 effective date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 29.53.025(b) is amended by adding a new paragraph to

11 read:

12 (3) exempt business inventories from taxation.

13 * Sec. 2. AS 29.45.050(b) is amended by adding a new paragraph to read:

14 (4) exempt business inventories from taxation.

15 * Sec. 3. Section 1 of this Act is repealed.

16 * Sec. 4. Sections 2 and 3 of this Act take effect on the effective

17 date of a version of an Act revising AS 29 passed by the Thirteenth Legis-

18 lature and enacted into law.

19 * Sec. 5. Section 1 of this Act takes effect immediately in accordance

20 wi t h  AS 01.10.070(c).
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T A X E S / F I S C A L

1. Q UESTIO N

Should the portion of the Alaska Employ­
ment Security Tax paid by the employee be 
increased?

Favor Oppose Undecided

82% 14% 4%

BA C KG R O U N D

Alaska statute mandates employers to 
pay the majority of the cost for the Alaska 
Employment Security Tax. Since 1981, the 
employer has paid an average of 82%, the 
employee an average 18%. It has been 
proposed that the law be amended so that the 
employee pays a greater portion of the tax— 
up to 50%.

Proponents argue that there is already a 
heavy burden on small businesses to pay a 
going wage to employees. For every $ 100 of 
wages paid, an employer must pay $5 or 
more for the Employment Security Tax, 
workmen’s compensation and other benefits. 
Frequently these costs cannot be passed 
through to customers or clients, so, the small 
business must take it out of r>rofi : which are 
often minimal. Since employees receive the 
benefits from the program, it is argued that 
they should contribute a greater portion of 
the cost

Opponents argue that the Employment 
Security Tax is one of many costs employers 
should expect to pay when a worker is hired.

W ilson S. Johnson , President

2. Q U ESTIO N

Should the state provide funding for a new 
program to provide small business loans at 
moderate (12%) interest rates to stimulate 
small business development throughout the 
state?

Favor Oppose Undecided

sax 2SSL2 12

BA C KG R O U N D

Over the years, the Alaska Legislature 
has created many loan programs for various 
purposes.

A small business loan program was ad­
ministered by the Division of Business Loans 
in the Department of Commerce and Eco­
nomic Development until July 1,1981,  
when that funding was terminated. The 
Small Enterprise Fund was then created 
within the Alaska Industrial Development 
Authority to make loans to small business, 
provided the loan was guaranteed by the 
federal Small Business Administration. The 
law also required the business to apply for a 
loan through a local bank.

Those in favor of a new, separate small 
business program argue that the program 
under the Alaska Industrial Development 
Authority is not effective for businesses who 
need to borrow less than $100,000 since 1) 
the largest bank in the state refuses to 
process such loans; 2) those applying for 
loans are discouraged by numerous forms 
and requirements necessary for a Small

Business Administration guarantee; 3) those 
banks which do process the applications 
discourage loans for less than $100,000 
since the loan fee does not adequately 
compensate for processing the loan; 4) in­
terest rates under this program have always 
exceeded I6% —not much less than normal 
bank rates and thus of little assistance to 
small business; 5) small businesses often 
need only loans of $25,000 to $50,000.

Others argue that the current program 
adequately meets the needs of small busi­
nesses even though there are some problems. 
They point out that several loans have been 
made for amounts less than$ 100,000 during 
the past year.

3. Q U ESTIO N

Assuming a new, small business loan 
program is created, should the program be 
administered by local banks rather than a 
state agency such as the Division of Business 
Loans?

Favor Oppose Undecided

71%
i

21%. SSL 13

B A C K G R O U N D

Some supporters of a state loan program 
for small businesses question the most effi­
cient and effective way to administer the 
program. Some claim that local banks are 
most knowledgeable. They further state that 
administration by local banks would also



prevent the addition of more state employees 
* to operate the program.

Those opposing the concept of adminis­
tration by the banks argue that many banks 
are as bureaucratic as state government in 
processing loans. Also, the Division of Busi­
ness Loans has made loans for several years 
and does have tfie expertise to operate the 
program effectively. Further, the fees paid to 
banks by the state could pay for additional 
positions for the state's administration of the 
program. It is also pointed out that programs 
administered by banks tend to ignore the 
needs of rural communities wi -̂re banking 
services are not adequate.

4. Q U ESTIO N

Should business inventories be exempted 
from local property taxes?

Favor Oppose Undecided

8 8 % _9%  3% 14
I 2 3

B A C K G R O U N D

Many states and local communities in 
other states, exempt business inventories 
from property taxes. Those arguing for the 
exemption claim that taxing business inven­
tories discourages business growth. It also 
discriminates against businesses which main­
tain inventories. Often, a business doesn't 
own the inventory, a bank holds the financ­
ing loan. Thus, a company pays interest to 
finance the inventory and must also pay tax 
on that inventory.

There are many who also believe that only 
those items with extended life, such as land, 
buildings, and equipment should be subject 
to property tax. To replace the revenue lost 
by local municpalities from the inventory 
tax exemption, the millage rate could be 
increased slightly on all remaining property, 
both business and residential. The exemption 
could be phased in to ease the impact on 
local governments.

Those opposed to the inventory tax ex­
emption believe that the local government 
tax base should not be eroded by exempting 
property. Further, they argue that business 
inventories have traditionally been included 
as part of the property tax base. To recover 
the revenue lost from the exemption, local 
governments may need to increase the mil- 
lagc rate on residential property, and that is 
politically unpopular.

5. Q U ESTIO N

Should the funds appropriated for the 
Permanent Fund Dividend Program be used 
for new harbors, airports and roads through­
out Alaska instead of the individual grants to 
residents?

Favor Oppose Undecided

61% 31% 8 % „
I 2 3

B A C K G R O U N D

Many people throughout Alaska have 
stated that the funds appropriated to the 
Alaska Permanent Fund Dividend Program 
would be better spent constructing new or 
improved harbors, airports, or roads rather 
than in making payments to each resident of 
the state. These capital expenditures would 
improve the quality of life for residents of the 
state for years to come. Further, it is argued 
that too often the dividends are frivolously 
spent by recipients.

Proponents of the Permanent Fund Divi­
dend Program argue that individual residents 
should determine, how to spend the income 
from Alaska’s natural resources and the best 
way is to make the payments directly to each 
person. Many who review the Legislature’s 
annual appropriations claim that much 
mone y is also frivolously spent by the state. 
Further, millions of dollars are alrer'dy 
appropriated annually for harbors, airports 
and roads.

L A B O R

6. Q U ESTIO N

Should all primary corporate officers be 
given the option of exemption from the 
Alaska Employment Security Act?

Favor Oppose Undecided

m  j s % _ 8 %  l6
I 2 3

B A C K G R O U N D

During this past legislative session, a law 
was passed permitting corporate officers 
who own 25% or more of a corporation’s 
outstanding voting stock to elect exemption 
from the Alaska Employment Security Act, 
the program which provides unemployment 
compensation. The proponents of extending 
this exemption to all primary corporate 
officers argue that most, if not all, corporate 
officers never file for unemployment com­
pensation and thus pay a tax for benefits 
they will never collect

Some say allowing officers with 25% or 
more of a corporation’s stock to elect ex­
emption was a good change but did not go far 
enough. The individual election should allow 
each corporate officer to remain in the UC  
program, if so desired.

Opponents of the extended exemption say 
there are many individuals who pay the 
unemployment tax who likewise never col­
lect benefits. Corporate officers, therefore, 
should not be specifically entitled to the 
exemption.

7. Q U ESTIO N

Should the wage base for computing work­
men’s compensation benefits be changed 
from the current average weekly wage to the 
spendable weekly wage?

Favor Oppose Undecided

72% 16% 12%
I 2 3

ti I
B A C K G R O U N D

Present law provides that the computation 
determining an injured employee’s loss of 
eamings be based on the average weekly 
wage of the employee during any one of the 
previous three years. Obviously, the em­
ployee will choose the year of highestwages. 
The result is that an employee often ends up 
with an income equal to or greater than the 
amount earned if the employee had been 
working This provides little or no incentive 
to return to work. Using the spendable wage 
base reduces the employee’s gross income 
which causes a reduction in benefits paid 
and thus results in lower W C pr 4miums paid 
by employers.

Proponents of a change to the spendable 
weekly wage believe that there should be 
some incentive for a speedy return to work. 
The current system encourages the delay in 
that return to work.

Those opposed to changing from the cur­
rent wage base argue that an employee 
should receive a reasonable income when 
unemployed due to an injury. The workers’ 
living expenses continue, and so should their 
income; also, the W C benefit payments in 
many cases are much less than what an 
injured worker would currently earn if work­
ing

8. Q U ESTIO N

Should the maximum benefit paid under 
workmen’s compensation for a permanent 
partial disability be increased?

Fav.or Oppose Undecided

17% 65% 18%
I 2 3

8 A. If you favor an increase, indicate what 
maximum percentage increase you prefer.

10% 20% 35% Undecided

26% 2_6%_ 11% 37%
1 2  3 4

B A C K G R O U N D

During the last legislative session, an 
increase of 35% in the maximum benefit for 
permanent partial disability was proposed. 
This provision was passed by the House but 
subsequently defeated by a Senate committee.
A permanent partial disability includes the 
loss of ail or part of a limb or faculty, such as 
the sight in one eye. It is anticipated that the 
permanent partial disability increase will be



proposed again during 1983. Apparently, 
the increase was proposed because the max- 
imums payable had not been increased for 
several years. It is estimated that the 
proposed increase of 35% in maximum 
benefits would cause an average increase of 
10% in total premiums.

c o n s 't i t u t i o n a l  

A M E N D M E N T

9. Q U ESTIO N

Should legislation sessions be limited to a 
specified number of days with a maximum of 
two 15-day extensions, provided that each 
extension is approved by two-thirds of both 
chambers?

Favor Oppose Undecided

r ,% 1 1 % 3%
I 7 3

9 A. If you favor a limitation, indicate the 
maximum number of days you believe the 
Legislature should be in session, excluding 
any permitted extensions. (If you prefer no 
limitation, then mark “Oppose.”)

90 days 58%

105 days 2.1%

120 days 10% . 21

Oppose —3%.

Undecided _2%.
5

BA C KG R O U N D

On the 1982 Alaska State Ballot, 78% of 
those members responding favored a 90-day 
limit for legislative sessions. However, the 
legislation which passed the House and 
nearly passed the Senate would have limited 
the session to 120 days with a provision for 
one 15-day extension, if approved by a 
majority of both houses. The predominant 
feeling was that a 90-day limit was too short; 
that a 120-day limit was better. As a com­
promise, a 105-day limit has been suggested 
with a provision for two 15-day extensions. 
Although the legislative session could last 
for 135 days, the time would depend on the 
presence of an issue which two-thirds of the 
legislators voted to resolve prior to adjourn­
ment

G O V E R N M E N T

10. Q U ESTIO N ,
Should the Legislature authorize an anal­

ysis to determine what present activities of 
state government could be more effectively, 
efficiently, and less expensively performed 
by private enterprise?

Favor Oppose Undecided

84% 13% 3%

BA C K G R O U N D

One issue strongly supported by NFIB/ 
Alaska would prevent state government from 
competing with private enterprise. On the 
1982 NFIB/Alaska State Ballot 97% of 
voting members favored the state contract­
ing with the private sector for goods and 
services whenever it is cost effective. In the 
past the primary problem has been identify­
ing those activities which should be con­
tracted out. During the 1982 legislative 
session, a bill was introduced to provide the 
Legislature with a detailed analysis of the 
functions of state government which could 
be more effectively and less expensively 
performed by the private sector. Since this 
bill was introduced late in the session, there 
was insufficient time for its consideration. 
This question is asked to ascertain if the 
membership considers the analysis proposal 
an appropriate step to take in pursuing this 
issue.
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