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Alaska J8>tate HcgisfiaturkE
Senator Ere/tfevries. Chairman
Members

Senate Senator Ferguson. Vice Chairman
Senator Coghill
Senator SturgulewsKi
Senator V Fischer

Committee on Pojch v

Official Business Jut,nan. Alaska 99S11

Community ant) Regional gffatrs
COMMITTEE MEETING - April 15, 1986

CS for HB 697 (HESS) - An Act prohibiting municipal sales tax
on purchases made with tood stamps; and
providing for an effective date.

A Federal law enacted in December of last year provides that
the Food Stamp Program cannot be administered in states where

tax is charged on purchases made with food stamos. HB 697

would impact municipalities and retail grocers in Alaska.

There would “sortie c to grocers in changing accountina pro—
cedures .

Scott Burgess, Fxecu Director, Alaska Municipal Teague, has
been requested to attend today"s meeting and advise the Committee
of the AMD position with respect to the lead time required. The

deadline for state compliance with the Federal 1law is October 1,
1986 unless an extension 1is requested.

John Taber, Dir. of Pub. Assistance, Deot. of Health & Social
Services, will testify on the bill.

Material attached:

ePosition paper from DH&SS dated 3-20-86 on the bill

eFiscal Note from DH&SS dated 3-20-86 on the bill

eLtr from R. Hicks Elmore, Reg. Admin., Western Reg. , U.S.
Dept, of Agriculture dated 2-03-86 to Commissioner Pugh, DH&SS

eMemorandum from Atty. Gen®1 Haro.id Brown to Commissioner Pugh
dated 2-14-86

eLtr from Commissioner Emil Notti, DC&RA, to Representative
Peter Goll dated 3-24-86

Rill history

eMemo from Representative Gruenberg to Senator DeVries dated
4-11-86



Offered: 4/1/86
Referred: Rules

Original sponsor: Health, Education and

IN THE HOUSE

Social Services Committee

BY THE HEALTH, EDUCATION AND

CS FOR HOUSE BILL NO. 697 (HESS)

IN THE LEGISLATE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act prohibiting municipal

BE

SOCIAL SERVICES COMMITTEE

sales tax on purchases

made with food stamps; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 29 .10..200(40) is amended to read:

(40) AS 29.45.650(c)™ [AND] (d), and (f) (sales and use tax)

Sec. 2. AS 29.10.200 is amended by adding a new paragraph to read:

(47) AS 29.45.700(a) (power of levy)

Sec. 3. AS 29.45.650(a) 1is emended to read:

(a) Except as provided in (f) of this section,

levy and collect a sales tax not exceeding

a [A] borough may

six percent on sales,

rents, and on services provided in the borough. The

apply to any or all of these sources. Exemptions may

ordinance.

sales tax may

be granted by

Sec. 4. AS 29.45.650 is amended by adding a new subsection to read:

(f) A borough may not levy and collect a sales tax on a purchase

made with food coupons, food stamps, or other type

ssued under 7 U.S.C. 2011 - 2025 (Food Stamp Act).

of certificate

This subsection

applies to home rule and general law municipalities.
Sec. 5. AS 29.47~.700(a) 1is amended to read:
(a) A city in a borough that levies and collects areawide

and use taxes may levy sales and use taxes on
borough in the manner provided for boroughs.

assembly may by ordinance authorize a city to

-1-

all sources taxed by the

The [, EXCEPT THAT THE]

levy and

collect sales

CSHB 697 (HESS)

sales



and use taxes on other sources except purchases made with food cou—

pons . food stamps, or other type of certificate issued under 7 U.S.C.

2011 - 2025 (Food Stamp Act). This subsection applies to home rule

and general law municipalities.

* Sec. 6. This Act takes effect October 1, 1986.

CSHB 697 (HESS)
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HOUSE BILL NO. 697

"An Act prohibiting municiP_aI sales tax on purchases made with food stamps;
and providing for an effective date.”

BACKGROUND

On December 23, 1985, the Food Security Act of 1985 (Public Law 99-198) was
enacted. Title XV, Subtitle A, of this Act modifies the Food Stamp Act of
1977. One area that requires Immediate attention of the Alaska State
Legislature concerns charging tax on items purchased with food stamps.

Section 1505 states that, as of October 1, 1986, the Fond Stamp Program

cannot be administered in states where tax is charged on purchases made

with food stamps. An extension of up to one year _E{October 1, 1987) may be
?ranted_ if the state can justify, to the satiSfaction of the Secretary of

the United States Department of Agriculture, that more time is needed’ to
implement this chan?e. The Act says that an extension may be (11|ven If the
state demonstrates that implementdtion by Qctober 1, 19867 would have an
adverse and disruptive effect on the administration of the Food Stamp

Program or would = not provide adequate time  for retail stores to implement
changes in sales tax policy.

PURPOSE OF FEDERAL AMENDMVENT

This amendment to the Food Stamp Act provides equity of food purchasing
power between persons Par_tmlpa ing in the Food Stamp Program and living in
areas. where taxes are levied on food items and food stamp”households
residing in areas where food items are not subject to taxation. There are
20 statés that charge either state or local sales tax on food purchases.
According to CongreSsman Leon Panetta, Chairman of the Subcommitteg on
Domestic Marketm?, Consumer Relations and Nutrition, "This (Amendment)
would Put an end to what Is, in effect, a transfer of revenues from the
Federal Government to Sta”e and local government at the expense of
low-income households.

IMPACT
If this proposal is enacted, the impact varies from none to moderate.

There will be no impact on the Department of Health & Social Services,
Division of Public Assistance (the agency administering the Food Stamp
Program) at the Central Office, Regional or District Office levels.

There will beW% small go_smve |mpact on those Food Stamp Program
Bartmlpa_nts 0 reside in areas thatlevy taxes on items that maybe
ought with food stamps. If a municipality has a four percent sales tax
anda food stamp household living in that Tommunity. spends $/8 worth of.
food stamﬁs prior to the enactment and implementdtion of this legislation,
the household would have spent $3 of their food stamps paying tax on their
Purchases. This bill allows those low income households to use all their
ood stamps on food items.
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The degree of ne_?ative impact municipalities that levy taxes on these
certain items will experience depends on the percenta%e of taxation levied
and the number of Food Stamp Program participants that shop in the
municipality. According to a study conducted last year by the Department
of Community and Regional Affairs, it was estimated” that In 1984, $300,000
In revenues were generated by purchases made with food stamps.

The grocery stores in areas levying taxes will, undoubtedly, be impacted
the most by this bill. Each store will need to make alterations to their
accounting bookkeeplng si/st_ems. Computerized cash registers will have to
be reprogrammed to take this change into account. In stores where
automation does not exist, hand methods of calculating this change will
have to be established.

17 this proposed legislation is not passed, every group mentioned above
will be negatively impacted.

On the average, 26,826 people, or 8,942 households particitpate_in the Food
Stamp Program each month in Alaska. These people will suffer irreparable
harm, physically as well as economically, through the loss of their food

purchasing power.  Many households have no money to buy food: food stamps
are their only tender at the grocery store.

The State will lose approximately $4.5 million annually in Federal matching
funds hecause, besides providing ail the food stamps issued in Alaska, the
U.S. Department of Agriculture also provides 50 Bercent of the
administrative costs for runnl_n? the Food Stamp Program. Staff will be cut
in_The Division of Public Assistance's Central Office, Regional Offices and
District Offices, since the Degart_m_ent will be losing one of the major
programs administered by that Division.

Grocers would be greatly impacted if the Food Stamg Program no longer
existed in Alaska. It is projected that $25,000,000 in food stamps will be
issued to Alaskans during 1986 and the majority of that amount is spent at
?rocerles in Alaska. Without that revenue and no food program to reﬁlace
he Federal program, many grocers would suffer severe economic hardship.

RECOMMENDATION

The Department of Health and Social Services _stron_?ly recommends the
passage of this bill. Although passage of this bill appears to cause a
decline in revenue to certain municipalities and a_revision in =
bookkeeping/accounting methods for gfrocery stores in these municipalities,
loss of the Food Stamp Program in Alaska would hurt one out of every 20
Alaskans, cause far greater revenue declines at all levels, and remove a
major revenue source for Alaska's grocers, wholesalers, and shippers.
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Recommended by:
sion of Public Assistance
Date: ™7 C

Approved by:
P / AN John R, Pugh®/Commiss/oner
1) Degartment of Health &
ocial Services

Date: 3-20- "kCs.
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision D ate:

REQUEST FISCAL DETAIL
Bill/Resolution N o.: HB No. 697 Agency Affected: Health & Social Services
Title : Prohibiting Municipal sales BRU - Pub 1ic Assistanc.e/Administratit

tax on purchases made with food
stamps.
Sponsor: _ Health. Ed. and Spc. Svcs.-Comm. rnmr n.n,te Eligibility Determination
Requestor

Date of Request: R/IR/ftfi
EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 83 FY 89 FY 90 FY 91
PERSONAL SERVICES -8- N '0' "U- V- -U-
TRAVEL -U- -V- -u- -u- -0-
CONTRACTUAL |- -U~ -0- -U- -U- -U-
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LAND & STRUCTURES | 0" -N- _ﬁ_ _8_ -0- -0-
GRANTS, CLAIMS —o- n_ N U, AN -N.
MISCELLANEOUS P -n- -p.
TOTAL OPERATINC ~  _g. -N- -N- 0- . ,-O- _J-

CAPITAL -0 - -0 - -0 - -0 - -0 - -0 -

REVENUE -0- -0- -0- -0- -0- -0
FUNDING : (Thousands of Dollars)

GENERAL FUND -0 - -0 - -0 - -0 - -0 - -0 -
FEDERAL FUNDS -0 - -u - -0 - -u - -0 - -u -
OTHER -0 - -0 - -0 - -0 - -0 - -0 -
TOTAL -n- -n- -n- -n- -n- -n-

POSITIONS

FULL-TIME -0 - -0 - -0 - -0 - -0 - -0 -
PART-TIME -0 - -0 - -0 - -0 - -0 - -0 -
TEMPORARY -0 - .0 - 20 - _0- 20 - .0 -
ANALYSIS : Attach a separate page if necessary

This measure provides a positive impact or. those Food Stamp Program participants
who residp in areas that levy taxes by allowing those low income households to
use all their food stamps on food items. It does not establish any program or
function which woulcompact the Division of/ Public Assistance.

Prepared by: .JohnJL
Division : _  Di.v.is.in Puhlir Assistance -l£nf @

Approved by Commissioner:
Agency: Department, nf Health” SociallS8evivcres -

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
O ffice of Management and Budget

Impacted Agency(ies) page of 1CV25/85



U~ ted Slates Food and Western
Department of Nutntjon Region
Agriculture Service

550 Kearny Street
San Francisco. CA 94103

FEBO 3198B

HR JOHN R POGH

COMMISSIONER

STATE DEPARTMENT OF HEALTH AND
SOCIAL SERVICES

ALASKA OFFICE BUILDING POUCH H-01

JUNEAU AX 99811

Dear Hr. Pugh:

President Reagan signed the Food Security Act of 1985 (Public Law 99-198,
commonly known as the Farm Bill) on December 23, 1985. This Act mandates
that "a State may not participate in the Food Stamp Program if the
Secretary determines that State or local sales taxes are collected within
the State on purchases of food made with coupons issued under this Act*.
The Act provides that this pro® ision is to become effective, with respect
to a State, beginning on the irst day of the federal fiscal year that
commences in the calendar year during which the first session of the State
legislature is convened following enactment of the law. States may delay
the effective date to no later than October 1, 1987, if they can satisfy
the Department of Agriculture that implementation of the sales tax
provision would have an adverse effect on State program administration or
vould provide inadequate time for retail stores to implement changes in
sales tax policy as a result of the legislation.

The enclosed letter was r_iled to your Governor on January 21, 1986, to
alert him of the sales taxes requirements as well as those provisions to be
implemented by Hay 1, 1986. Thi3 Department is in the proce33 of drafting
program regulatory amendments designed to implemert the requirements
mandated in Section 1505 of the Food Security Act of 1985. However, we
suggest that you begin working with your legislature immediately if your
State is now charging a sales tax on food stamp transactions. If you
determine that a delay in removing the sales tax on food purchased with
coupons will be needed, your Governor should notify the Secretary of the
Department of Agriculture of the State'3 intention to seek snthority to
delay the effective date to no later than October 1, 1987. Simultaneously,
all supporting evidence for the delay should be forwarded to this office.



Dear Governor:

The Peed Security Act of 1985 (P* bile Law 99-J9S) was signed Inlo law by
President Reagan on December 23, 1983. 5'ction 1505 of the bill mandates that "a
State may not participate In the Food Stamp Program if the Secretary determines
that State or local sales taxes are collected within that State on purchases of food
made with coupons Issued under this Act". The Act provides that this provision Is
to become effective, with respect to a State, beginning on the first day of the
federal fiscal year that commences in the calendar year during which the first
session of the State legislature Is convened following enactment of the law. States
may delay the effective date to no later than October 1, 1987, if they can satisfy
the Department of Agriculture that implementation of the sales tax provision
would have an adverse effect on State program administration or would provide
Inadequate time for retail stores to implement changes in sales tax policy as a
result of the legislation.

This Department Is in the process of drafting regulatory amendments designed to
Implement the requirements mandated in Section 1505 of the Food Security Act of
1985. Howevrr, since many State legislatures will probably convene prior to our
Issuance of final regulations, we urge your 5tate legislature to complete those
actions necessary to change any law(s) in order to avoid exclusion of your State
from Food Stamp Program participation under the provisions of Section 1505. Your
cooperation in assuring your State's continued participation in our program

through this action would be greatly appreciated.

Additionally, we can assure you that the Department has assigned priority status to
the formulation of regulations implementing Sections 1311 and 1319 of the Food
Security Act of 1985. These sections raise the program's earned income, shelter
cost, and child care deductions as well as the asset limit and are effective

May 1, 1986. We anticipate that program regulations implementing these
provisions of the Act will be issued as final regulations no later than April 1, 1986.
Accordingly, the agency responsible for administration of the Food Stamp Program
In your State should begin to plan and initiate action as appropriate to ensure that
the provisions of Section 1511 and 1519 of the Food Security Act will be
Implemented promptly on May 1, 1986 as required by law.

Thank you for your cooperation and assistance in this important matter.

Sincerely,

ROBERT E. LEARD
Administrator



Mr. John Pugh

Page 2

We will be in contact Kith you in the near future to provide additional
guidance on the specific information required to document the need for a

delay in implementation of the effective dates.

Sincerely.

Enclosure



MEMORANDUM State of Alaska

FROM

By:

Honorable John Pugh date February 14, 1986
Commissioner
Department of Health and fileno 66-3-86-0317
Social Services
TELEPHONE NO 465-3603
Harold H. Brown subject Sales taxes on food
Attorney General stamp purchases

George W. Edwards
Assistant Attorney General
Human Services-Juneau

You have asked for our evaluation of the potential

impact of certain recent federal food stamp legislation on the
state"s food stamp program eligibility.

the

We believe the legislation in question could result in
termination of state participation in the federal food stamp

program if certain sales tax restrictions are not implemented.

Section 1505 of the Food Security Act of 1985 (H.R.

2100) amends the Food Stamp Act at 7 U.S.C. & 2013(a) to provide

that:

[A] State may not participate in the food stamp

program if the Secretary determines that State or

local sales taxes are collected within that State

on purchases of food made with coupons issued

under this Act.

Alaska boroughs and cities are currently permitted to
collect sales taxes on sales, rents, and services without
restriction. AS 29.45.650(a) states:

(a) A borough may levy and collect a sales

tax not exceeding six percent on sales, rents, and

on services provided 1in the borough. The sales

tax may apply to any or all of these sources.

Exemptions may be granted by ordinance.

AS 29.45.700 states:

W-oolair*™* iart)

(a) A city in a borough that levies and
collects areawide sales and wuse taxes may levy
sales and use taxes on all sources taxed by the
borough in the manner provided for boroughs,
except that the assembly may by ordinance
authorize a city to levy and collect sales and use
taxes on other sources.



Honorable John Pugh, Commissioner February 14, 1986
Department of Health and Social Services Page 2
66-3-86-0317

(b) A city 1in a borough that does not levy
and collect sales and use taxes for areawide
borough functions may levy and collect sales and
use taxes in the manner provided for boroughs.

(c) A city outside a borough may Jlevy and
collect sales and use taxes in the manner provided
for boroughs.

A study conducted by the Department of Community and
Regional Affairs last year found that Alaska-“s food stamp
purchases during 1984 totaled $19,788,02". The department
estimated that these purchases generated approximately 6300,000
in sales tax revenues. Its conclusion was that the loss of sales
tax revenues from food stamp purchases would have 1little effect
on revenue sharing or local government operations.

Since Alaska®s current sales tax laws do not require
that municipalities exempt food items purchased with food stamps,
legislative action will be necessary to assure that the state
will continue to qualify for the federal program.

Proposed legislation accompanies this memorandum. It
creates an exception to existing sales tax Jlaw by prohibiting
taxation of food purchases made with food stamps. You will note
that it conforms to the requirements of section 1505 in not
prohibiting taxation of purchases of non-food items made with
food stamps. The potential for revenue loss to municipalities
resulting from this Jlegislation 1is minimal compared, to the 1loss
to the state®"s economy which would result from termination of the
food stamp program.

Unless an extension is granted by the Secretary of
Agriculture, section 1505 will become applicable to Alaska on
October 1, 1986. This date represents the beginning of the
federal fiscal year and is controlling according to the
Congressional Record for December 17, 1985, at H 12398.

An extension to October 1, 1987, may be granted as set
forth in section 1505(b)(2):

(2) Upon a showing by a State, to the
satisfaction of the Secretary, that the
application of paragraph (1), without regard to
this paragraph, woula Have an adverse and
disruptive <effect on the administration of the
food stamp program 1in such State or would provide
inadequate time for retail stores to implement



Honorable John Pugh, Commissioner February 14, 1986
Department of Health and Social Services Page 3
66-3-86-0317

changes in sales tax policy required as a result
of the amendment made by subsection (a), the
Secretary may delay the effective date of
subsection (a) with respect to such State to a
date not later than October 1, 1987.

1/e are unable to address the question of how much lead
time municipalities and retailers in Alaska may require to
implement the sales tax changes proposed 1in“the legislation. If
a compelling case for an extension is made before the legislature
by municipalities or retailers, the same argument would hopefully
convince the secretary. Barring such a showing, the appropriate
course of action appears to be the passage of necessary
legislation with a special effective date of October 1, 1986.

Please review our proposed legislation 1in light of the
above information and Jlet us know how you wish to proceed.

GWE :nb
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21-P1LH

BILL SHEFFIELD, GOVERNOR

OF COMMUNITY & REGIONAL AFFAIRS POUCH B
JUNEAU. ALASKA 99311
PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER
9*9 E. 35TH AVENUE. SUITE *00

March 24, 1986 ANCHORAGE. ALASKA 99503
PHONE: 1907) 563-1073

The Honorable Peter Goll
Alaska State House

of Representatives
P.0. Box V
Juneau, AK 99811

Dear Representative Goll:

RE: HOUSE BILL 697 - PROHIBITION OF MUNICIPAL SALES TAX
ON PURCHASES MADE WITH FOOD STAMPS

You have asked what effect eliminating sales tax charged on
food stamps would have on cities for State Revenue Sharing or
general operations. The impact on cities would be minimal,
based on the following information:

* 1984 Alaska Food Stamp Benefits .. ... .. ........ $19,788,024

Half of this amount 1is issued in Alaska cities which do not
have a sales tax. Therefore, the number we have used in
calculating sales tax dollars affected is $10,000,000 1in yearly
food stamp purchases.

Taxable 1984 Food Stamp Benefits $10,000,000
Statewide Blended Sales Tax Rate X 3%
SALES TAX REVENUES LOST DUE TO EXEMPTION $ 300,000

As you know, a $300, 000 yearly tax loss over the entire State
would have very little effect 1in the Revenue Sharing Program or
local government operations.

If you have any questions or would 1like further information,
please let me know.

* Statistics from:
Mark Murray, Food Stamp Quality Control Technician
Department of Health and Social Services

Division of Public Assistance

Sincerely,

Commissioner



HB 697 ' MEASURE HISTORY PAGE Oi OF 0

CSHB 697 HESS
AN ACT PROHIBITING MUNICIPAL SALES TAX ON PURCHASES MADE WITH FOOD STAMPS;
AND PROVIDING FOR AN EFFECTIVE DATE*

PRIME SPONSOR: HESS COMMITTEE
CO-SPONSORS:

CURRENT STATUS: (S) C6RA

DATE PAGE ACTION
03/12/86 <H> 2339 READ THE FIRST TIME - REFERRAL(S)
03/26/86 (H) 2491 Ci»RA RPT 5DP 2NR
03/26/86 (H> 2491 ZERO FISCAL NOTE
04/0i/86 (H) 2526 HESS RPT CSCHESS) 6DP
04/03/86 (H) RULES TO CALENDAR 4/4/86
04/04/86 (H> 2586 READ THE SECOND TIME
04/04/86 (H) 2586 HESS CS ADOPTED UNAN CONSENT
04/04/86 (H) 2586 ADVANCED TO THIRD READING UNAN CONSENT
04/0 1/86  (H) 2586 READ THE THIRD TIME CSHB 697 (HESS)
04/04/86 <H> 2586 PASSED Y34 NI X4 Al
MEASURE HISTORY PAGE 02
DATE PAGE ACTION
04/04/86 (H) 2586 EFFECTIVE DATE SAME AS PASSAGE
04/04/86  <H) 2587 HANLEY NOTICE OF RECONSIDERATION
04/07/86 (H) 2609 RECON TAKEN UP - IN THIRD READING
04/07/86 (H) 2610 PASSED ON RECONSIDERATION Y37 N2 Aij
04/07/86 (H) 2610 EFFECTIVE DATE SAME AS PASSAGE
04/07/86 (H) 2616 TRANSMITTED TO (S)
04/08/86 (s) 2268 READ THE FIRST TIME - REFERRAL(S)
C6RA
HESS

RULES



Official

ANkska jJliate Jkgtskiurs

*P/p
) Pouch V
=S State Capitol
Business % Juneau, Alaska 99811
MEMORANDUM
Date: April 11, 1986
To: Senator DeVries
Chair
Senate Community and Regional Affairs Committee
i/d
From: Rep. Max Gruenberg, Jr. [/
Chair [ /
House HESS Committee /
Re: HB 697: "An Actprohibiting municipal sales tax on

purchases made with food stamps"”

Attached please find back-up material for HB 697, which was
introduced by the HESS Committee at the request of the
Department of Health and Social Services. The Food Security
Act of 1985 requires each state to have in place by October 1,
1986, a law prohibiting sales tax on food stamp purchases.

I would ask your assistance in promptly scheduling this bill
so that our food stamp program is not endangered.

Thank you very much.

fu iJc / | N
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LEGISLATIVE AHFAIRS AGENCY

LEGISLATIVE REFERENCE LIBRARY
May, 1988

Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes

have not been left in the files.
Mary Van Nimwegen
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State of Alaska

COMMITTEES P.0. BOX V
AR 2 y 198> JUNEAU, ALASKA 99811
HOUSE HEALTH, EDUCATION APR 2 8\m (907) 465-4968
AND SOCIAL 'SERVICES
&Co-ChawmarR 914 CLAY COURT
HOUSE JUDICIARY ANCHORAGE. ALASKA 99503
HOUSE COMMUNITY AND : (907)276-6844
REGIONAL AFFAIRS Representative Max F. Gruenbero. Jr.
District 11
Spenard, Upper Midtown Anc <T'T-—--
A (/0
April 23, 1986

Mr. David L. Soulak
City Manajer

City of P.llmer

231" W Evergreen Avenue
Palmer, Alaska 99645

Dear Mr. Soulak:

Thank you ve{}/ much for you letter on the above bill. | am sorryFyou
are displeased with this leqislation., Please be advised that the " Food
Security Act of 1985 (Public Law 99-198, commonly known as the farm bill)
was signed into law by President Reagan December 23, 1985. This federal
law requires, "a State may not participate in the Food Stamp Program if the
Secretary (of Agrlcultures determines that state or local sales taxes are
co(ljlectt%d VK“E"D the State on purchases of food made with coupons issued
under this Act.

RE: HB 697

_ As required under this federal law the Alaska Department of Health and
ocial Services requested the House HESS Committee to introduce this Dbill,
did so unanimously. It passed both the House Community and Regional
Affairs  Committee and the House HESS Committee unanimously and on
April 7, 1986 passed the House by a vote of 37-2. | stron%ly support this
bill.. I will do all | can to assist its passage, both.because it is
required under federal law and because simple equity demands that people
who ‘ourchase food stamps not have their limited fund$ diverted into payin
local taxes. . The amount that local governments will lose as a resulf o
this legislation will he minimal. 1 am enclosing for your information a
copY of "Commissioner. Emil Notti's letter of March 24 to Chairman Peter Goll
of the House Community and Regional Affairs Committee.

%U)

As you can see from that letter, the total amount estimated to be lost
due to the exemption is $300,000. Alternatively, nearly 20 million dollars
in lost food stamp benefits would result if this bill does not pass. This
large sum directly assists food stamps recipients. It also directly
assists many local "businesses, who receives this in additional food sales. -
The rlpPIe affect from this 20 million dollars obviously effects far more Ay
people than the local merchants themselves.



| hope these facts will cause_gou to reconsider your opinion. The

lost dollars are not the only consideration. Thousand$ of Alaskan women

and children depend on food Stamps. It would be short-sighted indeed for

g]atigslmt%alelstles to oppose such a program because of the few dollars in lost
Xes.

cC:
Mayor Cartel
Rep. Hurley
Rep. Larson
Senator Kerttula
Senator DeVries



THE CITY OF HAINES, ALASKA

P.O. BOX 576
HAINES. ALASKA 99827 ,
(907) 766-2231 AP 2 B g6

In Rrpl\
Rffcr TV:

April 22, 1986

Senator Edna De Vries
Alaska Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator De Vries:

In resRonse to a phone call from Trudy of your office yesterday, | checked
Wl'ih the two supermarkets in town regarding sales tax collected on food stamp
sales.

Teresa Tucker of The Food Center informed me they average $115,200.00 per year
in food stamp sales generating $5,485.71 a year ’in saleS tax at 5%

| also talked to Mike Ward of Howsers Supermarket and he estimated the food
stamp sales to be.apPrommately $60,000.00 a year, which would generate sales
tax for the city in the amount of $2,857.40

QOur anticipated sales tax revenue for the year is $440,000.00. With the cut-
backs in revenue sharing and municipal assistance we really don't need a cut-
back in sales tax revenue also.

If you need additional information, please don't hesitate to call.

Sincerely.

Jadci Martin

Treasurer
CITY OF HAINES
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Serator Edna DeVries. Chaiman

Alaska H>tate Hegtfilaturc

Senate Senator Ferguson. Vice Chairman
Senator Coghul
Senator Sturgulewski
Senator vV Fischer

Committee on Pouch v
. . . . Juneau. Alaska 99311
Community anti Regional Affairs

Official Business

COMMITTEE MEETING — April 24, 1986

HB 697 An Act prohibiting municipal sales tax on purchases
made with food stamps, efd

HB 647 An Act establishino requirements tor warnina placards;
establishina requirements and Ilimiting liability for municipal
reporting programs for hazardous materials and hazardous waste?
efd

The Committee Substitute for HB 697 (HESS) was considerered bv

the committee on April 15th and continued until this week to
provide an opportunity for municipalities which charae a sales tax
to inform as the fiscal impact expected through passage of this
legislation.

CS for HB 647 (Ej.n) am was brought before the committee at the
last committee meeting and rescheduled for today after prepara-—
tion of a Committee Substitute work draft.

Materials attached:

City of Wrangell letter to Senator DeVries dated 4-17-86.
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APRIL 22, 1986

SENATOR EDNA B. DEVRIES
ALASKA LEGISLATURE
POUCH V

JUNEAUJ, ALASKA 99811

RE: IMPACT ON REVENUES FROM SALES TAX EXEMPTIONS FOR FOOD STAMP
PURCHASES

DEAR SENATOR DEVRIES:

I WAS CONTACTED VIA TELEPHONE ON APRIL 21, 1986 BY TRUDY ALFORTH
FROM YOUR OFFICE. SHE WAS INQUIRING AS TO WHAT THE IMPACT MIGHT BE
ON LOCAL GOVERNMENT REVENUES IF SALES TAX WAS EXEMPTED ON FOOD PURCHASED
WITH FOOD STAMPS.

I HAVE CONTACTED THE LOCAL MERCHANTS HERE IN PETERSBURG TO SEE IF
I COULD DETERMINE WHAT THE DOLLAR AMOUNT OF THOSE SALES ARE. I HAVE
NOT BEEN ABLE TO DETERMINE A REAL EXACT AMOUNT FROM THEM AS THEY TREAT
THESE SALES AS CASH PURCHASES. FROM THE INFORMATION 1 HAVE BEEN ABLE
TO ACQUIRE, IT APPEARS THAT FOOD STAMP SALES FOR THE LAST 3 MONTHS
HAVE AVERAGED BETWEEN $7,000 AND $8,000. OUR LOCAL TAX RATE IN
PETERSBURG 1S 3% AND ON AN ANNUAL BASIS THIS WOULD PROJECT TO A LOSS
OF $4,200 - $5,000. THE LOCAL SALES TAX REVENUE FOR FY 84/85 WAS
$1,237,475.

I HOPE THIS INFORMATION WILL BE OF HELP TO YOU.

SINCERELY,

JODELL JONES
CITY TREASURER

JJ:PO
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23 W_EVERGREEN AVE 24 19
PALVER. ALASKA 99645 Phone (907) 745-3271

AMOVE R'Ji.5CiT-

April 22, 1986

The Honorable Edna DeVries
Senator

State of Alaska

Box V

Juneau, Alaska 99811

RE: Committee Substitute for House Bill 697
Dear Senator DeVries,

The City received a call from your office on Monday requesting
information on the fiscal impact of the bill that would
prohibit cities from taxing food stamp purchases. Our Finance
Department contacted the primary grocer 1in Palmer and, based
on their information and related calculations, we estimate

the bill would cost us approximately $8,000 a year in lost
revenues.

The $8,000 figure would be noticeable. If the bill were
broadened to include subsidized rents, the direct revenue
less would increase significantly. We trust that there

will not be a move in that direction and we hope that your
office will keep us informed of any development along those
lines.

Thank you for the opportunity to provide you with this information,
We will be talking with you shortly.

Respectfully,

S. Wells Williams
Assistant City Manager
City of Palmer

SWW/cac

AGROWING FRONTIER IN THE HEART OF THE MATANUSKA VALLEY



FACTS ABOUT FOOD STAMP PARTICIPANTS IN ALASKA

*28% of ill households that received food stamps for February 1986 had no
income,

*30% o' all benefits issued in February 1986 were to households with no
incoma.

For a three-person household to receive food stamp, the maximum  gross
income is $1199, maximum net is $922.

An AFDC household consisting of two childrenand oneparentreceiving an
AFDC grant of $744 and paying rent of $500, would receive:

$183 food stamps - Urban

244 food stamps - Rural |
21 food stamps - Rural Il

*EIS Report FRO51 for February 1986.



MEMORANDUM

State of Alaska

Community and Regional Affairs
,0 Doug Griffin, Deputy Director date: October 25, 1985
Municipal and Regional
Assistance Division fileno 2003U/BK/PB/pr
THRL] Kern, Assistant State Assessor
Municipal and Regional telephone no 465-4735
Assistance Division v/er- A~
FROM. Patti Becker, Proje<tt) /~rdscant subject Ex-mption of Food
Municipal and Regionally Stamp Purchases
Assistance Divisio” from Sales Tax
You have asked wnat effect eliminating sales tax charged on
food stamps would have on cities for State Revenue Sharing or
general operations. The 1impact on <cities would be minimal,
based on the following information:
* 1984 Alaska Food Stamp Benefits. .. .. .. .. ... ... $19,788,024
Half of this amount 1is issued in Alaska cities which do not
have a sales tax. Therefore, the number we have wused 1in
calculating sales tax dollars affected is $10,000,000 1in yearly

food stamp purchases.

Taxable

1984 Food Stamp Benefits

$10,000,000

Statewide Blended Sales Tax Rate X 3%
SALES TAX REVENUES LOST DUE TO THE EXEMPTION $ 300,000
As you know, a $300,000 yearly tax loss over the entire State

would have very little effect on
local government operations.

If you have any questions or would
please let me know.

* Statistics from:
Mark Murray,

Department of Health and Social
Division of Public Assistance

IRy D)

the Revenue

Food Stamp Quality control

Sharing Program or

like further 1information,

Technician
Services
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ADOPTED AUGUST 1972

April 16, .986

Senator Edna DeVries
CNRA Committee

Attention: Trudy Alford

Pouch V

Juneau, AK 99811

Re: Sales Tax Exemption for Food Stamp

Dear Senator DeVries:
After conferring with our local grocery
can come up with is an $8,000 to $9,000

if Food Stamp purchases are exempt from

Sincerely,

Jeff Jabusch
Finance Director

JJ:fv

INCORPORATED JUNE 15, 1903

BOX 531, 99929  (%07) §74-2381

APR 1 7 1385

Purchases

stores, the best estimate we
loss in revenue for the City
Sales Tax.



C1 TY O F P AL M E R

231 W EVERGREEN AVE
PALMER, ALASKA 99645 Phone (907) 745-3271

A HOME RULE CIO'

April 2, 1986

The Honorable Max F. Gruenberg, Jr.

Co-Chair, Health, Education * Social Services
Room 112 Capitol

Box V

Juneau, Alaska 99811

RE: HB 697 Prohibiting Sales Tax on Food Stamps
Dear Representative Gruenberg,

I would like to express my displeasure with HB 697 whereby food stamps
are exempt from local sales tax.

By virtue of this bill, anyone who is gainfully employed and pays the
sales tax is basically relegated to a second class citizen. What is being
said, it is better to be poor so that the tax burden is paid by taxpayers
who will pick up everyone's share of providing services.

Is the utate going to reimburse the municipalities for the lost revenue?
With declining State revenues, there is no municipality which can afford
to give free service to any group, irregardless. The State continually
wants to shift the burden of providing services to local government without
monetary remuneration. W as cities cannot continue to carry this burden.

We ask that you analyze HB 697 and vote against the exemption of food
stamps from sales tax.

Should you have any questions, please contact me.

Yours truly,

David L. Soulak
City Manager
City of Palmer

DLS/cac

cc: ~Scott Burgess Senator DeVries
Mayor Carte' Representative Hurley
Senator Kerttula Representative Larson

A GROWING FRONTIER IN Tl IE HEART OF THE MATANUSKA VALLEY
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O ffered: 4/1/36
Referred: Rules

Original noonsor: Health, Education and
Social Services Commit:Coo

BY TEE trFAL?F, SDUCATTO?! and
IN THS HOUSE SOCIAL SERVICES COMMITTEE

C3 FOR HOUSE RILL MO. 697 (**FCS)
TV THE T.EOISLATTTPJ? 07 THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For anAct entitled: "An Act prohibiting ‘ironiclost sales tax on purchases
mad* vith food ataspat end providing for nn effective
date.”
BE IT ENACTED BY THE LEGISLATIURE OF THE STATE OF ALASKA?
* Section J. AS 29.10.700(40) is amended to read:
<40) AS 79.45.650(c)fAND] (d) T and (f) (sales nod ti-je tax)
* Sec. 2. AS 29.10.200 in amended by adding a new paragraph to reed:
(47) AS 29.45.700(a) (pover of levy)
* Sec. 3. AS 39.45.650(a) is amended to read:

(a) Except aa provided in (f) of thin section, a TA] borough my
levy and collect a solos tax not exceeding sir percent on odes,
rents, and on services provided in the borough. The eales tox mav
apply to anv or all of these sources. Exemptions nay be granted by
ordinance.

* Sec. 4. AS29.45.650 is emended by .adding s new subsection to readt

(f) Aborough my not levy and collect a sales tax on a purchase
Tsadc with food coupons, food stamps, or other type of certificate
issued under 7 IT.S.C. 201) - 2075 (Food Stamp Act). Thia subsection
applies to home rule and general law municipalities.

* Soc. 5. AS29.45.700(a) in amended to read:

(a) Acity in a borough that levies and collects areawid* sales
and use taxes may lew sales and use tares on nil sources taxed bv the
borough in the manner provided for boroughs. The [, EXCEPT THAT THE!
ccoemblLy ronv hy ordinance authorize a city to levy and collect sales

By CSHB 697 (HESS)
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This Act takes effect October
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