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HJR 9

Requiring Lhe approval of the voters for the 
imposition of state income tax, state ad valorem 
tax on real property, or state retail sales taxation

HJR 9 is intended to prevent exorbitant and disproportionate taxes 
from  harm ing A laskan residents. Taxation, w hether of income, 
property, or retail merchandise, is not the answer to increasing state 
revenues.

Need for Legislation

At present, A laskans enjoy paying  the low est annual tax per 
household in the nation, averaged in our state at $1,632. Nationwide, 
the movement to prevent legislatures from im planting tax hikes is 
spiraling upw ard. The m ost recent states to have elim inated the 
ability of legislatures to impose tax increases w ithout popular vote 
are: Arizona, Florida, Idaho, Michigan, Colorado, and Oklahoma . The 
latter two actually require a superm ajority to approve any tax 
increases.

These advances in the elim ination of unw arran ted  taxation are 
indicative of the national trend. In Alaska, voters are extremely 
apprehensive about new  and elevated taxes. The general viewpoint 
has been to work in conjunction w ith the legislature, rather than to 
grant them full autonom y over taxation. HJR 9 w ould transfer the 
power to tax from the legislature to the citizenry.
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T H E  1 9 9 2  C A S E  A G A I N S T  

I N C O M E  T A X E S  I N  A L A S K A

They say it was individual pride of achievement that developed Alaska. The 

miracle of Alaska was forged when the dreams of men and women put on work 

clothes. As pioneers, they set forth armed with self-esteem, ambition, and the 

resolve to compete and excel on their own.

How ironic it is today that some of these same j 'eople and their children are 

demanding larger cash handouts because they arrived first.

Edward Gibbon wrote about the Athenians, "They wanted comfortable life 

and they lost it all - security, comfort and freedom. When they finally wanted not to 

give to society, but for society to give to them; when the freedom they worked for 

was freedom from responsibility, Athens ceased to be free and was never free again." 

They learned that when the people failed to exercise their control over government, 

the public servants turned to public masters.

The question is - when does a welfare state destroy the free society that 

established it? It is the sober truth that as :ong as government cares for the people, 

the people will not care for themselves. From great societies of the past: Rome, 

Athens, Great Britain, our forefathers instilled in their people the principle that 

nothing is free; that social^- . pulls few up, but drags many down; and a completely 

unnecessary tax, used to prop up such a system, is nothing more than punishment 

for working.

Whenever the government spends or taxes a single dollar more than it 

needs, it sprouts another seed of poisonous inflation.

1 Rep. Terry Martin



Looking to government for "security" destroys the self-reliance that built 

America and Alaska. You cannot vote yourself security - you must earn it. You 

cannot bribe poverty to go away - you must work it to death.

The encouragement of pressure groups to "get theirs" at the expense of the 

working people - by threatening elected officials with defeat - will destroy the self- 

reliant class and the will to achieve. If the state legislature had more confidence in a 

hard-work, free-enterprise future than in a cash-for-vote present, there would be a 

glorious Alaskan future, and it could start now.

We have already indirectly paid a tax to the state by paying for the high cost of 

oil. The state saved these taxes in the name of the Permanent Fund.

There will always be the indigent, sick and old who cannot produce and must 

be taken care of by the rest of us. This is a form of charity which is right, rather than 

a form of government security, which is not a right. The bottom J. \e is that it is of 

our own individual doing, earned by our h

The first income tax, in the 

modern sense, was imposed in 

England by William Pitt in 1799 to 

help pay for the wars against 

Napoleon. It was abolished after the 

Peace of Amiens in 1802. The 

following year, when war broke out 

with France again, the tax was 

reimposed. After Waterloo, it was 

again abolished. Then, in 1842, the 

British government adopted the

THE HISTORY OF INCOME TAX

September 23, 1992 2 T h e  pow er to tax, g iv e n  to Congresa  by  the Con stitu tio n , h a e  b ee n  
exercised to the p o in t  of serious a b u s e .



income tax as a permanent feature of its revenue system.

In 1861, the United States government levied a tax on income for the first 

lime in its history. All income in excess of $800.00 was taxed at a 3 percent rate. This 

wartime tax was abolished after the Civil War.

The 16th Amendment to the Constitution, legalizing federal income taxes as 

a permanent fund-raising device, was adopted iri 1913. It began as an amendment to 

a bill in Congress lowering the tariff on imports. The idea was that the small deficit 

from reduced tariff receipts could be taken care of by a tiny tax on prosperous 

incomes. The 1990 Almanac presents an informative synopsis on the early history 

of income tax. It states th a t" The nation had few taxes in its early history. From 1791 

to 1802, the United States Government was supported by internal taxes on distilled 

spirits, carriages, refined sugar, tobacco and snuff, property sold at auction, corporate 

bonds, and slaves. The high cost of the War of 1812 brought about the nation's first 

sales taxes on gold, silverware, jewelry, and watches. In 1817, however, Congress did 

away with all internal taxes, relying on tariffs on imported good to provide 

sufficient funds for running the Government."

The almanac continues by revealing that in 1862, "in order to support the 

Civil War effort, Congress enacted the nation's first income-tax law. It was a 

forerunner of our modern income tax in that it was based on the principles of 

graduated, or progressive, taxation and of withholding income at the source. 

During the Civil War, a person earning from $600 to $10,000 per year paid tax at the 

rate of 3%. Those with incomes of more than $19,000 paid taxes at a higher rate. 

Additional sales and excise taxes were added, and an "inheritance" tax also made its 

debut. In 1866, internal revenue collections reached their highest point in the 

nation's 90-year history - more than $310 million, an amount not reached again 

until 1911."

September 23, 1992 Rep. Terry Martin



"The Act of 1862 established the office of Commissioner of Internal Revenue. 

The Commissioner was given the power to assess, levy, and collect taxes, and the 

right to enforce the tax laws through seizure of property and income and f/.rough 

prosecution. His powers and authority remain very much the same today. "

"In 1868, Congress again focused its taxation efforts on tobacco and distilled 

spirits and eliminated the income tax in 1872. It had a short-lived revival in 1894 

and 1895. In the latter year, the U.S. Supreme Court decided that the income tax was 

unconstitutional because it was not apportioned among the states in conformity 

with the Constitution."

The history concludes with discussion of taxes in the early Twentieth 

Century. The almanac states, "By 1913, with the 16th Amendment to the 

Constitution, the income tax had become a permanent fixture of the U.S. tax system. 

The amendment gave Congress legal authority to tax income and resulted in a 

revenue law that taxvjd incomes of both individuals and corporations. In fiscal year 

1918, annual internal revenue collections for the first time passed the billion-dollar 

mark, rising to $5.4 billion by 1920. With the advent of World War II, employment 

increased, as did tax collections - to $7.3 billion. The withholding tax on wages was 

introduced in 1943 and was instrumental in increasing the number of taxpayers to 

60 million and tax collections to $43 billion by 1945."

What started this whole tariff business anyway? When the Moors were 

masters of Spain, their ships would lie in wait for merchant vessels coming through 

the Straits of Gibraltar bound for Italy, Greece and Egypt. The Moors were no fools, 

and instead of plundering the vessels, they levied a sort of blackmail, with a fixed 

scale of payment based on the value of the cargo. This amount was determined at 

their port of Tarifa; thus originated the word "tariff". Some people still think a tariff 

is a form of piracy, even after all these years of government sanction.

Sepiomber 23, 1992 4 Rep. Terry Martin



The history of Alaska's tax system has been described as follows by Claus M.

Naske, a professor of history at the University of Alaska, Fairbanks:

'Territorial Alaska's tax system consisted of a conglomeration of 

heterogeneous taxes imposed by both Congress and the territorial 

Legislature for different purposes, on different bases, with runny forms 

of rate schedules and a variety of administrative provisions.

Congress imposed the first taxes in response to the gold rushes of 

the late 1890's. In 1899, it passed a criminal code and code of criminal 

procedure that, among other things, imposed some 43 license taxes on 

specific businesses.

Congress passed the second O.-ganic Act in 1912, which, among 

other things, gave Alaska a territorial Legislature to meet biennially. 

Between 1913 and 1948, the Legislature developed a tax system of its 

own. It consisted of a number of taxes and fees levied on the fisheries 

and mining industries, Alaska's two major economic activities.

There also was an inheritance tax as well as a patchwork quilt of 

miscellaneous business, professional, and occupational taxes and fees.

In addition, the territory also participated in the Federal Social Security 

Program on the same basis as the contiguous slates, and after World 

War II, at the urging of Territorial Governor Ernest Gruening, the 

territorial Legislature provided a generous Veteran's Loan and Bonus 

Program financed by a general sales tax, 1 percent on retail and 0.5 

percent on wholesale sales.

Still another character of the system then (and now) was the 

narrowness of the tax base. For example, the territorial tax 

commissioner reported that during the calendar years 1947 and 1948, 

some 91.25 percent of the tax revenues collected came from a mere five

Septsmbar 23, 1992 5 Rep. Terry Martin



sources. The salmon industry contributed 21.25 percent, liquor excise 

taxes 21.31 percent, motor fuel and motor vehicles 15.65 percent, gross 

sales tax 28.8 percent, and the school head tax 4.12 percent.

Territorial residents had the habit of asking Congress to provide 

fimds for any number of services. The federal government maintained 

Alaska's judicial system, managed its fish and game resources, paid the 

salaries and expenses of the Territorial Legislature, built its roads, trails 

and tramways and educated its Native children. The territory, it is 

true, made some minor annual contributions to some of these 

programs. By and large, however, the territory's hardy pioneers 

expected Uncle Sam to foot the bill for most activities normally 

conducted and paid for by territorial and local government

Governor Gruening battled for 10 years, from 1939 until 1949, for 

a modem tax system. Finally, in the latter year, [the] Legislature passed 

a modem tax system, including a personal income tax.''

From  Reaching for a Star by  G erald  Bowkett, an  exam ple of how  A laskans 

reacted  to the im position of the federal incom e tax:

TAXATION WITHOUT REPRESENTATION

F A I R B A N K S ,  April 4, 1 9 5 6  - ( A P )  - A  federal court jury ... last night freed a n  A l a s k a n  w h o  h a d  

p l e a d e d  n o t  guilty to ... i n c o m e  tax e v a s i o n  o n  g r o u n d s  that h e  d i d  no t  believe in "taxation w i t h o u t  

representation."

Jack M a r l e r  ... w a s  f o u n d  i n n o c e n t  of c h a r g e s  that h e  willfully failed to file 

i n c o m e  tax returns...

...The defendant's attorney, E d g a r  P a u l  B o y k o  of A n c h o r a g e ,  a n n o u n c e d  before 

the trial that h e  w o u l d  m a k e  the c a s e  "a test of the i n c o m e  tax l a w s  as a p p l i e d  to the 

Territory of Alaska."

September 23, 1992 6 Rap. Terry Martin



...In his instruction, the j u d g e  [U.S. District J u d g e  V e m o n  D. Forbesl h a d  told 

the jurors that the d e f e n s e  of "taxation w i t h o u t  representation" w a s  no t  valid, b u t  the 

jury c o u l d  t a k e  this d e f e n s e  into a c c o u n t  in de*- '.•mining w h e t h e r  o r  n o t  M a r l e r  h a d  

willfully failed to file his returns...

...U.S. A t t o r n e y  T e d  S t e v e n s  said h e  d i d  r o t  believe that this case w a s  in a n y  

w a y  a test of th e  federal i n c o m e  tax l a w s  as a p p l i e d  to A l a s k a  ...

W A S H I N G T O N ,  April 19, 1 9 5 6  - ( A P )  - A n  Internal R e v e n u e  S e r vice 

S p o k e s m a n  t o d a y  shattered a n y  d r e a m s  A l a s k a n s  m i g h t  h o l d  that a recent F a i r b a n k s  

jury verdict m i g h t  relieve t h e m  f r o m  federal tax responsibility.

...[The s p o k e s m a n  said] ... the c ase ... "establishes n o  p r e c e d e n t  ... In this 

particular c ase th e  jury f o u n d  for the taxpayer. In their opinion, his failure to file w a s  

n o t  willful. T h a t  a n d  n o t h i n g  m o r e .  H e  [Jack Marler] m u s t  p a y  taxes for all the years 

h e  failed to file o r  p a y  ..."

The state personal income tax imposed in 1949, remained in effect until it was 

repealed by the state legislature in 1980. In today's debate concerning the re­

imposition of this tax, people seem to have forgotten that they used to pay state 

income tax, and how big a bite it took. That was and always should be the first direct 

bonus Alaskans receive in sharing the state's wealth from oil revenues. Those who 

are working can look at their paycheck and see $0.00 taken out for state taxes.

All working Alaskans can compute their weekly or monthly dividend by 

simply multiplying their federal withholding tax by 16%, the amount of the tax at 

the time of its repeal. You may want to see your total tax dividends over the years 

since 1979. To do this, just add up your gross federal income tax for the last twelve 

years, and determii e an additional 16% that would have gone to the state coffers.

The working people of Alaska have saved more than $9 billion in state 

income taxes since the taxes were repealed in 1980. On the other hand, all Alaskans 

have received a total of $3,125 billion in permanent fund dividend checks.

States with the highest taxes usually have the lowest growth rate in income 

and economic well-being. Higher taxes lessen economic growth. In Alaska,

September 23, 1992 7 Rap. Terry Martin



unstable industry taxes cause businesses to stay away. The best way for legislatures 

to improve economic conditions in any state is to reduce taxes of all natures,

A new adage was introduced to rationalize 

an income tax, namely "Who ever heard of 

representation without taxation?" I have and I see 

nothing wrong in this. This is the way our 

country has operated for more than 126 years, 

except for a brief period during the Civil War.

What is really bad and certainly constitutionally 

questionable, is taxation w ithou t equal 

representation. Alaska is the only state where a 

simple majority in the legislature can impose a 

tax on its citizens - this means 21 members in the 

House of Representatives and 11 members of the 

Senate. Until the reapportionment of 1992, our

state was so malapportioned, the majority of _  , , ,
r r  ’ J ' .The combination of tcures has become so

legislators did not represent the majority of the burdensome that it is shacffing America

citizens. This brings to mind the famous aphorism, "Power corrupts: absolute power

corrupts absolutely." Few people realize the awesome power given to a few elected

officials by Alaska's Constitution, Article IX,

Section 1. One may wonder if the framers of the Alaska Constitution ever 

considered what the Boston Tea Party was all about.

Those who have the power of taxation are not necessarily the best-informed. 

According to a special opinion editorial in the Washington Post on March 13, 1992 

by George F. Will, the tax revolt of 1970s is alive and well in the 90s. In 1990- the 

people of New Jersey, the second richest state with a median household income

over 340,000, elected Governor Jim Florio, a Democrat, on the promise of no new
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taxes and won (sound familiar!). Upon assuming office he promptly raised taxes far 

more than the deficit required. His tax increases had redistributive purposes, 

particularly for helping poor school districts.

The people of New Jersey did not feel as though they had anything extra for 

government to play with considering their style of living. They were most agitated 

about the $2.8 billion tax increase - the largest in their state history. Thus, last 

November 1991, when Democrats controlled both houses of the state legislature, the 

voters returned the favor by replacing them with a veto-proof Republican majority 

in both houses.

To counter the newly promoted myth that "an income tax will encourage the 

public to decrease demands on government or force legislators to reduce spending," 

we need only to review ancient, medieval, and modern history. However, the 

quickest way of evaluating this myth is to acknowledge current budget problems of 

states with income taxes. Californians struggling with a major deficit in 1991 tried to 

solve its problems by increasing new taxes over $7 billion and piling on an 

explosion of anti-growth regulations.

Throughout the nation, tax-cutting, grassroot legions are once again 

circulating statewide initiatives to try and control their legislature's excessive use of 

taxes. Here are a few initiatives proposed for November, 1992, that exemplify a 

freedom the Alaska citizens are deprived of since this state's constitution gives 

exclusive powers of taxation to the legislature only:

Oklahoma: In March, 1992, Voters approved State Question 640 which

requires voter approval of any tax hike that doesn't achieve a 3/4 vote in each house 

of the legislature. The Oklahoma measure mirrors the model legislation of the 

American Legislative Exchange Council (ALEC's) Tax and Fiscal Policy Task Force 

which mandates a super-majority vote in the legislature for any tax increase.



Michigan: Signatures have been gathered for proposal to cut school property

taxes by 30% over five years and limit future assessment hikes.
/

Colorado: Proposal would require voter approval of higher taxes, new debt 

and state spending hikes above inflation.

Oregon: Activists seek support for a move to require a vote of at least three- 

fifths of the legislature for tax hikes.

Clearly, other state legislatures are finding that there is a rising voter 

discontent with increased state spending and tax. One measure which is emerging in 

other states is the prevention of the legislature from placing emergency clauses on 

revenue bills which would allow the measure to go into effect immediately. This 

prevention statute will allow the voters time to circulate petitions on any tax 

increases prior to implementation of laws requiring new revenues. In Alaska the 

people are constitutionally prohibited from interfering with legislative 

appropriations and sources of revenue (taxes).

There are taxpayers' petition drives in a number of other states such as 

Arizona, Florida, North Dakota and Washington, but such is not allowed in Alaska. 

The last time a group of citizens tried this (1982), it was ruled as unconstitutional 

through an interpretation of an assistant attorney general that limiting the source of 

revenues for taxation would infringe on the untouchable powers of the legislature 

to appropriate. From this, one is to assume the powers of taxation are superior to the 

guaranteed right of petition in Alaska.

Obviously, Alaskans' right of petition is severely limited and the pro-tax 

legislators who defend the stand for additional taxation are bubbling with joy in 

recognition of the barrier preventing the petition drive. Many Alaskan are unaware 

that their rights have been stripped through liberal and undem ocratic 

interpretations.

September 23, 1932 1 0 Rep. T9rry Martin



Taxing the w orking class and  transferring  the revenues to the non -w ork ing  

segm en t of a population  is the w o rst so rt of socialism  a sta te  g o v e rn m en t can 

practice. C an w e not leam  from the dow nfall of eastern Europe and  the U.S.S.R.?

Every tim e the big spenders create a crisis in Alaska - "tax, tax, tax” is alw ays 

th e ir an sw er. They forw ard  the id ea  th a t increased  taxes red u ce  the  size  of 

g o v e rn m en t. P eople th ink the  w o rld  o f com m unism  an d  socia lism  is over, 

un fo rtunate ly  in Alaska the charm s of these bells ring loudly in the halls o f Juneau.

C alifo rn ia 's  super crazy new  cracker tax is another exam ple sh o w in g  that 

p ay in g  taxes does little to curtail the  ap p e tite  of tax-hungry liberal leg islators. In 

o rd e r  to balance the budget, or a t leas t m ake a den t in the deficit, C aliforn ia  

increased the 6 percent sales tax by a cent and  a quar ter on sales of certain item s such 

as m agazines, sh ip  and aviation fuel, b o ttled  w ater, and snack foods. So w h at's  a 

taxable snack? N ot peanuts, p o rk  r in d s  o r doughnu ts. All crackers are , except 

saltines, g raham  crackers, anim al crackers and  arrow root. G ranola bars a re  taxed, 

g ran o la  isn 't. H eishey milk chocolate ch ips are exem pt, a H ershey m ilk  chocolate 

bar is taxed. Tostitos tortilla chips are exem pt, Doritos tortilla chips are taxed. (Did 

som eone forget to make a cam paign contribu tion  to the finance chairm an  or to the 

w ar chest of the controlling political party?)

T he out-of-control spending  fren zy  of N ew  York's governm en t led  to the 

raise of taxes over $1 billion for each year from  1989 to 1991 (total $3 billion) and  still 

the fiscal year budget for 1992 faced a 356 billion deficit. This state, w ith  the h ighest tax 

b u rd en  in  the nation, will increase its sp en d in g  another 7 percent this year w ith  its 

credit ra ting  cu t to the third-low est in the nation.

The m yth  of a tax-paying public hav ing  control of a w ild spend ing  legislature 

should  no t be em ployed in Alaska. Be aw are  that a sim ple majority of legislators can 

im pose a tax on a majority of the citizenry  w hom  they do not represent. T he tim e to
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speak out against th e  tax m ovem ent is now, d u rin g  the fall election on N ovem ber 

3rd,1992.

Proponents o f reim posing  the income tax arg u e  that, at 4%, the tax w ould  be 

on par w ith w h a t o th e r sta tes levy, but they overlook  the  fact that w ith a m uch 

higher per cap ita  incom e, a t $28,182, Alaskans w ou ld  en d  u p  paying m ore in h ard  

dollars. The m o re  y o u  tax  the people, the less ab ility  they  have for econom ic 

surv ival.

In 1986, G o v ern o r C ow per's  Office of M an ag em en t an d  Budget developed  

graphs and  ch arts  p u rp o rtin g  to com pare the incom e v arious fam ily g roup ings 

w ould receive from  th e  perm an en t fund to the am o u n t they w ould  pay in personal 

income tax. The id ea  b eh in d  it was to graphically  illu stra te  how  well-off taxpayers 

will be w ith th e  PFD  o ffse tting  their taxes. T he g ra p h  w as quite m isleading. 

Remember, you m u s t first include the total PFD rece ived  in  your gross incom e, 

which causes y o u r taxes to increase. Since the tax on  the  PFD is not w ithheld, you  

will pay, either by  receiving a sm aller federal refund , o r by  sending  in a bigger check 

w ith your 1040 form .

For a single in d iv id u a l w ho m ust pay federal taxes on their PFD first, at an 

average of $20.00 p e r  $100.00, o r from an S931.00 PFD check, subtract $188.00. In this 

case, the ind iv idual m ay  receive $743.00 clear from  th e ir PFD after federal taxes, b u t 

w ould still have to  p ay  an additional $30.00 to the sta te  incom e tax plus 4% of gross 

= $1,440 of one's an n u a l w ages for a person w hose incom e is $36,000.

M isguiding assu m p tio n s  w ere used to lead  fam ilies and  m arried couples into 

accepting the tax , in s te a d  of capping  the s ize  o f th e  PFD checks. The m ajor 

misconception is n o t tak ing  reality  into com putation. In  the highest percentage of 

cases for families in  A laska bo th  parents are w ork ing  an d  taxed. Instances w here a 

m ulti-m em ber p a re n t u n it has only one b readw inner are  clearly the exception, n o t 

the rule.
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So, in com pu ting  how  your fam ily w ill actually  advance in total incom e, be 

sure  you include the  tax to be paid  by each w ork ing  m em ber of the fam ily, and  

subtract it from  the total dividends received.

The second m ajor factor to be aw are of is th a t these com parisons are m ade on 

tax levels of 3.2% an d  5.6%. Once the tax is p u t in to  law , no t voted on by the public, 

how  quickly w ill it rise? If the m ost recent state tax level at 16% of federal is used , 

how  then does your gross tax level com pare w ith  PFD income? Be careful in the use 

of term s w hen  you  evaluate  the difference of 16% of federal tax and 4% or 5% of 

your gross incom e. The incom e tax m ay sound  m uch less (at 4% or 5%) b u t keep in 

m ind ih a t it loses the  innocence of the so-called  "tru th", w hen the tru e  in ten t 

gouges ou t the m ost tax.

A viv id  exam ple  o f this w ould  be to look  a t an  ind iv idual w hose gross 

earnings are $18,000. If this person is single w ith  no  dependents , whereas the federal 

tax w ould be $2,505.60 in  one year, 16% w ould am o u n t to approxim ately $400. This 

is com pared to  the w ondrous savings of a personal incom e tax w hich w ould take 5% 

of the gross equalling  $900. In the sam e respect, one w ho earns $36,000 gross w ould  

have $6927 rem oved  for federal tax, 16% of w hich  is appioxim ately  $1107 vs. the 

personal incom e tax of 5% on the gross am o u n tin g  to $1,800. O bviously there  is 

m ajor d iscrepancy resu lting  in a m uch greater am o u n t p a id  through the personal 

incom e tax m eth o d . Yet again, it is ev iden t th a t those w ho  have the pow er of 

taxation are n o t necessarily the best inform ed.

W hen one  considers the trem endous am o u n t of revenue the State of A laska 

received  d u rin g  FY 1980s, it is illog ical, ir ra tio n a l, unnecessary  and , m ost 

im portantly unjustifiable to tax the w orking peop le  of this state. Should we reduce 

the w orkers o f A laska to slavery to a go v ern m en t that has billions of do llars in 

savings, and  gives o u t hu n d red s  of m illions of do llars in "cold" cash that no o th er 

state w ould dream  of doing.
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Last year, 532,174 people  ap p lied  for perm anent fund  d iv id en d  checks. Of that 

g roup , approxim ately 158,000 w ith  incom es above $15,000 w o u ld  pay  an  incom e tax, 

if enacted. Rem em ber, on ly  w o rk in g  people and  those w ith  h ig h  pensions w ould 

p ay  taxes. For 1991, $464 m illion  w as given o u t in d iv id en d  checks. All w orkers 

available for taxation w ould  hav e  to p ay  approxim ately $3000 for s ta te  incom e taxes 

to equal this giveaway.

Is it really fair, logical, o r  econom ically sound  to give 184,000 children  checks 

for $931.00 each w hile taxing their paren ts twice or th ree tim es th a t am ount? This is 

no  w ay to secure the happ iness o f the people. You are going to  tax M om  and Dad 

ju st to give the kids a  d iv idend  check. It used  to be the responsib ility  o f the parents 

to give their children an allow ance. Today w e are telling th e  ch ild ren  th a t from 

no w  on they shou ldn 't b u g  M om  an d  D ad about an allow ance - ju s t ta lk  to your 

leg isla to r. In m ost cases, w ith  b o th  p a ren ts  w ork ing  a n d  co n s id e rin g  a high 

percentage of single paren ts  w o rk in g  in  A laska, there w ill be  n o  n e t gain  from  the 

d iv idend  checks, because the  taxes w ill be h igher than the d iv idends.

Let's com pare taxing the w ork ing  class to give $3,000 to everyone over 65. Is it 

really  fair (and of w hat g o v ern m en t purpose) to tax a single p a re n t w ho  is barely 

m aking  ends meet, w hile g iv ing  a bonus to retired  persons w h o , in  m ore  than  25% 

of cases, have larger incom es. T he average per capita incom e fo r A laska in 1990 was 

$28,187.00. All persons over 65 receive a bonus plus their p e rm an en t fund  dividend 

check. The bonus am oun ts  to  $63,000,000 for 21,000 peop le , w h ich  if continued, 

w o u ld  come from  63,000 w orkers  w ho  are taxed a t least $1,000 each. All w orking 

people m aking m ore than $15,000 w ou ld  be taxed - w hich w ould  in  m any  cases go to 

som eone w ho is d raw in g  a h ig h e r  incom e in  re tirem ent. O f the  21,000 senior 

citizens who, as of M arch 1,1991, w ere  receiving $3,000 each; 5,000 had  incom es of
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$30,000 or more. It w ould  take 15,000 taxpayers, a t $1,000 each, just to pay  $15,000,000 

for this group w hose incom es already exceed the  average A laskan's annual wage. 

This am ounts to stealing  from  the have-nots to g ive to those w ho hav e  enough . 

Those w ho are  p roposing  this unjustified tax on the people w ho toil for their b read  

(so others can ea t it) m ust realize the burden  they are  placing on  the people w ho can 

least afford it. W hen legislators im pose an  unnecessary  tax on the sta te’s citizens, 

w e h u rt h u n d red s  of thousands of people. This is especially tru e  w hen  w e try  to 

reg u la te  h u m an  b eh av io r (force charity ), s ince som e env ision  th em selv es the  

redistributors of personal income.

Some leg isla to rs reason  it to be the p u rp o se  of go v ern m en t to equalize  

econom ic pow er. C an the w orking people of A laska carry  the increased  b u rd en  of 

governm ent spend ing  to support the desires of a large non-w orking segm ent of o u r 

s ta te  w ho d e m an d  n o t only  unnecessary  serv ices, b u t in  ad d itio n , en o rm o u s 

am ounts of cold cash to elevate their buying pow er? I find no reason w hy w e m ust 

concern ourselves w ith  the red istribu tion  of the w orking  people 's personal incom e 

w hile w e continue to give o u t h undreds of m illions of dollars to every  citizen w ho 

does nothing to ea rn  it.

N ow  the question  is, "How m any non-w orkers can the w orkers support?" 

We have to know  w here the line of refusal to su p p o rt stops in o u r system . M aybe it 

runs un til it becom es im possible for the w orkers to handle  the job any  longer or 

w hen they see they  can have a h igher incom e by no t w orking. A re w e approaching  

the breaking poin t? H ere are som e of the figures for people w ho help  increase the 

costs of governm ent, b u t for obvious reasons con tribu te  little to p ay  those costs: 

179,939 u n d e r th e  age of 19; 25,000 college s tu d e n ts  in A laska at fu ll-tim e 

equivalency; 22,095 seniors over the age of 65, 3 /4  of w hom  have no  tax liability; 

2,350 inm ates in  the  state correction system; 17,300 average per year unem ployed  - a
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total of 229,384 ind iv iduals receiving perm anen t fund  d iv idend  checks (excluding 

felons w ho are now  ineligible). In essence, this results in the em ployed w orkers of 

A laska be ing  forced  to p ay  for a lm ost 230,000 d iv id en d  checks d is tr ib u ted  to 

ind iv iduals w ho  are not w orking.

Taxing the working-class and giving the revenues to 

the non-working segment of a population is the worst 

sort of inflation a state government can put into the economy.

A n in te re stin g  side no te  to th is issue  is th a t u n d e r  the  p e rm an en t fu n d  

d iv id en d  p ro g ram  "hold harm less" p rov isions, th e  sta te  w ill p ay  $24 m illion in 

federal incom e taxes on behalf of certain  low -incom e PFD recipients to ensu re  that 

they will n o t be taxed, because they  exceed their low -incom e lim its and  thereby 

becom e inelig ib le  for federal g o v ern m en t p ro g ram s they  a re  curren tly  covered 

under. A n add itional $5 m illion p lus is allocated by  the sta te  to pay  federal taxes 

u n d er the ho ld  harm less benefit for recipients of the longevity  bonus, w ho w ould  

becom e ineligible for program s such  as m edicaid  w ith  the additional income. Each 

of the 158,000 taxpayers w ould  have to pay  $120 to pay  this tax of the "poor".

Of course, these hold harm less provisions are just tw o tax exem ption benefits 

allow ed to certa in  g roups of people. A no ther w ell-know n state subsidy  is the 

p ay m en t of $3 m illion  in p ro p erty  taxes to  m un icipalities on  behalf o f sen ior 

citizens. H ow  abou t the state  paying 80% of m onth ly  rents for thousands w ho claim 

poverty b u t the incom e from  the state is not counted.

Too m any  of m y colleagues are craw ling all over each o ther to be canonized 

as the patron  sain t and  savior of the perm anen t fund  d iv idend  program .
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Many legislators fail to see that the incom e tax th ey  p ropose  will take aw ay 

any dividend the w orking-class and their children w o u ld  receive. The new  tax form 

the Departm ent of R evenue designed from HB154 an d  p ro p o sed  by m em bers of the 

H ouse Democrats in  1988 w o u ld  have been sent to each taxpayer, m aking it clear by 

telling the taxpayer to  su b trac t the dividend cred it iro m  th e ir tax liability. The 

Departm ent also estim ates a rebate to the state of $16.6 m illion from  the dividends. 

Thus families ea rn in g  m o re  than  $25,000 for single tax p ay ers  or $40,000 for joint 

statem ents, will be  d e p riv e d  of the incom e of their ch ild ren 's  d iv idend  checks. 

Families (including  ch ild ren ) w ho keep their incom e b e lo w  $12,000 a year will 

receive a full allocation of d iv idend  checks.

Emotional slogans are useful for rallying people to a cause, b u t slogans are no 

substitute for tho u g h t. Take, for instance, "we m u st h av e  an  incom e tax to m ake 

the non-residen t w o rk e r  p ay  for w orking  in the  state.-" The D epartm en t of 

Revenue, in a hypo thetica l case, analyzed that a $300 m illion  incom e tax scenario 

w ould only b ring  in  $17 m illion from out-of-state w orkers . Does it make sense,



then, to tax ourselves $283 m illion just to get $17 million? Resident w orkers w ould  

pay  95% of the tax, w hile out-of-staters w ould  pay  5%.

A nother rationale for paying sta te  incom e taxes is that they can be deducted  

from  y o u r federal tax. Because w e have no state income tax, $86 m illion stays w ith 

the federal governm en t each year (o u t of $399 m illion in federal taxes p a id  by 

Alaskans). This is term ed the "federal tax leakage." In other w ords, if w e h ad  a state 

incom e tax, 22 cents ou t of every do llar in incom e tax paid  to the IRS w ou ld  stay  in 

the state. Does it m ake sense to tax the w orking class $316 m illion to  save the $86 

m illion? If this is the case, then the sam e logic should  apply  to o ther leakages to the 

federal governm ent. W hy not stop g iving o u t perm anent fund d iv idends and  save 

that $100 m illion leakage? Is this no t a reasonable trade-off? A nd w ho  will benefit? 

- the w ork ing  people. W ith  the PFD check increasing each year, the  federa l tax 

leakage w ill dram atically  increase.

I canno t really  blam e the Juneau  representatives for p u sh ing  a sta te  incom e 

tax because the p rogram  itself w ould  em ploy, at a m inim um , 92 new  people w ith  a 

payroll of at least $4.1 m illion ($50,000 for the average em ployee including  benefits), 

p lus an  enorm ous start-up  cost w ith  new  m achinery and office space requ ired . At 

the sam e tim e, w e will still be em ploying  92 full-tim e equivalent em ployees to give 

ou t the d iv id en d  checks.

C urren tly , state em ployees and  teachers across the state are com plain ing  or 

th reaten ing  to go on strike for a 3% to 4% pay increase. H ow ever, m any  of them  

also say they su p p o rt an incom e tax. I am  bew ildered by their rationalization. Don't 

they realize  th a t an  incom e tax is also a reduction  in their w ages? Do they  not 

realize th a t governm ent w orkers an d  teachers far and  above receive a h igher salary  

than  the average p rivate  w orker and  w o u ld  pay  a h igher percentage of taxes. As 

everyone has sh ared  equally  in the w ealth  of A laska th rough the PFD checks, so 

everyone sh o u ld  also be w illing to share  equally  in the loss th rough  a reduction  in

September 23, 1992 1 8 Rep. Terry Martin



the PFD. W ith an  income tax, w o rk in g  people are being foiced to take too great a 

po rtion  of the burden  in replacing the  lost revenues.

O thers w ho advocate re im posing  the sta te  income lax say  p eo p le  w ere m ore 

in terested  in governm ent w hen  they  p a id  taxes. This is really g rabb ing  at straw s, 

a n d  is n o t b o rne  o u t by the  facts. F igures show  in A laska th a t  th e  public 's  

partic ipation  in  governm ent, in term s o f percentages of people w ho  vo ted , has risen 

since th e  end  of the incom e tax  in  1980. I find the p riv a te  sec to r ev en  m ore 

in terested  today in protecting their pocketbooks from the governm ent.

W e should  consider the tax rev o lt fever going <n all over th e  nation . Take a 

h in t from  the state of M ichigan, w h ere  the  people recalled five D em ocrat state 

sen a to rs  w ho vo ted  to increase  th e ir  incom e taxes, and  rep laced  them  w ith  

conservative Republicans. I w o u ld n 't be  su rp rised  to find a lo t of requests  for recall 

p rocedures in this state, to be used  o n  those w ho pass any bill for a n ew  incom e tax 

or see a lot of new  faces after the  N ovem ber 3, 1992 election in the sta te  legislature.

N o  o ther state allows a s im p le  m ajority  of the legislature to increase taxes on 

the citizens. A num ber of states, b y  their constitution or state law s, requ ire  a 2 /3  or 

3 /4  m ajority, and  one state even requ ires 4 /5  of each house before a new  tax increase 

can becom e effective. Voter ap p ro v a l is requ ired  in m ore than half the states, w hile 

here  in  A laska, the people are d en ied  this opportunity . The citizens of A laska, in 

1983, w ere even denied the rig h t to  pe titio n  through the in itiative p rocess for the 

rig h t to vote on  taxation.

It borders on tyranny if o u r cu rren t legislature w ould invoke a  new  tax on the 

citizens, the m ajority of w hom  th ey  do no t represent. It certa in ly  w o u ld  be an 

affront to the principles of a republic  if such action were im plem ented.

W e in A laska have a g o ld en  o p p o rtu n ity  to avoid the m istake  num erous 

s ta te s  an d  C ongress have m ad e  b y  p rev en tin g  the s ta te  fro m  e n g a g in g  in
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in fla tionary  d e fic it sp en d in g , and  forcing tax a tio n  on  o u r ch ildren  a n d  o u r  

children's ch ild ren  - taxation they will be pay ing  un til the death  of democracy.

O n th e  o th e r hand , w hat a unique legacy w e can establish in Alaska, p erh ap s  

for the o th e r s ta te s  to em ulate, w here fu tu re  g en era tio n s - every child b o rn  in 

Alaska - can h o p e  to g row  up  to enjoy no state taxation. Blessed m ay be the y o u n g  

A laskans fo r th ey  shall no t inherit state d eb t. O nce they s ta rt p ro v id in g  fo r 

them selves, be in g  independent, self-reliant A laskan  breadw inners, they can be  su re  

the state w ill n o t take a big slice of it. A new  incom e tax is the w orst type of capital 

punishm ent w e  could  im pose on the future generations, especially when the sta te  is 

collecting m ore  taxes than is absolutely necessary. This m ay be considered legalized 

robbery. It is sa id  th a t the income tax has m ad e  m ore  liars ou t of the A m erican 

people than  an y  o th er institution. Alaska does n o t need  to add  to this tem ptation.

Once a  n ew  tax is pu t into law, there w o u ld  be no lim it to how  high fu tu re  

legislatures co u ld  ra ise  it. N or w ould there be any  lim it on the grow th of s ta te  

governm ent as som e suggest. You don 't see the  federal governm ent decrease as 

people pay  taxes, n o r d id  the state governm ent decrease w hen an income tax w as 

im posed. T he n ew  tax is a threat to every in d iv id u a l's  personal and fam ily w ell­

being. The s ta te  does no t need the extra revenue. The legislature was not created to 

devour th e  sav in g s  of the w idow s, nor the incom e of the single p a ren t w h o  

struggles to p ro v id e  for the needs of her or his children.

BLESSED BE A STATE W ITH O UT TNCOME TAX!!!
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S T A T E  O F  A L A S K A  

E X P E N D I T U R E S

PER CAPITA COMPARISON

48 times the national average on AIRPORTS

29 tim es the national average on FISH & GAME

13 times the national average on INTEREST ON DEBT

9 times the national average on PUBLIC BUILDINGS

8 tim es the national average on JUDICIAL/LEGAL ADMN.

8 times the national average on NATURAL RESOURCES

7 times the national average on GOVERNMENT ADMN.

6 times the national average on FINANCIAL ADMN.

6 times the national average on HIGHWAYS
**********************************************************************

4 times the national average on TOTAL STATE SPENDING

4 times the national average on CORRECTIONS

3 times the national average on PARKS & RECREATION

3 times the national average on HEALTH

2.5 tim es the national average on TRANSFERS - LOCAL GOV

1.8 times the national average on HIGHER EDUCATION

1.8 tim es the national average on PUBLIC WELFARE
_ \

0.6 times the national average on HOSPITALS

Sourco: U.S. Department of Commerce, Bureau of the Census, Slate Government Finances in 1989, August, 1990.



ELMENDORF A.F.B.
EAST ANCHORAGE 
GOVERNMENT HILL

ELECTIVE DISTRICT 14 R E P . T E R R Y  M A R T I N

Alaska House of Representatives

HOME
355 DONNA DR., #11 
ANCHORAGE. AK 99504  
PHONE: 333-6990

DURING SESSION 
P.O. BOX V
STATE CAPITOL BUILDING 
JUNEAU. AK 99811 
PHONE: 465-3783

MEMORANDUM

DATE: February 3,1993

TO: Representative Drian Porter, Judiciary  C hairm an

FROM: R epresentative Terry M artin

RE: HJR 9 - Voter approval of new  state taxes.

This is a  form al request to please schedule HJR 9 a t your earliest convenience in 
the Jud iciary  C om m ittee. The reso lu tion  w as passed  o u t of State A ffairs on 
Tuesday, February 2nd.

If you have any questions, please contact m y  aide Tom  A nderson  at 6618.



ELECTIVE DISTRICT 14 REP. TERRY MARTIN
ELMENDORF A.F.B.
EAST ANCHORAGE
GOVERNMENT HILL .

Alaska House of Representatives

S e c t io n a l  A n a l y s is

HJR 9

Requiring the approval of the voters for the 
imposition of state income tax, state ad valorem 
tax on real property, or state retail sales taxation

Section 1.

Amends Article IX, sec. 1 of the Constitution of the State of Alaska by 
prohibiting any imposition of state income tax, ad valorem taxation 
on real property, or retail sales tax, w ithout the approval of the voters 
of the state.

Section 2.

HOME
355 DONNA DR.. #11 
ANCHORAGE, AK 99504 
PHONE: 333-6990

DURING SESSION 
P.O. BOX V
STATE CAPITOL BUILDING 
JUNEAU, AK 99811 
PHONE: 465-3783

Places the am endm ent proposed by the resolution before the voters 
throughout the state in the next general election.
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F I S C A L  N O T E

B I L L  NO. H J R  9

Revision Date:____________________________________
Title: Amendment to the Constitution RE: prohibiting imposition of taxation
without voter approval________________________________
Sponsor: Representative Martin__________________________
Requestor:_______________________________________

Department Affected: Office of the Governor

BRU: Division of Elections _________

Component: General and Primary Elections

COMPONENT SERIAL NO. 22

EXPENDITURES/REVENUES:
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 2.2* 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRUCTURES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0

TOTAL OPERATING 2.2* 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

R E V E N U E
F U N D  S O U R C E : 0 0 0 0 0 0

FUNDING:
1002 Federal Receipts 0 0 0 0 0 0

1003 GF Match 0 0 0 0 0 0

1004 GF 2.2* 0 0 0 0 0

1005 GF/Program Receints 0 0 0 0 0 0

1006 GF/MHTIA 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 2.2* 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY93) impact: _0_
ANALYSIS: (Attach a separate page if necessary.)*This figure covers cost of inclusion of information about this issue in tho Official Elections 
Pamphlet as required by AS 15.58, and programming for DataVote counting of votes cast on the measure. However, only 4 measures can be printed 
on a single ballot card. Should this measure require printing an additional ballot card, the fiscal impact would be 53.4.

Prepared by: Chariot E. Thickstun. Director
Division: Division of Elections_________

Approved by Commissioner; Lt. Governor John B. CoghiH1 
Agency: Office of tho Lt. Governor_________

Phone: 465-4611 
_____________ x____________ Date/Vl/15/93
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STATE OF ALASKA 
1993 LEGISLATIVE SESSION
Revision Date:

Title: Prohibiting the imposition ot state personal income taxation, state ad BRU:

valorem taxation on real property, or state retail sales taxation without the approval... Component:

BELL NO. HJR9

Dept. Affected: Revenue

Revenue Operations

Income & Excise Audit

Sponsor:

Requestor:

Representative Martin

Representative Martin COMPONENT SER IA L  NO. 113

E xpenditures/R evenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SER V ICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTU RES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SO U RCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proqram Receipts
1006 GF/MHT1A
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS: -

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY33) impact: S 0.00

ANALYSIS: (Attach a separate page if necessary)

The requirement of voter approval prior to the implementation of certain taxes has no operating budget impact on the Department of Revenue.

Prepared by: 

Division: 

Approved by ( 

Agency:

(R«v 11/92) 93lijnojivDBR

■ --- _ ----
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Darrel J . Rexwinkel __
Revenue

—
7 I
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F i s c a l  I s s u e s  C r o w d  N o v e m b e r  B a l l o t s

T a x  a n d  s p e n d i n g  issues are p e r e n n i a l  favorites in th e  initiative states. 

T h i s  y e a r  is n o  exception.

Scott Mackev

A broad range of fiscal matters will 
be before the voters in at least IS 

states th^ month. Issues range in im­
portance from easing debt restrictions 
on local governments to a major transfer 
in budget authority from the legislature 
to the governor.

Unlike previous years when fiscal 
ballot initiatives primarily sought to 
limit taxes and spending, this 
year's proposals include 
neaily an equal number of 
measures that would increase 
taxes or change the mix of 
revenue sources to make the 
state's tax system more pro­
gressive.

State voters will make de­
cisions on budget process re­
forms, state lotteries, liberaliz­
ing fiscal restrictions on local govern­
ments, and property tax relief. With this 
mix 1992 may not be the "tax revolt" 
year that some observers predicted in 
the wake of widespread state tax in­
creases in 1990 and 1991.
Budget Process Reforms

Citizens in five states—California, 
Connecticut, Florida, Missouri and 
Rhode Island—will vote on changes in 
the legislative budget process. The 
most significant change could be in Cal- 
iforn:a, where voters will decide
Scott Mackey specializes in state and local tax is­
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whether or not to give the governor al­
most unilateral control over the budget 
process if the Legislature fails to meet 
certain deadlines.

Legislatures in Connecticut and 
Rhode Island have placed constitutional 
amendments before the voters that 
would impose new limits on state 
spending. The Rhode Island measure is

modeled after Delaware's law, which 
limits general fund appropriations to 
98 percent of the revenue estimate and 
requires additional revenues to be 
placed in a "rainy day fund." Fund 
balances could be used for repayment 
of debt service or capital construction 
projects only if they exceed 3 percent of 
the revenue estimate. The Connecticut 
proposal would limit state spending to 
the percentage increase in inflation or 
state personal income, whichever is 
greater. The General Assembly could 
override the limit with a three-fifths 
vote and an emergency declaration by 
the governor.

Horida voters will decide whether to

approve a statutory "Taxpayers' Bill of 
Rights" similar to those in 13 other 
states. Another measure would place 
new restrictions on Florida's budget 
process, such as requiring a three-day 
layover between committee approval 
and floor consideration of appropriation 
bills. Missouri voters will decide 
whether to create a constitutionally pro­
tected "rainy day fund."
Limitations on Legislative Tax Powers 

Voters in Arizona and Colorado will 
decide whether to place new restric­
tions on the legislature's ability to raise 
taxes. The Arizona measure would re­
quire a two-thirds legislative vote for 
tax increases; tax measures vetoed by 
the governor would require a three- 

fourths majority to override. In 
Colorado, an initiative would 
require voter approval for any 
new tax increases unless they 
were adopted by a two-thirds 
legislative vote.

If these initiatives are ap­
proved, Arizona and Colorado 
would join seven other states 
with supermajority require­
ments for tax '-.creases. Voters 

in Oklahoma approved a three-fourths 
supermajority requirement in a Septem­
ber referendum.
Property Tax Changes

Property tax limitations will be on 
the ballot in Colorado, Florida, Idaho 
and Michigan. The Colorado initiative 
would require voter approval for prop­
erty tax increases above certain limits, 
while the Florida initiative would limit 
assessment increases to 3 percent per 
year. Similar to California's Proposition 
13, assessments would be brought up to 
market value when the home is sold or 
substantial renovations are completed.

The Idaho initiative calls for a cap on /
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property taxes at 1 percent of market 
value. While Idaho is generally a low 
property tax state, there are certain areas 
where property tax payments greatly 
exceed this 1 percent cap. These areas 
would be forced to roll back property 
tax rates.

Two competing initiatives will be on 
the ballot in Michigan. The "cut and 
cap" proposal, sponsored by the gover­

nor, would roll back school taxes by 30 
percent and limit future assessment in­
creases to 3 percent annually. Another 
measure, referred to the voters by the 
Legislature, would limit annual in­
creases in state equalized valuation to 
the inflation rate or 5 percent, whichev­
er is lower.

Four other states have property tax 
measures on the ballot. Kansas voters

will decide whether to amend the con­
stitution to allow the Legislature to ere- 
ate a classified assessment system, 
which allows different types of property 
to be valued for tax purposes at differ­
ent levels. The state constitution now 
contains a uniformity clause that re­
quires all property to be treated the 
same. Voters in Arkansas, California 
and Oklahoma will consider limited

C r e a t i n g  a n d  e d i t i n g  

i n d e x e s  f o r  a l l  y o u r  

l e g a l  p u b l i c a t i o n s  

m a y  l o o k  i m p o s s i b l e .  N o t  w i t h  T h e  I n d e x  E d i t o r

The Index Editor* is a software syscem designed specifically co creace and edic indexes 
to law related materials. Its features include:
• Unlim ited size and number of indexes
• On-line editing of index entries, with changes instantly incorporated into the index
• Numeric search, list, and edit
• Global search and replace

The Index Editor* family of products are available by calling:

A R R A Y
INCORPORATED

so ftw are m arketing  
&  developm ent

The Commerce Building • 102 Souch Firsc Street, Suice 201
Charlocccsville, Virginia 22901 

(800) 544-0657



/• r .V *

G o v e r n o r s

"•, *> •■.'-,’ ••■ ■' ■’  .’ 1 ; ' ‘ -• -,*.• ■ rv'i'vx ■ *•’:./■■••*' "• *• ’•■•- -  ■ . . . • „_ ...i^ . — ♦.»— . *■••. ► r̂ - . i .  -..   v -.  ̂ ‘

G overnors in three states, unable to .. 
win legislative support for their fis­

cal agendas, are seeking to bypass the 
.legislature with initiatives on the No- 
. vember ballot'-Voters in California, Col-. 
orado and Michigan will decide major 

■ tax and budget questions that could al­
ter theu:.states'r fiscal landscape " for 

' many-years to come. "  •
.'-'In California, Governor Pete Wilson 

:is seeking voter approval of a measure 
that would substantially alter the.bal- 
ance of power between the legislature • 
and the executive in the budget process. 
Not surprisingly, the Legislature would 
come out on the short end of the stick. . 
The measure would reduce the time for 
legislative consideration of the budget 
by nearly two months. It would re­
quire, the Legislature to submit the 
budget bill to the governor by June-15 
and require that the budget be signed 
into law by July 1. Failure to meet 
these deadlines would trigger "fiscal 
emergency" powers that would give 
the governor almost unilateral control-.- 
over program expenditures for the fol-

property tax exemptions.
Liberalizations of Local Tax Restrictions 

Not all of the ballot measures will re­
strict taxes and spending. Voters in Ari­
zona will decide whether to reiax 
spending and debt restrictions on local 
governments. Missouri citizens will 
vote on allowing local governments to 
pass tax increases with a four-sevenths 
majority instead of a two-thirds majori­
ty. Florida voters will decide whether to 
give counties the authority to levy a 
penny sales tax.

In California, a broad tax increase 
package would significantly weaken the 
portion of Proposition 13 that limits tax­
es on business property. The current 
law limits assessment increases for busi­
ness property to 2 percent annually, un­
less the business is sold or substantially 
renovated. The proposed ballot mea­
sure would require business property to 
be reassessed at full market value every 
three years, unless the business could

lowing. fisca l. year.-.'IThe .governor;, 
would also have the option of vetoing 

-budget bills that meet the June 15 dead- 
. line in order to create the "fiscal emer- ' 
gency" that would give him these ex- - 
panded powers. : •>:. ■:,[
■ The Wilson initiative would also cut 

'" welfare grants by.25 percent. And as a -• 
final jab at the Legislature, the initiative 
would suspend lawmakers' (and the -T; 
governor's) pay'between July 1 and 

• such time as the budget is passed and .. ■ 
signed into l a w . •' .

Colorado Governor Roy Romer was.. . 
unable to win legislative approval fo ra  . 
tax increase to boost state funding for 
K-12 education,'so he launched an ini- - 
tiative crusade. A ballot measure.spon-. 
sored by Romer-would increase the- 
state sales tax from 3 percent to 4 per­
cent and earmark the Dreceeds for edu- 
cation. >•' •- - - - . • •

A school finance reform bill enacted ■  ̂
in 1988 committed Colorado to major 
increases in school funding in the early 
1990s. The state finds itself in- the same : 
•boat as others that promised K>12 monr v

. - ey during the 1980s that they cannot af-.i
ford now. -While theUegislature has 

.-.boosted school funding .substantially,'] 
v the state has not fu lly funded the. in-.] 
. creases required by the 1988 law. 
^ .M ich igan  voters will decide whether.] 
i  to approve :a^30'-'percent'f6Ubaclc in.] 
...school. property taxes proposed ‘ by-j
• Governor John Engler. .Governor E n -.: 
: gler's "cut and cap" .initiative would al- -;
so limit the future growth m property 

:. assessments to 3 percent annually. T h e ] 
T initiative requires the state to'make up" 1 
; local school revenues lost because of J  
:the 30 percent rollback.: However, rev-]  
•enues lost due to the 3 percent limita- i 
tion on assessment increases would not • 

rbe-reimbursed through-state aid. jEn -v  
-'gler argues that Michigan's property j 
■ tax burden, which is among the highest ! 
in the country, is hurting small busi- '• 
nesses and is responsible-'for Michi- ] 
gan's chronically high unemployment.'!;
• Opponents, indud ing'sta te .teachers'.] 
groups, counter that Engler's.argument 'j
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1
prove that 50 percent of its stock had 
not changed hands during the 3-year 
period. Passage of this initiative could 
provide local governments in California 
with between 5550 million and 51.2 bil­
lion in new revenue in FY 1994.

In Oregon, voters will decide 
whether to increase taxes on business 
property by liberalizing the property tax 
limits approved in 1990. Under the pro­
posal, business property taxes for 
schools would be limited to 2 percent of 
market value. The cap under current 
law, once fully phased in, is 0.5 percent 
of value.
Tax Increases and Tax Shifts

Tax increases will be on the ballot in 
Arkansas, California, Colorado, Massa­
chusetts, North Dakota and Oklahoma. 
Included are cigarette tax increases 
(Arkansas and Massachusetts), sales tax 
increases (Colorado and North Dakota), 
and Medicaid provider taxes (Okla­
homa). California's "soak the rich" ini-

tiative would raise personal income tax 
rates and most business taxes while re­
ducing sales taxes by a quarter-cent and 
repealing the sales tax on candy and 
snack foods. It would also reinstate the 
renter credit for higher income renters.

A South Dakota initiative would cre­
ate a new personal and corporate income 
tax with graduated rates ranging from 2 
percent to 5 percent It would also repeal 
the sales tax on food, clothing and utili­
ties and roll back property taxes.

The broad range of fiscal initiatives 
on the 1992 ballot defy sweeping gener­
alizations. In Colorado, for example, 
voters could conceivably approve tax 
increases and a tax limitation on the 
same ballot. Arizona voters could liber­
alize local tax restrictions at the same 
time that they severely restrict state tax 
options, What seems clear is that gover­
nors and citizens of some states are 
moving to circumvent the legislature in 
ways that threaten the legislative role.in 
budgeting and policymaking. 3
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could risk having New York State and City insist 
that they are due taxes on your interest, dividends 
and capital gains as well as the income from your 
job. While New Jersey wiil give you a credit for the 
New York taxes, your final bill will be the same as if 
you lived in Manhattan.

It can be difficult to prove that you aren’t actually 
a resident of the high-tax state even though you own 
a home there. The reason: If you spend more than 
half the year in the high-tax state, you meet the defi­
nition of resident used by many states. You can try 
to prove otherwise by, say, showing that you vote in 
the other state, register your car there and belong to 
social clubs and send your kids to schools there. But 
fewer and fewer revenue-hungry states accept such 
evidence as conclusive. In the end, you may have to 
either pay up or give up your second home. “Domi­
cile is a state o f mind," says Gattegno, “but the bur­
den of proof is all yours."
■ If you're married, don't automatically file a standard 
joint state return. Ten states (Arkansas. Delaware, 
Iowa; Kentucky, Maryland, Mississippi, Missouri, 
Montana. Tennessee and Virginia) and the District 
of Columbia give a special break to married couples 
in which both spouses have income and file a joint 
federal return. These states let a couple calculate 
e3cn spouse's state tax separately—at lower effec­
tive rates than if they filed jointly—and file a 
so-called joint-separate rerum. For example, a V ir­
ginia couple with one spouse earning 340,000 and 
the other 320,000, two children and S10.000 in item­
ized deductions would pay a 1992 state tax of 32,434 
by filing jointly. With a joint-separate return, how­
ever, the couple would D3V only 32,204, a 3230 sav­
ing. “Two-eamer couples should calculate their 
taxes both ways to find the lower tax," advises 
Kenneth Zemsky, a partner with Ern st & Young 
in New York City.
■ Look into triple-tax-exempt bonds. I f  you’re in the 
28% federal tax bracket or higher and live in a state 
with heavy income taxes, you might.consider buying 
municipal bonds issued in your home state. That’s 
because they are triple-tax-free: Any income they 
generate is exempt from federal, state and local 
taxes. (Only Indiana, Utah and, in some cases, 
North Dakota exempt income from other states’ 
munis.) For example, Fidelity’s New York Tax- 
Free High-Yield Fund, which, despite its name, in­
vests primarily in investment-grade bonds, is 100% 
tax-exempt for residents of New York State. For 
top-bracket taxpayers—a combined effective rate 
of 39.51% if they live in New York City—the fund’s 
current 5.39% yield is equivalent to 8.91% from a 
taxable investment. (Fo r more about investing in 
municipal bonds, see page 82.)
■ Consider investing in Treasury securities. While in­
come from Treasury bills, notes and bonds is taxed 
federally, it is free o f all state and local taxes. You 
can buy Treasuries direct from the Federal Reserve
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7217 a 1.537 2051 3.312 : 4.563 ' 4,500 4.500 2.159 . None  None. .Top rate: 5.75% on taxable income over £17.000

7263 . 1.973 x • 2274 3.797 . 5.320 8.000 5.000 1 232. , . i - 0 7.000 . Top rate: 7.75X on taxable incxime overStOO.OQO

7268 1.455 1,716 • 2604 3.892 3.000 9.000 " 1.884 None Nona Rate: a flat 5% of modified federal taxable income

7.301 1,632 1.991 3.298 4,602 4.000 5.000 1,637 -Nona None • - Top rate: 6% on taxable income over S10.000

7.371 750 ' 997 1,791 3.178 8.000 5.000'"3,772 0 Top rale: 7% on taxable income over £ 150.000

7.493 1,513 1,914 3.064 4.214 4.000 4.000 2.566 34.300 Rate: a Hat 4.6% of taxable income

7.605 1.512 1,159 • 2897 4.920 7250 3.500 1998 Nona None Top rate: 11 % on taxable income over £414.400

7.634 2.119 2 272 4.033 5.817 5.000 7.000 1.492 None Nona Top rate: 82% on taxable income over S40.000

7.728 1.371 1.545 2981 4.486 5.000 5.500 2703 5.850 Top rate: 5.92% on taxable income over S45.000

7,751 1,065 1.395 2.643 4.153 5000 7.000 1.537 2100 30.100 Top rate: 6.3% on taxable incamo over S100.000

7.892 1.839 2242 3.595 4,943 6.000 7250 1.751 None None Top rate: 72% on taxable income over £7.500

7.962 1.562 1.494 3.323 5.332 5.000 5.000 2750 Hone None Top rate: 34% of federal income tax above £13.100

3.272 2.783 3.015 5.182 7,358 4.000 4.000 1,079 Nona None Toprate: 10% on taxable income over £41.003

9.311 2.041 2.326 4.067 5,807 5.500 7.500 2027 Norn None Top rate: 8.5% on taxable income over £83.300
3.314 1.476 1,416 3.038 4.761 7.000 7!00 2.928 None Nona Rate: 27.5% of modified federal tax liability
3.389 1,377 1.071 3.037 4.500 8.0G0 6.000 3.245 37.895 Rate: a flat 4.5% oi taxable income
8.390 2469 2.930 4,869 6.847 0.000 0.000 2910 None Nona Top rate: 9% on taxable Income over £ 10.000

3.568 2295 2.814 4.446 5.078 5.000 5.000 2098 5.000 8,000 Top rate, with local surtax: 9% over £150.000

3.611 2.030 1.965 3.907 5,384 6.000 5.000 2.495 None None Top rate: 9.89% on taxable income over £75.000
3.764 1.952 2.594 4.082 5,569 5.000 5.G0Q 2.732 23.500 55.500 Rate on earned income is 5.95%: unearned. 12%
8.770 2113 2.474 3.985 5,554 5.000 1500 2813 Nona None Top rate: 6.93% on taxable income eve: £20.000
9.348 2.505 2.856 4.829 6,878 6.000 5,000 2.298 None None Too rate: 9.5% on taxable income over S20.000

10.016 1.846 2157 4.108 5.821 4.000 3.500 3.255 25.500 Top rate: 7.875% on taxaole income over £26.000
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CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS RESA JERREL, AND 

I AM THE STATE DIRECTOR FOR NATIONAL FEDERATION OF INDEPENDENT 

BUSINESS -  NFIB/ALASKA. I  AM HAPPY TO BE HERE TODAY TO TESTIFY IN 

FAVOR OF HJR 9 .

NFIB/ALASKA IS  COMPRISED OF 5 ,0 0 0 SMALL AND INDEPENDENT 

BUSINESS OWNERS. THE LEGISLATIVE AGENDA OF NFIB/ALASKA IS 

DETERMINED BY OUR BALLOT. THE BALLOT IS  OUR ANNUAL POLL OF OUR 

MEMBERS ON A SERIES OF ISSUES DEEMED CRITICAL TO SMALL BUSINESS.

A MAJORITY VOTE, OF THE MEMBERS IN RESPONSE TO THE POLL, SETS OUR 

POLICY AND POSITION ON LEGISLATIVE ISSUES. WE THEN SHARE THE 

RESULTS OF OUR POLL WITH THE LEGISLATURE AND ADMINISTRATION. THERE 

IS NDT ENOUGH SPACE ON THE ANNUAL POLL TO PLACE EVERY POSSIBLE IS8UE 

BEFORE OUR MEMBERS. THEREFORE, WE ALSO USE THE PREVIOUS YEARS 

BALLOT RESULTS AS GUIDANCE ON ISSUES.

ALTHOUGH WE HAVE NOT POLLED OUR MEMBERS ON THIS SPECIFIC 

RESOLUTION, WE DO HAVE RESULTS ON THE ISSUE OF TAXES THAT GIVES US A 

VERY GOOD IDEA OF WHERE THEY STAND.

ON THE 1993 STATE BALLOT THE MEMBERS OVERWHELMINGLY VOTED,

(93X) TO REDUCE STATE GOVERNMENT SPENDING BEFORE INCREASING PRESENT 

TAXES OR IMPOSING NEW TAXES.

ALSO, IN 1990 THE MEMBERS VOTED CLEARLY TO REJECT, <SOJi> THE 

REINSTATEMENT OF THE STATE PERSONAL INCOME TAX.

NFIB/ALASKA THANKS YOU FOR THE OPPORTUNITY TO COMMENT ON THIS 

LEGISLATION. IF  YOU HAVE ANY QUESTIONS I WOULD BE HAPPY TO TRY AND 

ANSWER THEM.


