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TO:

FROM:
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DATE:

Representative John Coghill, Chairman 
House State A ffairs Committee

Representative Bill Hudson,UA] 
Alaska State Legislature VJ

SSHB 199 Hearing Request
January 22,2002

I respectfully request that you schedule S S I IB199 before your committee at your earliest 
convenience.

I have enclosed a sponsor statement along with the two versions of the bill, background 
information, and a small sample of letters o f support and opposition to the bill. A 
sectional analysis has been requested, and I would be happy to assist in obtaining the 
fiscal notes regarding this legislation.
I f you have any questions regarding this request please contact my s ta ff member 
handling this legislation, Melanie Lesh at 465-4230.
T hanks for yo u r  consideration .



A laska State Legislature

State Capitol 
Juneau, AK 
99801-1182

S p o n s o r  S t a t e m e n t  f o r  S p o n s o r  S u b s t i t u t e  H B  1 9 9  

R e i n s t a t i n g  a  s t a t e  p e r s o n a l  i n c o m e  t a x
R e p r e s e n t a t i v e  B i l l  H u d s o n

SSHB 199 (22-SL0753\J) changes die mediod for calculating taxes from a percent o f the household’s 
federal tax liability (from the federal tax tables) to a percent o f federal adjusted gross income (AGI). 
Essendaliy this changes the base from a percentage o f your federal taxes payable to a percentage o f 
your income and earnings,
The bill starts with a flat tax o f 1% o f AG I for the fust year and ratchets up to 2.25% o f AG I in the 
following year. The estimated new revenues for the first year after implementation o f SSHB 199, at 1% 
would be approximately $ 118.0 million. The second and subsequent years at 2.25% would yield 
approximately S285.0 million per year to help close the estimated SI billion per year fiscal gap. Federal 
adjusted gross income is defined as:

In addition to wages, salaries and tips, adjusted gross income includes other kinds o f income, 
such as pensions and annuities, dividends, alimony and capital gains. It also includes several 
o f the so-called above the line deductions that taxpayers arc not required to itemize on their 
federal tax return, such as interest on student loans, contributions to medical savings 
accounts and moving expenses.

Since this bill only partially closes the gap, other new revenue generating measures must be applied. I 
believe this phased in approach o f new taxes should help provide essential sendees, affect the average 
Alaskan worker only minimally, and coupled with some use o f the excess earnings o f the Permanent 
Fund help stabilize the Alaskan economy and retain the maximum amount o f PFD ’s.

The taxes generated at full implementation will be less than half o f the tax paid by Alaskan workers 
prior to repeal o f the state income tax in 1980. It would be modest in comparison to other states’ 
personal income tax in both the percentage applied and income derived.
It should be noted that the average cost per Alaskan household would amount to less than $900.00 per 
year at 2.25% o f AG I. I f  wc arc able to continue P FD ’s, even at $1,250.00, the average Alaskan 
household’s new tax liability would likely be fully covered by less than the value o f one PFD. But wc 
don’t get out o f the hole by this step alone. Other elements presented by the Fiscal Policy Caucus will 
have to be considered.

Finally, this very modest new tax would be deductible from your federal income tax and would allow 
over $50.0 million th.it would otherwise flow to Washington D.C. to remain in the Alaskan economy. 
We would also begin to capture revenues from non-residents employees that annually take over $900.0 
million out o f our state without contributing a dime for services they receive.
I believe it is imperative that wc act on this and other new revenue generating measures before 
adjournment o f this 2"d Session o f the 22nd Alaska Legislature.
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CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 199(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY T H E  H O U S E  S T A T E  A F F A IR S  C O M M IT T E E

O ffe red :
R e fe rred :

S p o n so r(s): R E P R E S E N T A T IV E S  H U D SO N , Scalzi

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxation, including taxation of income of individuals, estates, and 

trusts; and providing for an effective date."

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

* Section 1. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.009. Tax on individuals, estates, and trusts, (a) There is 

imposed for each taxable year an income tax, computed as provided in this section, on 

every

(1) resident individual; and

(2) nonresident and part-year resident individual, estate, and trust, with 

income from sources in the state.

(b) As soon as practicable after September 30 of each year, the department 

shall publish the tax rate for the following calendar year. The rate is two and one- 

fourth percent, except that, if, as of September 30 of that year, all appropriations from 

the budget reserve fund created by art. IX, sec. 17, Constitution of the State of Alaska,
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have been completely repaid, the rate is one percent for the following calendar year.

(c) The tax for a resident individual shall be computed by applying the rate 

described in (b) of this section to the individual's taxable income.

(d) The tax for a nonresident or part-year resident individual or for an estate or 

trust shall be computed by applying the rate described in (b) of this section to the 

individual's, estate's, or trust's taxable income, and multiplying the result by a fraction, 

the numerator of which is taxable income from all sources in the state and the 

denominator of which is taxable income from all sources.

(e) An individual whose income includes a cost-of-living allowance that is 

exempt from the federal income tax shall determine and include that amount as part of 

the individual's taxable income as if the cost-of-living allowance were not exempt.

(f) In this section, "taxable income" means adjusted gross income, as defined 

in 26 U.S.C. 62 (Internal Revenue Code), and includes the income described in (e) of 

this section.

* Sec. 2. AS 43.20.030(a) is amended to read:

(a) Every individual, trust, estate, partnership, and [IF A] coiporation 

subject to tax under this chapter [, OR A PARTNERSHIP THAT HAS A 

CORPORATION AS A PARTNER, IS] required to make a return of income under 

the provisions of the Internal Revenue Code [, IT] shall file with the department, 

within 30 days after the federal return is required to be filed, a return setting out

(1) the amount o f tax due under this chapter, less allowable credits 

and payments claimed against the tax; and

(2) other information that the departm ent requires for the purpose of 

carrying out the provisions of this chapter [THAT THE DEPARTMENT 

REQUIRES].

* Sec. 3. AS 43.20.031(c) is amended to read:

(c) In computing the tax under this chapter, a corporation [THE 

TAXPAYER] is not entitled to deduct any taxes based on or measured by net income.

* Sec. 4. AS 43.20.040 is repealed and reenacted to read:

Sec. 43.20.040. Income from sources in the state, (a) In this chapter, 

income from sources in the state includes

L
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(1) compensation for personal services rendered in the state;

(2) working in the state for salary or wages;

(3) income from real or tangible personal property located in the state;

(4) income from stocks, bonds, notes, bank deposits, and other 

intangible personal property having a taxable or business situs in the state; however, 

the receipt of interest income from intangible property in the state does not alone 

establish a taxable or business situs in the state;

(5) rentals and royalties for the use of or for the privilege of using, in 

the state, patents, copyrights, secret processes and formulas, good will, marks, trade 

brands, franchises, and other property having a taxable or business situs in the state;

(6) income distributed from a trust established under or governed by 

the laws of the state;

(7) income of a trust established under or governed by the laws o f the 

state and income of the estate of a decedent who on the date o f death was domiciled in 

the state;

(8) income, from a source with a taxable or business situs in the state,

of

(A) a trust not established under or governed by the laws of the

state; or

(B) the estate of a decedent who on the date o f death was not 

domiciled in the state;

(9) income of whatever nature from a source with a taxable or business 

situs in the state.

(b) Except as provided in (a)(4) of this section, in this section, income is from 

a source with a taxable or business situs in the state if it is attributed to or derived from

(1) business facilities or property in the state;

(2) business, farming, or fishing activities in the state;

(3) conducting in the state the management or investment function for 

intangible property;

(4) a partnership, limited liability company, estate, or trust conducting 

business activities in the state;

-3-
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(5) a corporation transacting business activities in the state that has 

elected to file federal returns under subchapter S of the Internal Revenue Code;

(6) any other activity from which income is received, realized, or 

derived in the state.

(c) If a business, trade, or profession is carried on partly inside and partly 

outside the state, other than the rendering of purely personal services by an individual, 

the income from sources in the state shall be determined as provided in AS 43.19.

* Sec. 5. AS 43.20 is amended by adding a new section to article 1 to read:

Sec. 43.20.046. Individual, trust, and estate tax credits, (a) For a resident, 

a trust established under or governed by the laws of this state, or the estate of a 

decedent who on th^ ^ t e  of death was domiciled in this state, the income tax imposed 

on that resident, trust, or estate by anoth. r state or territory of the United States for the 

taxable year, on income derived from sources in that state or territory, is allowed as a 

credit against the tax under this chapter.

(b) The credit under (a) of this section is determined by multiplying the tax 

computed under this chapter by a fraction, the numerator of which is the income 

derived from sources in the other state or territory and the denominator of which is 

income derived from all sources. The credit under (a) of this section may not exceed 

the actual tax paid to the other state or territory.

(c) An individual, estate, or trust is allowed only the state credits provided in 

this section. The total state credit allowed under this section may not exceed the tax 

liability for the taxable year for the individual, estate, or trust. A credit may not be 

carried, in whole or in part, to a different taxable year.

* See. 6. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.171. Tax withholding on wages of individuals, (a) Every 

employer making payment of wages, salaries, or crew shares after December 31,2002,

(1) shall deduct and withhold an amount of tax computed in a manner 

to approximate the amount of tax due on those wages, salaries, or crew shares under 

this chapter for that taxable year;

(2) shall remit the tax withheld to the department accompanied by a 

return on a form prescribed by the department at the times required by the department

W O R K  D R A F T  W O R K  D R A F T  22-LS0753YL
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by regulation;

(3) is liable for the payment of the tax required to be deducted and 

withheld under this section but is not liable to any individual for the amount o f the 

payment; and

(4) shall furnish to the employee on or before January 31 o f the

succeeding year, or within 30 days after a request by the employee after the

employee's termination if  the 30-day period ends before January 31, a written 

statement on a form prescribed by the department showing

(A) the name and taxpayer identification number of the

employer;

(B) the name and social security number of the employee;

(C) the total amount o f wages, salary, or crew shares for the

taxable year; and

(D) the total amount deducted and withheld as tax for the

taxable year.

(b) The department shall publish the rate of withholding required by this

section.

(c) In this section,

(1) "employee" includes an individual who receives compensation on a 

crew share basis in connection with a commercial fishing activity;

(2) "employer" includes a person who pays compensation to an 

individual on a crew share basis in connection with a commercial fishing activity.

* Sec. 7. AS 43.20.340 is amended by adding new paragraphs to read:

(12) "individual" means a natural person, married or unmarried, adult 

or minor, subject to payment of income tax under 26 U.S.C. (Internal Revenue Code);

(13) "nonresident" means an individual who is not a resident or part-

year resident;

(14) "resident" means an individual who, for the entire taxable year, 

was domiciled in the state or resided in the state.

* Sec. 8. AS 43.05.085; AS 43.20.012, and 43.20.013 are repealed.

* Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section to
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read:

TAX RATE FOR 2003. The tax rate for 2003 under AS 43.20.009, added by sec. 1 of 

this Act, is two and one-fourth percent.

* Sec. 10. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

SEVERABILITY. Under AS 01.10.030, if  any provision of this Act, or the 

application of a provision of this Act to any person or circumstance is held invalid, the 

remainder of this Act and the application to other persons is not affected.

* Sec. 11. This Act takes effect January 1, 2003.

199(STA) -6 -
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W O R K  D R A F T

CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 199(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY T H E  HO USE STA TE A FFA IR S C O M M IT T E E

Offered:
Referred:

Sponsor(s): RE P R E S EN T A T IV E S  HUDSON, Scalzi

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxation, including taxation of income of individuals, estates, and 

trusts; and providing for an effective date."

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

* Section 1. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.009. Tax on individuals, estates, and trusts, (a) There is 

imposed for each taxable year an income tax, computed as provided in this section, on 

every

(1) resident individual; and

(2) nonresident and part-year resident individual, estate, and trust, with 

income from sources in the state.

(b) As soon as practicable after September 30 of each year, the department 

shall publish the tax rate for the following calendar year. The rate is two and one- 

fourth percent, except that, if, as of September 30 of that year, all appropriations from 

the budget reserve fund created by art. IX, sec. 17, Constitution of the State of Alaska,
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have been completely repaid, the rate is one percent for tlie following calendar year.

(c) The tax for a resident individual shall be computed by applying the rate 

described in (b) of this section to the individual's taxable income.

(d) The tax for a nonresident or part-year resident individual or for an estate or 

trust shall be computed by applying the rate described in (b) of this section to the 

individual's, estate's, or trust's taxable income, and multiplying the result by a fraction, 

the numerator of which is taxable income from all sources in the state and the 

denominator of which is taxable income from all sources.

(e) An individual whose income includes a cost-of-living allowance that is 

exempt from the federal income tax shall determine and include that amount as part of 

the individual's taxable income as if the cost-of-living allowance were not exempt.

(f) In this section, "taxable income" means adjusted gross income, as defined 

in 26 U.S.C. 62 (Internal Revenue Code), and includes the income described in (e) of 

this section.

* Sec. 2. AS 43.20.030(a) is amended to read:

(a) Every individual, trust, estate, partnership, and [IF A] corporation 

subject to tax under this chanter [, OR A PARTNERSHIP THAT HAS A 

CORPORATION AS A PARTNER, IS] required to make a return of income under 

the provisions of the Internal Revenue Code [, IT] shall file with the department, 

within 30 days after the federal return is required to be filed, a return setting out

(1) the amount of tax due under this chapter, less allowable credits

and payments claimed against the tax; and

(2) other information that the departm ent requires for the purpose of 

carrying out the provisions of this chapter [THAT THE DEPARTMENT 

REQUIRES].

* Sec. 3. AS 43.20.031(c) is amended to read:

(c) In computing the tax under this chapter, a corporation [THE 

TAXPAYER] is not entitled to deduct any taxes based on or measured by net income.

* Sec. 4. AS 43.20.040 is repealed and reenacted to read:

Sec. 43.20.040. Income from sources in the state, (a) In this chapter,

income from sources in the state includes

:SSSHB 199(STA) -2-
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2

(1) compensation for personal services rendered in the state;

(2) working in the state for salary or wages;

(3) income from real or tangible personal property located in the state;

(4) income from stocks, bonds, notes, bank deposits, and other 

intangible personal property having a taxable or business situs in the state; however, 

the receipt of interest income from intangible property in the state does not alone 

establish a taxable or business situs in the state;

(5) rentals and royalties for the use of or for the privilege of using, in 

the state, patents, copyrights, secret processes and formulas, good will, marks, trade 

brands, franchises, and other property having a taxable or business situs in the state;

(6) income distributed from a trust established under or governed by 

the laws of the state;

(7) income of a trust established under or governed by the laws of the 

state and income of the estate of a decedent who on the date of death was domiciled in 

the state;

(8) income, from a source with a taxable or business situs in the state,

of

(A) a trust not established under or governed by the laws of the

state; or

(B) the estate of a decedent who on the date o f death was not 

domiciled in the state;

(9) income of whatever nature from a source with a taxable or business 

situs in the state.

(b) Except as provided in (a)(4) of this section, in this section, income is from 

a source with a taxable or business situs in the state if it is attributed to or derived from

(1) business facilities or property in the state;

(2) business, farming, or fishing activities in the state;

(3) conducting in the state the management or investment function for 

intangible property;

(4) a partnership, limited liability company, estate, or trust conducting 

business activities in the state;

-3-
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(5) a corporation transacting business activities in the state that has 

elected to file federal returns under subchapter S of the Internal Revenue Code;

(6) any other activity from which income is received, realized, or 

derived in the state.

(c) If a business, trade, or profession is carried on partly inside and partly 

outside the state, other than the rendering of purely personal services by an individual, 

the income from sources in the state shall be determined as provided in AS 43.19.

* Sec. 5. AS 43.20 is amended by adding a new section to article 1 to read:

Sec. 43.20.046. Individual, trust, and estate tax credits, (a) For a resident, 

a trust established under or governed by the laws of this state, or the estate of a 

decedent who on the date of death was domiciled in this state, the income tax imposed 

on that resident, trust, or estate by another state or territory of the United States for the 

taxable year, on income derived from sources in that state or territory, is allowed as a 

credit against the tax under this chapter.

(b) The credit under (a) of this section is determined by multiplying the tax 

computed under this chapter by a fraction, the numerator of which is the income 

derived from sources in the other state or territory and the denominator o f which is 

income derived from all sources. The credit under (a) o f this section may not exceed 

the actual tax paid to the other state or territory.

(c) An individual, estate, or trust is allowed only the state credits provided in 

this section. The total state credit allowed under this section may not exceed the tax 

liability for the taxable year for the individual, estate, or trust. A credit may not be 

carried, in whole or in part, to a different taxable year.

* Sec. 6. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.171. Tax withholding on wages of individuals, (a) Every 

employer making payment of wages, salaries, or crew shares after December 31, 2002,

(1) shall deduct and withhold an amount of tax computed in a manner 

to approximate the amount of tax due on those wages, salaries, or crew shares under 

this chapter for that taxable year;

(2) shall remit the tax withheld to the department accompanied by a 

return on a form prescribed by the department at the times required by the department

CSSSHB 199(STA) -4-
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by regulation;

(3) is liable for the payment o f the tax required to be deducted and 

withheld under this section but is not liable to any individual for the amount o f the 

payment; and

(4) shall furnish to the employee on or before January 31 o f the

succeeding year, or within 30 days after a request by the employee after the

employee's termination if the 30-day period ends before January 31, a written 

statement on a form prescribed by the department showing

(A) the name and taxpayer identification number o f the

employer;

(B) the name and social security number of the employee;

(C) the total amount o f wages, salary, or crew shares for the

taxable year; and

(D) the total amount deducted and withheld as tax for the

taxable year.

(b) The department shall publish the rate of withholding required by this

section.

(c) In this section,

(1) "employee" includes an individual who receives compensation on a 

crew share basis in connection with a commercial fishing activity;

(2) "employer" includes a person who pays compensation to an 

individual on a crew share basis in connection with a commercial fishing activity.

* Sec. 7. AS 43.20.340 is amended by adding new paragraphs to read:

(12) "individual" means a natural person, married or unmarried, adult 

or minor, subject to payment of income tax under 26 U.S.C. (Internal Revenue Code);

(13) "nonresident" means an individual who is not a resident or part-

year resident;

(14) "resident" means an individual who, for the entire taxable year, 

was domiciled in the state or resided in the state.

* Sec. 8. AS 43.05.085; AS 43.20.012, and 43.20.013 are repealed.

* Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section to
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1 read:

2 TAX RATE FOR 2003. The tax rate for 2003 under AS 43.20.009, added by sec. 1 of

3 this Act, is two and one-fourth percent.

4 * Sec. 10. The uncodified law of the State o f Alaska is amended by adding a new section to

5 read:

6 SEVERABILITY. Under AS 01.10.030, if any provision of this Act, or the

7 application of a provision of this Act to any person or circumstance is held invalid, the

8 remainder of this Act and the application to other persons is not affected.

9 * Sec. 11. This Act takes effect January 1, 2003.
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Federa l Ad justed  G ro s s  Income 

R e con  to A K D O L  g ro ss  w ages

1,077,973 ,000

25 ,694 ,650

951,163,000

4,520,537

2,155 ,626 ,000

8,995,181

2,879 ,870 ,000

19,464,131

2,081,458 ,000 4,264,637 ,000 13,210 ,727,000

58,674,498

A la s k a  T ax  B a se  
Am ount over B racket

1 ,103,667 ,650 955,683,537

0

2,164,621,181

0

2,699,334,131

0

2,081,458 ,000

0

4,264,637 ,000

0

13 ,269,401,498

T ax  G ene ra ted  (B a se  x Rate) 24 ,968 ,134 21,620,308 48 ,969 ,953 61 ,066 ,696 47 ,088,562 96 ,478 ,346 300,192,000

C red its

Credit: taxes pd to o ther sta tes

0

(309,000)

0

(315,000)

0

(1,359,000)

0

(2,263,000)

0

(2,021,000)

0

(8,925,000)

0

(15,192,000)

R evenue  (Tax - C red its) 24 ,659 ,134 21,305,308 47 ,610 ,953 58 ,803 ,696 45 ,067 ,562 87 ,553 ,346 285,000,000

Flat Rate  

F la t R a te

2.26% 2.26%

2.26%

2.26%

2.26%

2.26%

2.26%

2.26%

2.26%

2.26%

2.26%

A ve rage  E ffective  A K  T ax  Rate  

% of revenue from  group

2.23%

8.65%

2.23%

7.48%

2.20%

16.71%

2.18%

20.63%

2.17%

15.81%

2.05%

30.72%



1999 SOI Data (1999 Tax Yr) %  of Adjusted Gross Income DRAFT

T a rg e t R e ve n u e

N on resident B u s in e ss  Inc. T ax  Est.

M ode l Target R evenue

Rate  on AG I be low  b racket am ount

B racko t am ount

A K  C red it (Y  or N)

$ 270 ,000 ,000 

$
$ 270 ,000 ,000 

n o n e

S
n

« < E n te r  the revenue you expect from  Non -res iden t b u s in e ss  incom e 

< «  none = flat

» »  If 'Y ' enter » > »  Individual A K  cred it $

C red it on R ts o r T/P. t » »  T  for T /P  B a se d  C red it

AG I range (000) < $ 2 0 $20 < $30 $30  < 50 $50 < 75 $ 7 5 < 1 0 0 >=$100 Tota l

Fede ra l Tax Returns 

Jo in t Returns Above

142,308

10,461

38,368

10,187

54,758

22 ,618

43,651

29,707

24 ,213

20,465

24,212

21,251

327,510

114,689

Taxpayers 152,769 48,555 77 ,376 73,358 44,678 45,463 442,199

tt of C red its 152,769 48,555 77,376 73,358 44 ,678 45,463 442,199

Federa l Ad justed  G ro ss  Incom e 

R e con  to A K D O L  g ross w ages

1,077,973 ,000

25 ,694 ,650

951,163,000

4,520 ,537

2,155 ,626 ,000

8,995,181

2,679 ,870 .000

19,464,131

2,081,458 ,000 4,264,637 ,000 13,210,727,000

58 ,674 ,498

A la sk a  T ax  B a se  

Am ount over B racket

1 ,103,667 ,650 955,683,537

0

2,164,621,181

0

2,699,334,131

0

2,081,458 ,000

0

4,264,637 ,000

0

13,269,401,498

Tax  G enera ted  (B ase  x Rate) 23 ,720 ,526 20,539,984 46,523,021 58 ,015 ,314 44 ,735 ,640 91,657,514 285,192 ,000

C red its
Credit: taxes pd to other sta tes

0

(309,000)
0

(315,000)

0

(1,359,000)

0

(2,263,000)

0

(2,021,000)

0

(8,925,000)

0

(15,192,000)

R evenue  (Tax - C red its) 23 ,411 ,526 20,224,984 45,164,021 55 ,752 ,314 42 ,714 ,640 82,732,514 270,000 ,000

Flat Rate  

F lat Rate

2.15% 2.15%

2.15%

2.15%

2.15%

2.15%

2.15%

2.15%

2.15%

2.15%

2.15%

A ve rage  E ffective  A K  T ax  Rate  

% of revenue from  group

2.12%

8.67%
2.12%

7.49%

2.09%

16.73%

2.07%

20.65%

2.05%

15.82%

1.94%

30.64%



99 D O L

D O L  wages 9,201,169,498
I IIS wages 9,142,495,000

58,674,498 A ssign cliff. avg wage est #  rts

E ateries 31,608,065 0.05445646 3,195,206 4,736 675
H o tels 23,166,278 0.03991239 2,341,840 6,703 349
Seafood 136,721,368 0.2355526 13,820,930 8,161 1694
C onst C o n tr 31,469,910 0.05421844 3,181,240 13,851 230
H ealth  Sve 31,214,635 0.05377863 3,155,434 15,316 206
E n g /A c c tg 44,718,695 0.07704432 4,520,537 21,094 214
A ir transport 88,983,401 0.15330648 8,995,181 35,494 253
O il &  gas 192,545,838 0.33173068 19,464,131 59,281 328

580,428,190 58,674,498



STATE PERSONAL INCOME TAXES: FEDERAL STARTING POINTS

STATE

R e la tio n  to 

Internal R e ve n u e  

C o d e Tax Base
A L A B A M A —
A L A S K A n o  sta te  in com e  tax

A R IZ O N A 1/1/00

A R K A N S A S —
C A L IF O R N IA 1/1/98

C O L O R A D O Curren t
C O N N E C T IC U T C u rren t

D E L A W A R E C u rren t
F L O R ID A no  sta te  in com e  tax
G E O R G IA 1/1/00
H AW AII 12/31/99
ID A H O 1/1/99
ILL IN O IS Cu rren t
IN D IA N A 1/1/98
IO W A 1/1/99
K A N S A S Cu rren t
K E N T U C K Y 12/31/99
LO U IS IA N A Cu rren t
M A IN E 12/31/99
M A R Y L A N D Curren t
M A S S A C H U S E T T S Cu rren t
M IC H IG A N Cu rren t (a)

M IN N E S O T A Cu rren t
M IS S IS S IP P I —
M IS S O U R I Cu rren t
M O N T A N A Cu rren t
N E B R A S K A Cu rren t
N E V A D A
N E W  H A M P S H IR E  
N E W  J E R S E Y  
N E W  M E X IC O  
N E W  Y O R K  
N O R T H  C A R O L IN A  
N O R T H  D A K O T A  
O H IO
O K L A H O M A
O R E G O N
P E N N S Y L V A N IA
R H O D E  IS L A N D
S O U T H  C A R O L IN A
S O U T H  D A K O T A

T E N N E S S E E
T E X A S
U T A H
V E R M O N T
V IR G IN IA

W A S H IN G T O N
W E S T  V IR G IN IA
W IS C O N S IN
W Y O M IN G

D IST . O F  C O L U M B IA

no  sta te  in com e  tax 
on Interest &  d iv id en d s  on ly

Cu rren t
Cu rren t
6/1/99

Cu rren t
Cu rren t
Cu rren t
Cu rren t

Cu rren t 
12/31/99 

n o  s ta te  in com e  tax 
on  in te re st &  d iv id end s  on ly  

no  sta te  in com e  tax 
Cu rren t 

Cu rren t (c)
Cu rren t 

no  sta te  Incom e tax 
1/1/00 

12/31/99 
n o  sta te  in com e  tax

Cu rren t

federa l ad justed  g ro ss  in com e

federa l ad ju sted  g ro s s  in com e  
fed e ra l taxab le  in com e  

federa l ad ju sted  g ro s s  in com e  
federa l ad ju sted  g ro s s  in com e

federa l ad ju sted  g ro s s  in com e  
fede ra l taxab le  in com e  
fede ra l taxab le  in com e  

federa l ad ju sted  g ro s s  in com e  
federa l ad ju s ted  g ro ss  Incom e 
fed e ra l ad ju sted  g ro s s  in com e 
fede ra l ad ju s ted  g ro s s  in com e  
federa l ad ju s ted  g ro s s  in com e  
fed era l ad ju sted  g ro s s  in com e  
federa l ad justed  ^ ross in com e  
federa l ad ju sted  g ro s s  in com e 
fede ra l ad ju s ted  g ro s s  in com e 
federa l ad ju sted  g ro s s  in com e  

fede ra l taxab le  in com e

federa l ad justed  g ro s s  in com e  
federa l ad ju sted  g ro s s  in com e  
fede ra l ad ju sted  g ro s s  in com e

fede ra l ad justed  g ro s s  in com e 
federa l ad ju s ted  g ro s s  in com e 

federa l taxab le  in com e  
federa l liab ility  (b) 

fede ra l ad justed  g ro s s  in com e  
fede ra l ad justed  g ro s s  in com e  

fede ra l ta xab le  in com e

federa l liab ility  
fede ra l taxab le  in com e

federa l taxab le  in com e 
fede ra l liab ility  

fed e ra l ad justed  g ro s s  in com e

fede ra l ad ju sted  g ro s s  in com e 
fede ra l ad jus ted  g ro s s  in com e

federa l ad jus ted  g ro s s  in com e

S o u rce : C o m p ile d  by  the  F ede ra tio n  of T a x  A dm in is tra to rs  from  v a r io u s  sou rces .
--- sta te  d o e s  not em p lo y  a  fed e ra l sta rting  point. C u rren t in d ica te s  sta te  h a s  adop ted  IR C  a s  
cu rren tly  in effect. D a te s  in d ica te  sta te  h a s  adop ted  IR C  a s  am m end ed  to that da te .

(a) o r 1/1/96, ta xpaye r's  option .
(b) o r federa l ta xab le  in co m e  b a se d  on  cu rren t IRC .
(c) not to e x cee d  tax com p u ted  u s ing  IR C  a s  of 12/31/99.
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N ov./Dec. 200]

M ost states 

calculate state 
income taxes 

based on a 

federa l s ta rtin g  

p o in t.

Ever)' state w ill 

fe e l the effects o f  

federa l income 

tax reduction.

N a t i o n a l  C o n f e r e n c e  o f  S t a t e  L e g i s l a t u r e s

LEGISBRIEF
B r i e f i n g  P a p e r s  o n  t h e  I m p o r t a n t  I s s u e s  o f  t h e  D ay

V ol. 9, No. 43

State Income Taxes: Conforming to the Federal Code
B y  A ly s o n n  M c L a u g h lin

Since the establishment o f  a federal income tax in 1913  and codification o f  the Internal Revenue 
Code in 1 93 9 , state and local governments have largely designed their income taxes around the 
rules and defin itions in the federal code. C on fo rm ing  to the federal tax code promotes compliance 
and simplifies tax adm inistration.

T h e  Fede ra l “ S ta rting  P o in t .”  O f  the 41 states and the D istric t o f  C o lum b ia  that collect an 
income tax, a ll but five — Alabama, Arkansas, Mississippi, New  Jersey and Pennsylvania— calculate 
state incom e taxes based on a federal starting point. From  that po in t (which may be adjusted gross 
income, total taxable income o r federal tax liab ility ), states app ly their own personal exemptions, 
credits, deductions and tax rates. States may also w ork  backward from  the starting point, disallow­
ing federal credits o r deductions not perm itted under their laws. T h e  three federal starting points 
are described below.

1. Federa l A d ju sted  G ross In com e . In  addition to wages, salaries and tips, adjusted gross income 
includes o the r kinds o f  income, such as pensions and annuities, a lim ony and capital gains. It also 
includes several o f  the so-called above-the-line deductions that taxpayers are not required to 
itemize on their federal tax return , such as interest on student loans, contributions to medical 
savings accounts and moving expenses,

2 . Federa l Taxab le  Incom e . Th is is derived by applying item ized deductions to adjusted gross 
income. Item ized deductions include mortgage interest, state income and property taxes, medical, 
educational and business expenses, legal fees, and wagering losses.

3 . Federa l Tax L iab ility . Federal marginal income tax rates, as well as incom e calculations, arc 
reflected in this starting poin t. Federal tax liability' also incorporates a num ber o f  elements not 
included in an income-based starting po in t, such as the alternative m in im um  tax and credits fo r 
the elderly and disabled, child and dependent care, adop tion , and the H op e  and Lifetime Learning 
education tax credits.

T he  recent federal tax cut has raised questions about how, and to what extent, state revenues arc 
tied to the decisions o f  federal lawmakers. Passage o f  the federal tax cut prom pted several states to 
pass laws to  lessen its impact on  state tax receipts. A lthough every state w ill feel the effects o f  the 
federal tax reduction, the effects w ill not be un ifo rm . A ll states w ill lose revenue from  the elim ina­
tion o f  the state death tax credit. M ost w ill lose revenue from  the expansion o f  several education- 
related deductions. N o rth  D akota , Rhode Island and Verm ont have recently changed their tax 
laws to avoid losing revenue due to the reductions in marginal tax rates. Iow a, M issouri, O regon 
and U tah have passed legislation to make the federal tax rebate exempt from  state taxation, A l-

Naiional Conference Denver Washington, D .C .
o f State Legislatures 1560 Broadway, Suite 700 444 North C apitol Street, NW, Suite 515

Deliver. Colorado 80202 Washington, D .C. 20001
Executive Director Phone (303) 830-2200 Phone (202) 624-5400
William T. Pound Fax (303) 863-8003 Fax (202) 737-J069



though m ore  states are expected to fo llow  suit, those that a llow  a state deduction fo r federal tax 
payments w ill still experience some revenue gain from  the federal tax cut.

The effect o f  the recent federal tax legislation varies depending on the states starting point. F o r 
example:
t /A n y  S ta rtin g  P o in t. A m ong other provisions, the federal tax cut increases the income lim it fo r 
the student loan interest deduction and repeals the lim it on  the number o f  months fo r which it can 
be claimed. M any states define their federal starting po in t under the Internal Revenue Code as it is 
currently in effect. Since this change is incorporated in the current federal defin ition o f  adjusted 
gross income, these states w ill experience a reduction in state revenues w ithout fu rther legislative 
action. O th e r states period ica lly revise their date o f  con fo rm ity  to the federal code. W h ile  a state 
may elect to retain its existing date o r select a date p rio r to the effective date o f  the new federa l tax 
law, such a decision w ou ld  complicate tax adm inistration and compliance.

F ede ra l Taxable Incom e. T he  federal legislation also phases out the overall lim it on item ized 
deductions. Fu ll use o f  item ized deductions in some o f  these states w ill require no legislative 
action. C on fo rm ity  w ill need to be updated before the phase-out takes effect in other states. In  
addition , a change in item ized deductions could affect states that do not have a federal starting 
poin t o r th a t  con fo rm  based on adjusted gross income i f  they a llow  specific deductions through 
reference to the federal code.

F ede ra l Tax L ia b ility . U n til recently, N o rth  Dakota , R hode Island and Verm ont used federal tax 
liability' as the starting po in t fo r calculating state taxes owed. Each would have faced a substantial 
loss in revenue due to the marginal rate reductions and tax credit changes, such as the child tax 
credit. Each has changed its tax laws fo r 2001  and w ill con fo rm  based on either adjusted gross 
income o r taxable income.

C o rp o ra te  In com e  Taxes. T o an even greater extent than personal taxes, states tend to con fo rm  
their corporate taxes to the federal code. W ith  a few exceptions, these states begin com putation o f  
the state tax on the basis o f  federal taxable income. As a result, changes in federal corporate incom e 
tax p o liq ' o ften have broad effects on  tax revenue at the state level.

Use o f  IR S  D e fin it io n s  and D a ta . In  addition ro those states that use ;. federal starting po in t, 
every state that collects an income tax relies, to some extent, on the federal -ax code. State incom e 
taxation, both personal and corporate, depends upon defin itions established in the federal code 
and on data generated by the In terna l Revenue Service. I f  the federal government were to replace 
the federal incom e tax w ith a national sales tax o r o ther means o f  raising revenue, states w ou ld  have 
to recreate this adm inistrative structure and establish their own defin itions o f  terms such as wage 
income, interest, dividends and capital gains. States m ight also face constitu tiona l, as well as 
practical, d ifficu lties in seeking to require out-of-state taxpayers to report the required in fo rm ation .
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STATE INDIVIDUAL INCOME TAXES
(Tax rates for tax year 2001 -- as of January 1,2001)

TAX RATE R A N G E  
(In percents) 
Low High

Number
of INCOM E B RA CK ETS  

Bracket! Lowest Highest
PE R SO N A L  EXEM PTIO NS 
Single Married lependents

FED ER A L  
INCOM E TAX 
D EDUCTIBLE

ALABAMA 2.0 - 5.0 3 500 (b) - 3,000 (b) 1,500 3,000 300 *
ALASKA No State Income Tax
ARIZONA 2.87 * 5.04 5 10,000 (b) - 150,000 (b) 2,100 4,200 2,300
ARKANSAS 1.0 - 7.0(e) 6 2,999 - 25,000 20(c) 40(c) 20(c)
CALIFORNIA (a) 1.0 - 9.3 6 5,454 (b) - 35,792 (b) 72(C) 142(C) 227 (c)
COLORADO 4.63 1 — Flat rate— ----- ------None™
CONNECTICUT 3.0 - 4.5 2 10,000 (b) - 10,000 (b) 12,000 (0 24,000 (0 0
DELAWARE 2.2 - 5.95 7 5,000 - 60,000 110 (c) 220 (c) 110(c)
FLORIDA No State Income Tax
GEORGIA 1.0 - 6.0 6 750 (g) - 7,000 (g) 2,700 5,400 2,700
HAWAII (h) 1.5 - 8.5 8 2,000 (b) - 40,000 (b) 1,040 2,080 1,040
IDAHO 2.0 - 8.2 8 1,000 (i) - 20,000 (1) 2,900 (d) 5,800 (d) 2,900 (d)
ILLINOIS 3.0 1 — Flat rate— 2,000 4,000 2,000
INDIANA 3.4 1 — Flat rate— 1,000 2,000 1,000
IOWA (a) 0.36 - 8.98 9 1,162 - 52,290 40 (C) 80(C) 40 (c) •

KANSAS 3.5 - 6.45 3 15,000 (b) - 30,000 (b) 2,250 4,500 2,250
KENTUCKY 2.0 - 6.0 5 3,000 - 8,000 20(C) 40(C) 20 (c)
LOUISIANA 2.0 - 6.0 3 10.000(b) - 50.000(b) 4,500 (j) 9,000 (j) 1.000 (j) ♦

MAINE (a) (k) 2.0 - 8.5 4 4.150(b) - 16.500(b) 2,850 5,700 2,850
MARYLAND (ad 2.0 - 4.8 4 1,000 - 3,000 2,100 4,200 2,100
MASSACHUSETTS 5.6 1 — Flat rate— 4,400 8,800 1,000
MICHIGAN (a) 4.2 (I) 1 — Flat rate— 2,800 5,600 2,800
MINNESOTA (a) 5.35 - 7.85 3 17,570 (m - 57,710 (m) 2,900 (d) 5,800 (d) 2,900 (d)
MISSISSIPPI 3.0 - 5.0 3 5,000 - 10,000 6,000 12,000 1,500
MISSOURI 1.5 - 6.0 10 1,000 - 9,000 2,100 4,200 2,100 *(u)
MONTANA (a) 2.0 - 11.0 10 2,100 - 73,000 1,610 3,220 1,610 *

NEBRASKA (a) 2.51 - 6.68 4 2,400 (n) - 26,500 (n) 91 (C) 182 (c) 91 (c)
NEVADA No State Income Tax
NEW HAMPSHIRE State Income Tax is Limited to Dividends and Interest Income Only.
NEW JERSEY 1.4 - 6.37 6 20,000 (o) - 75,000 (O) 1,000 2,000 1,500
NEW MEXICO 1.7 -  8.2 7 5,500 (p ) - 65,000 (p ) 2,900 (d) 5,800 (d) 2,900 (d)
NEW YORK 4.0 - 6.85 5 8,000 (b) - 20,000 (b) 0 0 1,000
NORTH CAROLINA 6.0 - 7.75 3 12,750 (q) - 60,000 (q) 2,500 (q) 5,000 (q 2,500 (q)
NORTH DAKOTA 2.67 - 12.0 (r) 8 3,000 - 50,000 2,900 (d) 5,800 (d) 2,900 (d) *(r)
OHIO (a) 0.691 - 6.980 ,'s) 9 5,000 - 200,000 1.050 (s) 2,100 (s) 1,050 (s)
OKLAHOMA 0.5 • 6.75 (t) 8 1,000 - 10,000 1,000 2,000 1,000 •(t)
OREGON (a) 5.0 • 9.0 3 2.350(b) - 5.850 (b) 132 (C) 264 (c) 132 (c) •(u)
PENNSYLVANIA 2.8 1 — Flet rate— ------ — None— -------

RHODE ISLAND 25.5% Federal tax liability (v) —- - - —

SOUTH CAROLINA (a) 2.5 - 7.0 6 2,310 - 11.550 2,900 (d) 5,800 (d) 2,900 (d)
SOUTH DAKOTA No State Income Tax
TENNESSEE State Income Tax is Limited to Dividends and Interest Income Only.
TEXAS No State Income Tax
UTAH 2.30 -  7.0 6 750(b) - 3.750(b) 2,175 (d) 4,350 (d) 2,175 (d) *(w)
VERMONT 24.0% Federal tax liability (x) — — ...

VIRGINIA 2.0 - 5.75 4 3,000 - 17,000 800 1,600 800
WASHINGTON No State Income Tax
WEST VIRGINIA 3.0 • 6.5 5 10,000 - 60,000 2,000 4,000 2,000
WISCONSIN 4.6 - 6.75 (y) 4 1,500 112,500 700 1,400 400
WYOMING No State Income Tax

DIST. OF COLUMBIA 5.0 - 9.0 (z) 3 10,000 - 30,000 1,370 2,740 1,370
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STATE INDIVIDUAL INCOME TAXES (fo o tn o te s )
S o u rce : T h e  F ede ra t io n  of T a x  A dm in is tra to rs  from  v a r io u s  so u rce s .
(a) S e v e n  s ta te s  h a ve  s ta tu to ry  p ro v is io n  for a u to m a tic  ad ju stm en t o f tax  b racke ts , p e rso n a l e xem p tio n  o r  s tanda rd  

d e d u c t io n s  to the  rate o f in flation. M ich ig an , N e b ra s k a  and  O h io  in d e xe s  the  p e rsona l e xem p tion  am oun ts  on ly.

(b) F o r  jo in t re turns, the  ta x e s  are  tw ice  the tax  im p o se d  on  ha lf the in com e.

(c) tax  c re d its .
(d) T h e se  s ta te s  a llow  p e rsona l e xem p tion  o r s ta nda rd  d edu ctio n s  a s  p rov ided  in the IR C . U tah  a llo w s  a  pe rsona l 

e xem p tion  e qua l to  th ree -fou rths the  fed e ra l e xem p tion s .
(e) A  sp e c ia l tax  tab le  is  a v a ila b le  fo r low  in co m e  ta x p a ye rs  redu c ing  th e ir tax paym en ts.

(f) C o m b in e d  p e rsona l e xem p tion s and  s tanda rd  deduction . A n  add itiona l tax  cred it is  a llow ed  rang ing  from  75%  to 

0%  b a se d  on  s ta te  ad ju sted  g ro ss  in com e . E xem p tio n  am oun ts  a re  p h a se d  out fo r h igh e r in co m e  taxpaye rs  until 

they  a re  e lim in a ted  fo r h o u seh o ld s  ea rn ing  o v e r $52 ,500 .
(g) T h e  tax b ra ck e ts  reported  a re  fu r s in g le  in d iv id ua ls . F o r  m a rried  h o u seh o ld s  filing sep a ra te ly , the s a m e  ra tes

ap p ly  to in co m e  b ra cke ts  rang ing  from  $5 00  to $5 ,000 ; and the  in co m e  b racke ts  range  from  $1 ,0 00  to $10 ,000  for

jo in t f ile rs .
(h) F o r  tax  y e a rs  beg in n ing  a fte r 2001 , the  tax  ra tes range  from  1.4%  to  8 .25%  fo r the s a m e  tax  b racke ts .

(i) F o r  jo in t re turns, the tax is  tw ice  the tax  im po sed  on  ha lf the in com e . A  $10  filing tax is  ch a rg e  for e a ch  return an d  a 

$ 1 5  c red it is  a llow ed  fo r e a ch  exem ption .

(j) C o m b in e d  p e rso n a l e xem p tion  and  s ta nda rd  deduction .
(k) Incom e le v e ls  in e a ch  tax  b racke t w ill in com e  fo r tax  y e a rs  2 0 02  and  beyond.

(I) T a x  rate  s c h e d u le d  to d e c re a se  to 4 .1%  fo r tax  y e a r 2002 .
(m) T h e  tax  b ra c k e ts  reported a re  fo r s in g le  ind iv idua l. F o r  m arried  co u p le s  filing  jo in tly, the  sa m e  ra te s  ap p ly  for 

in co m e  und e r $25 ,6 8 0  to o v e r $102 ,030 .
(n) T h e  tax b ra ck e ts  reported  a re  for s in g le  ind iv idua l. F o r  m arried  c o u p le s  filing  jointly, the  s a m e  ra tes ap p ly  for 

in com e  un d e r $4 ,0 00  to o v e r  $46,750.
(o) T h e  tax b ra c k e ts  reported  a re  for s in g le  in d iv id ua ls . F o r  m arried  co u p le s  filing jointly, the s a m e  ra tes ap p ly  for 

in co m e  un d e r $20 ,0 0 0  to o v e r $150 ,000 .

(p) T h e  tax b ra ck e ts  reported  a re  fo r s in g le  in d iv id ua ls . F o r  m arried  co u p le s  filing jointly, the s a m e  ra tes ap p ly  for 
in com e  und e r $ 8 ,0 00  to o v e r  $100 ,000 . M a rr ie d  h o u seh o ld s  filing sep a ra te ly  pay the  tax  im p o se d  on ha lf the 

in com e .
(q) T h e  tax  b ra ck e ts  reported  a re  fo r s in g le  ind iv idua ls . F o r  m a rried  taxpaye rs , the  sam e  ra tes ap p ly  to in com e  

b ra c k e ts  rang ing  from  $21 ,250  to $100 ,000 . Lo w e r e xem p tion  am oun ts  a llow ed  for h igh  in com e  taxpaye rs .
(r) T a x p a y e rs  h ave  the  optior. of pay ing  14%  of the ad ju s ted  fed e ra l in com e  tax liab ility, w ithout a  dedu ctio n  of federa l 

taxes . A n d  add it iona l $ 3 00  per sona l e xem p tion  is  a llow ed  fo r jo in t re turns o r unm arried  head  o f hou seho ld s.
(s) P lu s  an  ad d itiona l $20  p e r exem p tion  tax cred it. R a te  reported  a re  fo r tax  y e a r  2000, the 2001 ra tes w ill not be 

d e te rm ined  until Ju ly , 2001 .
(t) T h e  rate  range  reported  is  fo r s in g le  p e rso n s  not dedu ctin g  federa l in com e  tax. F o r m arried  p e rso n s  filing jointly, 

the sa m e  ra te s  a p p ly  to in com e  b ra ck e ts  rang ing  from  $ 2 ,0 00  to $21 ,000 . S e p a ra te  s ch e d u le s , w ith ra te s  rang ing  

from  0 .5%  to 10%., ap p ly  to ta x p a ye rs  dedu cting  fed e ra l in com e  taxes .
(u) D edu c tio n  is  lim ited to $10 ,000  fo r jo in t re tu rns and  $5 ,0 00  fo r in d iv id ua ls  in M isso u r i an d  to $ 3 ,0 00  in O regon .

(v) T a x  rate  s c h e d u le d  to d e c re a se  to 25%  of F e d e ra l ta x  liab ility  fo r tax  y e a rs  2002 .

(w) O n e  ha lf of the fed e ra l in com e  ta x e s  are  deductib le .
(x) If V e rm o n t tax  liab ility  for an y  taxab le  y e a r  e x c e e d s  the  tax liab ility  de te rm inab le  under fede ra l ta x  law  in e ffect on 

D e ce m b e r 3 1 ,1 9 9 9 , the taxpaye r w ill be  entitle  j  to a  cred it o f 106%  of the e x c e s s  tax.

(y) T he  tax b ra ck e ts  reported  a re  fo r s in g le  ind iv idua ls . F o r  m arried  taxpaye rs , the sam e  ra tes ap p ly  to in com e  

b ra c k e ts  rang ing  from  $10 ,000  to $150 ,000 .
(z) T a x  rate  d e c re a s e s  a re  s ch e d u le d  fo r tax y e a rs  2 0 02  an d  2003 .

(aa) T o p  tax  ra te  is  s c h e d u le d  to d e c re a se  to 4 .75%  for tax  y e a rs  beg in n ing  a fte r 2001.

F E D E R A T IO N  O F  T A X  A D M IN IS T R A T O R S  -  F E B R U A R Y  2001



Table 1
Alaska Resident and Nonresident Workers and Wages -1998 and 1999

1998
Resident
Workers

1999
Resident
Workers

Percent
Change

‘98-'99

1998
Nonresident

Workers

1999
Nonresident

Workers

Percent
C hange

'98-'99

1998
Resident

W a g es

1999
Resident

W a g es

Percent
C hange

‘98-‘99

1998
Nonresident

W ages

1999
Nonresident

W a g es

Percent
C hange

'98-‘99

Ag., For., and Fishing 1,861 2,015 8.3% 722 665 -7.9% $29,192,897 $32,199,736 10.3% $7,372,698 $7,618,956 3.3%
Mining 10,399 10,130 -2.6% 3,686 3,100 -15.9% 623,695,715 591,807,698 -5.1% 210,083,261 167,632,905 -20.2%
Construction 19,179 20,034 4.5% 4,584 4,168 -9.1% 526,527,856 572,823,098 8.8% 74,024,660 68,617,020 -7.3%
Manufacturing 12,783 12,772 -0.1% 18,161 17,648 -2.8% 311,635,925 300,332,258 -3.6% 161,610,137 168,104,836 4.0%
Trans., Comm., Util. 26,769 28,010 4.6% 5,631 5,130 -8.9% 903,812,193 967,282,863 7.0% 142,738,445 136,864,531 -4.1%
W holesale Trade 9,822 9,982 1.6% 1,811 1,542 -14.9% 284,792,138 282,816,835 -0.7% 27,120,903 19,352,045 -28.6%
Retail Trade 57,557 59,637 3.6% 13,501 12,343 -8.6% 827,182,314 884,392,078 6.9% 75,986,683 71,401,729 -6.0%
Finance, Ins. and  R.E. 13,370 13,515 1.1% 1,417 1,198 -15.5% 370,008,036 386,252,480 4.4% 16,106,225 15,517,621 -3.7%
Services 72,893 75,195 3.2% 16,215 15,117 -6.8% 1,556,383,238 1,646,315,840 5.8% 167,253,271 144,175,907 -13.8%
Nonclassifiable 384 837 118.0% 177 494 179.1% 4,360,683 17,425,645 299.6% 1,792,582 4,962,026 176.8%
Total P riva te  S e c to r 225,017 232,127 3.2% 65,910 61,405 -6.8% 5,437,590,994 5,629,895,198 3.5% 884,088,865 804,247,577 -9.0%

Local Govt 39,653 39,688 0.1% 2,462 2,362 -4.1% 1,120,388,301 1,098,283,964 -2.0% 27,703,333 27,672,849 -0.1%
State Govt 21,979 22,086 0.5% 1,179 > ,061 -10.0% 747,096,995 746,863,669 0.0% 17,872,145 16,936,877 -5.2%

Total 286,707 293,901 2.9% 69,551 64,828 -6.8% $7,305,205,870 $7,475,042,831 2.3% $929,668,123 $848,857,303 -8.7%
Source: Alaska Department of Labor and  Workforce Development, R esea rch  and  Analysis Section.
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Statewide Employment and Earnings by Industry, 1998
________________________________________________________ Employment______ Earnings
INDUSTRIAL CLASSIFICATION

ANN AV YEARLY ANN AV ,
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC MO EMP EARNINGS ($) vIO EARN ($)

253,466 260,531 263,777 267,238 278,662 281,687 281,948 282,106 286,640 274,777 267,216 264,837 271,907 9,108,277,123 ' ■ ..-.-I :2,791
180,730 186,270 189,286 192.329 202,540 214,442 222,786 221,860 212,889 199,844 192,811 190,218 200,500 6,385,282,809 2,654
72,736 74,261 74,491 74,909 76,122 67,245 59,162 60,246 73,751 74,933 74,405 74,619 71,407 2,722,994,314 3,178

998 1,033 1,129 1,312 1,744 1.858 1,809 1,816 1,579 1,385 1,239 1,167
I v

1,422
-

37,199.561 2,179
9,826 10,052 9,817 10,118 10,269 10,541 10,837 11,042 10,918 10,881 10,421 10,634 10,446 831,901,081 6,636

10,322 10,540 10,968 11,721 13,478 15,247 16,324 16,654 16,013 15,055 13,147 11,715 13,432 614.690.982 3,814
11,255 14,976 15,258 13,983 13,603 15,856 20,784 19,047 16,272 12,429 10,506 8,657 14,386 449,304,912 2,603
1,695 1,927 2,336 2,728 2,858 3,136 3,151 3,131 3,146 3,115 2,918 2,392 2,711 105,878,331 3,254
9,560 13,049 12,922 11,255 10.745 12,720 17,633 15,916 13,126 9,314 7,588 6,265 11,674

%?&$$$
343.426.581

■ V23,061 23,527 23,947 24,397 26,277 27,105 27,569 28,216 27,339 25,600 24,587 24,178 25,484 1,051,890,071 3,440
: :52,298 52,156 52,975 54.346 57.589 60,576 61,415 60,799 58,947 55,870 55,902 56,244 56,593 1,236,845,730 1,821

8,587 8,656 8,747 8,836 9,165 9,436 9,930 9,870 9,560 9,127 9.0B0 9,012 9,167 333,751,696 3,034
43,711 43,500 44,228 45,510 48,424 51,140 51,485 50,929 49,387 46,743 46,822 47,232 47,426 903,094,034 1 587

. V.10,793 10,731 10,881 10,975 11,243 11,600 11,768 11,847 11,502 11,712 11,405 11,514 11,331: .'‘.I* 385,730,234 2,337
’ - \

61,911 62,925 63,954 65,112 67,932 71,188 71,943 72,061 69,890 66,570 65,261 65,702 67,037 ft) 1,706,846,401 2,196T /Cat V'l
266 330 357 365 405 471 337 378 429 342 343 407 369 10,873,837 2,455, , c;T"

72,736 74,261 74,491 74,909 76,122 67,245 59,162 60,246 73,751 74,933 74,405 74,619 71,407 2,722,994,314 3,178
16,816 16,793 16,832 16.867 17,595 17,922 17,941 17,893 17,600 16,674 16,598 16,570 17,175 786,153,743 3,814
20,650 21,580 21,660 22,041 22,249 20,885 21,214 20,447 21,834 22,012 21,920 21,960 21,538 795,439,664 3,078
35,270 35,888 35,999 36,001 36,278 28,438 20,007 21,906 34,317 36,247 35,887 36,089 ; 32,694 1,141,400,907 2,909

TOTAL INDUSTRIES
PRIVATE OWNERSHIP
TOTAL GOVERNMENT
AGRICULTURE, FORESTRY & FISHING
MINING
CONSTRUCTION
MANUFACTURING 

DURABLE GOODS 
NONDURABLE GOODS

TRANS., COMM. & UTILITES
TOTAL TRADE 

WHOLESALE TRAOE 
RETAIL TRADE

FINANCE. INS. & REAL ESTATE
SERVICES
NONCLASSIFIABLE ESTAB.
TOTAL GOVERNMENT 

FEDERAL GOVERNMENT 
STATE GOVERNMENT 
LOCAL GOVERNMENT

Employment and Earnings Summary Report, 1998 Email: Sara_Verrelli@labor.state.ak.us
Source: Alaska Department ot Labor and Workforce Development, Research and Analysis Section
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State Income Tax

Subject: State Incom e Tax
Date: Sun, 20 Jan 2002 13:26:10 -0800 

From: "Robert Warner" <akrdw@ktn.net>
To: <Representative_BilI_Hudson@legis.state.ak.us>

CC: <Representative.Bi 11.Williams®legis.state.ak.us>

H o n o ra b le  R e p r e s e n ta t i v e  Bill H u d s o n  
A la s k a  S t a t e  L eg is la tu re  
J u n e a u ,  Ak 99801

D e a r  R e p r e s e n ta t i v e  H u d so n :

T h e  r e c e n t  d i s c u s s io n  a n d  p r e s s u r e  for a  s t a t e  in c o m e  ta x  h a s  m e  c o n f u s e d .  Y e a rs  a g o  I th o u g h t  th a t  th e  pr im ary  
p u r p o s e  of t h e  A la s k a  P e r m a n e n t  F u n d  w a s  to  p rov ide  fun :s for s t a t e  g o v e r n m e n t  w h e n  oil p roduction  a n d  r e v e n u e s  
dec l ined .  W h y  w ou ld  w e  c o n s id e r  a  in c o m e  tax  w h e n  w e . e  still is su ing  D ividend c h e c k s  to o u r  c i t iz en s?  T h is  
s e e m s  c ra z y  to  m e!

A s a  retired  p e r s o n  I w ould  no t b e  a b le  to  p r e s s u r e  a n  em p lo y e r  for m o r e  m o n e y  to p a y  s u c h  a  tax. U n d e r  th e  
G o v e rn o r 's  p lan ,  th e  in c o m e  ta x  w ould  (1) w ipe o u t  a n y  in c o m e  I re c e iv e  from P e r m a n e n t  F u n d  d iv idends ,  (2) w ipe 
ou t all of m y  re t i re m e n t  c o s t  of living a d ju s tm e n ts  for A laska ,  a n d  (3) req u ire  th a t  I p ay  s e v e r a l  h u n d r e d  additional 
do lla rs .  I h a v e  h e a r d  s e v e r a l  re t i re e s  h e r e  in K e tch ikan  s a y  th a t  th e y  w ould  likely h a v e  to  m o v e  ou t of A la s k a  if s u c h  
a  tax  w a s  e s ta b l i s h e d .  I fee l  c e r ta in  tha t  I w ould  b e  fo rc ed  to  m o v e .  I h a v e  a  few  ex t ra  do lla rs  th a t  I s a v e  for travel 
a n d  b o o k s  th a t  I en jo y  n o w  th a t  I a m  retired. It is c l e a r  to m e  th a t  a  in c o m e  tax  w ould  w ipe  ou t th is  u n le s s  I m o v e  
s o u th  w h e r e  trave l c o s t s  a r e  no t  s o  high.

All th is  is h a p p e n in g  w h e n  w e  h a v e  a  P e r m a n e n t  fund  of o v e r  $ 2 5  billion th a t  w e  ca n ' t  s p e n d  for  e s s e n t i a l  
g o v e r n m e n t  n e e d s .  T h is  is n u ts  in m y  opinion.

I firmly b e l iev e  th a t  m a jo r  c u t s  a r e  n e e d e d  in A la s k a  S ta te  G o v e r n m e n t .  In W a s h in g to n  S ta te ,  th e  G o v e rn o r  h a s  
r e c o m m e n d e d  th e  e l im ination  of s e v e r a l  s t a t e  a g e n c i e s  including th e  S t a t e  Library to  r e d u c e  c o s t s .  H a v e  w e  
c o n s id e r e d  e l im inating  th e  A la s k a  S t a t e  Library? T h e  W a s h in g to n  S t a t e  G o v e rn o r  a l s o  s u g g e s t e d  p lacing  a  f re e z e  
on  a n y  in c r e a s e d  s p e n d in g  for  un ivers i ties .  H e  w a n t s  th e  un ivers i t ie s  to  b e c o m e  le s s  d e p e n d e n t  on  g e n e r a l  fund  
m o n e y .  T h e  University  of A la s k a  is long o v e r d u e  for a  m a jo r  cu t  in its to p  h e a v y  adm inistra tion!  Look h o w  m a n y  
n e w  a d m in is t ra to rs  th e y  h a v e  h ired  a t  UAS. W h y  d o e s  UAS now  n e e d  a  p ro v o s t  w h e n  th e y  h a v e  a  c h a n c e l lo r?  How 
m u c h  m o n e y  d o e s  th a t  n e w  p ro v o s t  posit ion  c o s t  t a x p a y e r s ?

A fter . . . .and  on ly  a f te r  s ign ifican t c u t s  a r e  m a d e  in s t a t e  s p e n d in g ,  it m a k e s  g o o d  s e n s e  to  u s e  e a r n in g s  from th e  
P e r m a n e n t  F u n d  to  s u p p o r t  g o v e r n m e n t  n e e d s .  I a m  certa in ly  willing to  g ive up  m y  dividend, b u t  w h e n  I lo o se  m y  
A la s k a  c o s t  of living, I w ou ld  likely b e  fo rc e d  to  m o v e .

S incere ly ,

R o b e r t  D. W a r n e r  
8 8 8  M o n ro e  S t re e t  
K etch ikan ,  Ak 9 9 9 0 1 - 5 7 3 8

cc: H o n o ra b le  R e p r e s e n ta t i v e  W illiams

l of I 1/22/2002 9:03 AM
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Subject: Re: State Fiscal Plan
Date: Thu, 29 Mar 2001 08:54:24 -0900 

From: "DeeAnn H. Grummett" <dgrummett@gci.net>
To: "Representative Bill Hudson" <Representative_BiH_Hudson@legis.state.ak.us>

Representative Hudson:

Thank you for your reply. We are encouraged that you are fo rm ing  a 
bi-partisan group and trying to involve the Senate. We especially agree with 
your comments that the Legislature must take the lead and not wait for some 
indication from  the public that constituents are ready to take th is on. It 
seems the legislature is in the best position to articulate the issues and 
possible solutions and to coordinate a statewide response from voters. Even 
folks who are well informed have d ifficulty with budget matters.

From our perspective a Ross Perot approach would be helpful when it 
comes tim e to involve the public.

Thank you again for your efforts on this important issue.

DeeAnn and Mike Grummett

— O r i g in a l  M e s s a g e —
F r o m :  R e p r e s e n ta t i v e  Bill H u d s o n  R e p r e s e n t a t i v e  Bill H u d s o n @ l e a i s . s t a t e . a k .u s >
T o :  D e e A n n  H. G ru m m e t t  < d a r u m m e t t@ g c i .n e t>
D a te :  W e d n e s d a y ,  M arch  28 ,  2001 2 :2 4  PM 
S u b j e c t :  R e :  S t a t e  F isca l P lan

Thank you.

If you have any other comments that you would like to address to the newly formed bilateral 
Long Term Fiscal Plan Caucus, please send them to me.

I appreciate hearing your comments.

Bill Hudson

"DeeAnn H. Grummett" wrote:

Representative Hudson: Even though we are not in your d is tr ic t we 
wanted to express our strong support of your efforts to develop a 
state fiscal plan and to begin a discussion of the d ifficu lt issues 
this will entail such as reintroduction of a state income tax. It 
m ight be useful if the Representatives could devise a uniform 
questionnaire available online to poll the opinion of their 
constituents regarding various combinations of revenues sources

Rc: State Fiscal Plan

MAR 1 3 2001

I of 2 3/29/01 11:03 AM
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Rc: Stale Fi$c?J Plan

that the public might support and to do a major media campaign 
to get folks to participate in the survey - something s im ilar to the 
questionnaire that Representative Murkowski made available last 
session. It seems the advisory vote on use of the permanent fund 
did not provide clear direction about what Alaskans would accept. 
Personally we voted against the concept, not because we are 
opposed to use of a portion of the fund, but because we believe 
other sources of revenue should be looked to as well, such as a 
state income, sales tax or combinations of various 
sources. Thanks again for taking on this important issue. Mike and 
DeeAnn Grummett316 Coleman St..Juneau

2 of 2 3/29/01 11:03 AM
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To: Rep. Bill Hudson for Fiscal Policy Committee1

OCT- 9-01 TUE 9:32 PM F1SHEK FAX NO. 2029041

Re: Actions to reduce budget gap
From: James E. Fisher, 171 Farnsworth Blvd. 99669

Fax: 262-9641 (a dedicated line) ph: 262-9601
The Fiscal Policy Committee deserves much credit for its initiative and effort to remind 
we Alaskans of our responsibility to fund the benefits and services we are, and have 
been, receiving.
For a solution of any "budget gap", Alaskans need to accept responsibility for needed 
funding for the services we get (but are not always ready to admit receiving, or pay for) 
from our various levels of government. We do receive and need essential services, 
such as education, public safety, health, highways.
Doesn't an analysis of cries to "cut the budget" or "live within available revenues" really 
amount to a demand to reduce a service for somebody other than the demander?
For the most equitable spread of the costs, a state income tax based on ability to pay is 
fairest, and would reach even those outside o f organized boroughs and non­
residents. It is also the most economical to administer requiring probably not more than 
2% of receipts. A sales tax could cost up to 10%, or more to administer, and could 
badly affect financial stability of boroughs and cities, so should be avoided.
Considering the above, the most reasonable solutions to reduce, or eliminate, a budget 
gap should include:

1) reinstituting an income tax, based on ability to pay;

2 ) increase in gasoline tax (161 since 1961?);
3) and possible partial use of Permanent Fund earnings in an amount that will 
enable continued PFD’s.

Until we have a comprehensive solution to our State" fiscal gap" situation, there will be 
drastic threats to state services if Alaska experiences other events, like the recent cut­
off of the Trans-Alaska Pipeline, after its rupture by a single rifle bullet
(H u d so n l 0901 b u d g e lG ap -f isca l policy)

1 An a lm o s t  i d e n t i c a l  l e t t e r  t o  Rep. Ken  L a n c a s t e r ,  on  1 0 /9 /0 1 ,  i n  c o n n e c t io n  w i t h  h i s  h e a r in g s  
a t  S o ld o t n a ,  on  t h i s  d a t e .
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Alcohol Tax

A la s k a  L e q i s l a t u r e s ' s  P o l i c y  F o r u m s : D_Qjv_Qii_thlnk_a_lQ_centJ?ei:_ctcirik i n c r e a s e  o v e r  t h e  
c u r r e n t  a l c o h o l  t a x  is  w a r r a n t e d ? : A l c o h o l  T a x

By  L a r r y  J .  H a c k e n m i l le r  on  S a t u r d a y ,  A u g u s t  1 1 , 2 0 0 1  -  1 0 :0 0  pm :

A n y  i n c r e a s e  in a  s i n g l e  p r o d u c t  t a x  is  n o t  w a r r a n t e d .  I t  is a r g u e d  t h a t  c o n s u m e r s  o f  a l c o h o l  s h o u l d  
p a y  f o r  a l c o h o l - r e l a t e d  p r o b l e m s .  I t h o u g h t  a b u s e r s  w o u l d / s h o u l d  b e  p a y i n g  f o r  t h e i r  c o s t s  t o  s o c i e t y .  
T h i s  p r o p o s e d  t a x  i n c r e a s e  s a y s  t h o s e  w h o  d r i n k  a l c o h o l  r e s p o n s i b l y  h a v e  t o  p a y  f o r  t h o s e  t h a t  d o n ' t  
d r i n k  r e s p o n s i b l y .  T h i s  t a x  h a s  b e e n  o f f i c i a l ly  d e s c r i b e d  a s  a  " u s e r "  t a x .  I f  w e  d o n ' t  h a v e  e n o u g h  
m o n e y  t o  s u p p o r t  g o v e r n m e n t  t h e n  w e  s h o u l d  c u t  t h e  c o s t s  o f  g o v e r n m e n t . . . .  n o t  s p e n d  w o r t h l e s s  
h o u r s  t r y i n g  t o  r ip  a n o t h e r  $ 2 0  o u t  o f  o u r  p o c k e t s .  " U s e r "  f e e s  w o u l d  b e  c h a r g i n g  a l l  p a r e n t s  w h o  
s e n t  t h e i r  c h i l d r e n  t o  p u b l i c  s c h o o l s  a n  a m o u n t  b a s e d  o n  t h e  n u m b e r  o f  c h i l d r e n  in  s c h o o l .  D o n ' t  b e  
a n  a b u s e r  o f  t h e  t e r m  " u s e r " !

By  T im  S c h r a a e  on  T u e s d a y ,  A u g u s t  7 , 2 0 0 1  -  0 2 : 4 0  a m :

T h i s  is  j u s t  a n o t h e r  " s m o k e  & m i r r o r s "  a t t e m p t  t o  p e n a l i z e  o n e  g r o u p  o f  A l a s k a n s .  T h e  f i s c a l  g a p  is 
n o t  g o i n g  t o  b e  s o l v e d  b y  i n c r e a s i n g  t a x e s  o n  i n d u s t r i e s  t h a t  a r e  e a s y  t o  a t t a c k .  A n y  i n c r e a s e  in 
t a x e s ,  w h e t h e r  i t  b e  o il ,  g a s ,  t o u r i s m ,  a l c o h o l ,  e t c . . .  s h o u l d  b e  a  p a r t  o f  a  l o n g  t e r m  f i s c a l  p l a n .  
E v e r y o n e  s h o u l d  f e e l  t h e  p a i n  o f  t a x a t i o n  e q u a l l y !

B y  s t a n  w a i t e  on  M o n d a y ,  A u g u s t  6 ,  2 0 0 1  -  0 9 : 5 7  p m :

I b e l i e v e  a  . 1 0  t a x  is  a n  u n r e a l i s t i c  a m o u n t  b a s e d  o n  p e r c e n t a g e  i n c r e a s e  i t  w o u l d  b e  o n  a n  i n d u s t r y  
t h a t  is  o n e  o f  t h e  h i g h e s t  t a x e d  c u r r e n t l y .  A t a x  o f  t h i s  m a g n i t u d e  w o u l d  l ik e ly  d e c r e a s e  t h e  a m o u n t  
o f  t a x  r e v e n u e  o v e r a l l  a t  t h e  e x p e n s e  o f  t h e  r e s p o n s i b l e  c o n s u m e r ,  w h i l e  t h e  p r o b l e m  d r i n k e r  w o u l d  
b e  u n a f f e c t e d .

By C a r r ie  M c L a u g h l in  on F r id a y ,  A u g u s t  3 , 2 0 0 1  - 0 7 : 3 5  p m :

I t h i n k  . 1 0  c e n t s  d r i n k  t a x  is  a  f a i r  i n c r e a s e  t o  t h e  h o s p i t a l i t y  i n d u s t r y  a s  it  i n c l u d e s  a  l a r g e  v a r i e t y  o f  
b u s s i n e s  a n d  w o u l d  g r e a t l y  i n c r e a s e  t h e  s t a t e s  r e v e n u e  p o t e n c i a i . T h i s  i n d u s r t y  s u p p o r t s  m a n y  p e o p l e  
o f  a l l  w a l k s  o f  life  t h a t  t h a t  d i s e r v e  j o b  s e c u r i t y  a s  w e l l ,  s i n c e  A la s k a  h a s  c e r t a i n l y  b e c o m e  a  " t o u r i s t
s p o t "  a n d  m o s t  o f  t h e  r e g u l a r  j o b  o p p o r t u n i t i e s  h a v e  v a n i s h e d .
I m y s e l f  a m  a  s i n g l e  w o m a n  in t h e  h o s p i t a l i t y  i n d u s t r y  w h o  e m p l o y s  1 8 - 2 2  p e o p l e . I t  w o u l d  b e  s a d  t o  
s e e  a n y  o f  t h e m  l o s e  t h e i r  j o b s  b e c a u s e  o f  o v e r  t a x i z a t i o n  in  j u s t  t h a t  o n e  s e c t o r .  T h e s e  p e o p l e  h a v e
f a m i l i e s  a n d  a r e  t h e  h e a r t  o f  t h e  A l a s k a n  p e o p l e .  T h e  p e o p l e  w h o  l iv e  h e r e  y e a r  r o u n d .
. 1 0  c e n t s  is  fa ir !

By  T h e  R e s p o n s ib le  C i t i z e n  on T h u r s d a y ,  A u g u s t  2 , 2 0 0 1  -  0 6 : 2 5  p m :

R e g a r d l e s s  o f  t h e  t a x  c e r t a i n  p e o p l e  w ill a l w a y s  h a v e  p r o b l e m s  w i t h  a d d i c t i o n  w h e t h e r  i t ’s  a l c o h o l  o r  
f o o d .  W h y  p u n i s h  t h e  m a j o r i t y  w h o  d r i n k  r e s p o n s i b l y  w h e n  i t ’s  t h e  i r r e s p o n s i b l e  a n d / o r  p e o p l e  p r o n e  
t o  a d d i c t i o n s  w h o  c r e a t e  t h e  p r o b l e m s .  I f  w e  s t a y  w i t h  t h e  t o u g h  s e n t e n c i n g  a n d  s t r i c t  p o l i c i n g  o f  t h e  
p r o b l e m  t h e n  w e  will m o s t  l ik e ly  p u n i s h  t h o s e  w h o  a r e  t h e  p r o b l e m  a n d  t h o s e  w h o  o p e r a t e  in  a  
r e s p o n s i b l e  m a n n e r  will n o t  b e  s e n t  t o  t h e  p o o r  h o u s e  if  t h e y  c h o o s e  t o  d r i n k .

By lo u  t h e is s  on F r id a y ,  M a y  4 ,  2 0 0 1  -  0 1 : 4 1  p m :

N o r t h e r n  c u l t u r e s  a r e  m o r e  e a s i l y  a p t  t o  d e v e l o p  a l c o h o l  p r o b l e m s .  R u s s i a  h a s  l o w e r  l o n g e v i t y  f o r  
w h i t e  m a l e s .  A lc o h o l  p r o b l e m s  w e r e  e n d e m i c  in  S c a n d i n a v i a n  c o u n t r i e s  u n t i l  l a w s  w e r e  p a s s e d  t o  
m a k e  a l c o h o l  h a r d e r  t o  g e t .  W h a t  w o u l d  s e e m  d r a c o n i a n  t o  u s  p a s s e s  f o r  n o r m a l  e v e r y d a y  life  f o r  
t h e m :  A l i t e r  o f  h a r d  l i q u o r  is  a b o u t  4 0 $ U S .  A d r i n k  o f  w h i s k e y  in a  b a r  i s  1 0 $ U S .  T h e  s t a t e  o w n s  t h e  
l i q u o r  s t o r e s ,  t h e y  a r e  f e w  a n d  f a r  b e t w e e n  a n d  k e e p  o ld  f a s h i o n  b a n k e r s  h o u r s .  Y o u  h a v e  t o  p l a n
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y o u r  p a r t i e s !  T h e  m o n e y  g o e s  t o  t a x e s  o f  c o u r s e  a n d  c o n t r i b u t e s  t o  f i g h t i n g  t h e  ills o f  a l c o h o l i s m .

I n  t h e  lo c a l  f o o d  s t o r e s  o n e  c a n  p u r c h a s e  c l a s s  I b e e r  [ 1 %  a l e . ]  o r  c l a s s  I I  [ 3 . 5 % ] .  C l a s s  I I I ,  e x p o r t  
b e e r  m u s t  b e  p u r c h a s e d  in  a  s t a t e  s t o r e  a t  a  p r e m i u n  p r i c e .  W i n e  c o s t s  a b o u t  t h e  s a m e  a s  it  d o e s  
h e r e .  Y ou  w o n ' t  f i n d  m a n y  p e o p l e  t h a t  w ill h a v e  e v e n  o n e  d r i n k  a n d  d r i v e  r i g h t  a w a y  b e c a u s e  t h e  
l e g a l  l im i t  is s o  lo w  a n d  t h e  p e n a l t i e s  s o  s t i f f .

All t h i s  is  p l a i n l y  u n p l a t a b l e  t o  A l a s k a n  s e n s i b i l i t i e s  b u t  w e  h a v e  t o  m o v e  s o m e w h a t  in t h i s  d i r e c t i o n .  
T h e  h i d d e n  s o c i a l  c o s t s  a r e  v e r y  d e m a n d i n g  a n d  a v e r a g e d  in  t o  m y  i n s u r a n c e ,  m u n i - t a x  a n d  
h e a l t h c a r e  b i l l s

By  R o h n r t  F o x  on  T h u r s d a y ,  A p r i l  1 2 , 2 0 0 1  -  1 1 : 0 5  a m :

I f e e l  t h a t  i t  is  m o r e  t h a n  w a r r a n t e d . . . I  w o u l d  m o v e  it t o  $ 0 . 2 5  p e r  d r i n k .  M y o n l y  c o n c e r n  is  t h a t  t h e  
r e s u l t i n g  f u n d s  a r e  u s e d  w i s e l y  a n d  f o c u s e d  o n  f i n d in g  s o l u t i o n s ,  a d d i n g  p o l i c e ,  a n d  g e t t i n g  r id  o f  t h e  
" d o w n t o w n  w a t e r i n g  h o l e s " .  T h e i r  t i m e  h a s  c o m e  a n d  g o n e .

I f e e l  t h a t  t h e  A B C  B o a r d  n e e d s  t o  lo o k  a t  p l a c e s  o n  a  c a s e  b y  c a s e  b a s i s  a n d  s t a r t  w e e d i n g  o u t  t h e  
e s t a b l i s h m e n t s  w h o s e  p r i m a r y  f u n c t i o n  is  g e t t i n g  p e o p l e  d r u n k .

R o b e r t  F o x

Add a Message

E

______________________ El

T h i s  is  a  p r i v a t e  p o s t i n g  a r e a .  A v a l i d  
u s e r n a m e  a n d  p a s s w o r d  c o m b i n a t i o n  
is r e q u i r e d  t o  p o s t  m e s s a g e s  t o  t h i s  
d i s c u s s i o n .

P r e v i e w / P o s t  M e s s a g e

U s e r n a m e :

P a s s w o r d :
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S t a t e  B u d g e t  &  T a x  A c t i o n s  2 0 0 1

Preliminary Report: Executive Summary

Released Wednesday, August 1,2001.

Press Release 
This report in PDF

Authors: Corina EckI, 303-830-2200 x 229 
A rturo Perez, 303-830-2200 x 147

DENVER-These are the highlights of NCSLs annual survey on recent state budget and tax actions. 
Information is provided for 46 states, including Wisconsin where the budget is awaiting action by the 
governor. Three states-Massachusetts, New York and North Carolina-had not passed budgets by the 
time of this report. Tennessee’s budget was vetoed by the governor and remains unresolved.

General Fiscal Condition of the States: 
Weakening

State Budget and Tax Actions 2001-Preliminary 
Report

Dealing with Budget Shortfalls and Surpluses in Changes in Revenues and Spending in FY 2001 
FY 2001

Enacting Balanced Budgets for FY 2002 Dealing with Budget Surpluses and Shortfalls

Revenue and Spending Projections for FY 2002 Enacting Balanced Budgets for FY 2002

Tax Highlights: Seventh Consecutive Year for a Spending Priorities in FY 2002
Net Tax Reduction

Tax Highlights in 2001

Appendix A: Seven States Miss Budget 
Deadlines

Genera! Fiscal Condition of the States: Weakening

• The strong fiscal conditions of a year ago have been replaced by anemic revenue growth and 
expanding budget gaps. Seventeen states grappled with budget shortfalls arising in fiscal year

1 o f 14 8/20/01 1:15 PM
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(FY) 2001. The slowing economy also forced 20 states to take extraordinary actions to enact 
balanced budgets for FY 2002.

• Aggregate state balances fell 22 percent from FY 2000 to FY 2001, declining from $43.7 billion 
to $34.1 billion for the 46 reporting states. The aggregate balance combines general fund ending 
balances with rainy day fund balances.

• Balances as a percent of spending are waning. The $34.1 billion represents 8.2 percent of FY 
2001 general fund spending. While this percentage is positive for states, it is 3.3 percentage 
points lower than the FY 2000 balance of 11.5 percent. This is the first time since FY 1992 that 
the ending balance did not meet or exceed the previous year’s balance. It also marks the biggest 
percentage drop since FY 1980, when balances fell from 9 percent to 4.4 percent.

• Thirty-three states saw their balances decline from FY 2001 to FY 2002, 11 saw their balances 
increase and in two there was no change.

• The number of states with balances above 5 percent is slipping. Of the reporting states, 36 ended 
FY 2001 with a balance exceeding 5 percent, the level Wall Street analysts recommend. Of these 
36 states, 12 ended with balances exceeding 10 percent. The comparable numbers at the end of 
FY 2000 were 40 and 22, respectively.

• The economic slowdown has had uneven effects on the states, with some being hit much harder 
than others. As a group, however, the states are managing the current economic situation rather 
well so far, cushioned by healthy but diminishing reserves.

• State lawmakers took advantage of robust revenue growth in recent years to bolster rainy day 
funds, and those funds are proving to be important as general fund ending balances disappear.
Increasingly, rainy day funds account for the bulk of total state balances. At the end of FY 2000, 
they accounted for about half of the total. That proportion grew to two-thirds at the end of FY 
2001 and is projected to reach almost three-fourths by the end of FY 2002.

• For the 46 reporting states, levenues in FY 2001 grew 4.5 percent above FY 2000 levels. Five 
states collected less revenue in FY 2001 than they did in the prior year. By contrast, spending 
grew 9.1 percent, driven in part by rapidly rising Medicaid costs.

Dealing with Budget Shortfalls and Surpluses in FY 2001

The challenge of the past few years was how to deal with budget surpluses, and many states confronted 
that issue again in FY 2001. But for the first time in nearly a decade, a large number of states (17) also 
had to deal with mid-year budget shortfalls. The list of actions to eliminate the shortfalls included:

• Implementing targeted or across-the-board budget cuts (nine states)
• Tapping rainy day funds or other reserve funds (six states)
• Canceling or delaying capital projects (four states)
• Increasing Si^e debt obligations (three states)
• Tapping tobacco settlement funds (two states)

Twenty-two states also reported that they took action to address budget surpluses. Actions included:

• Making deposits to the rainy day fund or other reserves (12 states)
• Funding capital projects (eight states)
• Reducing taxes (six states)
• Targeting funding for specific programs (six states)

2 ol 14 8/20/01 1:15 PM



State Budget And Tax Actions Preliminary Report 2001 
\  '

wysiwyg://74/http.7/www.ncsl.org/programs/fisca!/prcsbta0).htm

Enacting Balanced Budgets for FY 2002

Just as ending FY 2001 with a balanced budget was a challenge for a third of the states, enacting one 
for FY 2002 also proved difficult for many. Twenty states indicated that extraordinary actions were 
needed to keep revenues and spending in line. Among the actions taken were:

• Tapping rainy day funds or other reserves (10 states)
• Cutting spending (10 states)
• Increasing taxes or other revenues (five states)
• Delaying expenditures (three states)
• Tapping tobacco settlement funds (three states)

Revenue and Spending Projections for FY 2002

• State revenues in FY 2002 are projected to grow 2.4 percent over FY 2001 levels.
Appropriations are scheduled to grow 2.3 percent. The aggregate year-end balance is expected to 
decline to 6.3 percent by the end of FY 2002.

• Medicaid will capture the largest percentage of new spending in FY 2002. With 40 states 
reporting, Medicaid is budgeted to grow 8.7 percent. This is two to three times higher than the 
other major categories of state spending: K-12 education (3.7 percent), higher education (3.6 
percent) and corrections (3 percent).

Tax Highlights: Seventh Consecutive Year for a Net Tax 
Reduction

Despite slower revenue growth due to the economic downturn, states will enact net tax cuts for the 
seventh consecutive year. The 2001 net tax reduction-$1.8 billion with 46 states reporting-is 
substantially lower than last year's record $9.9 billion cut. So far, this year's cut represents 0.3 percent 
of pr or year tax collections.

• $9.9 billion in 2000 (2.0 percent)
• $7.3 billion in 1999 (1.7 percent)
• $7.1 billion in 1998 (1.6 percent)
• $2.6 billion in 1997 (0.6 percent)
• $4.0 billion in 1996 (1.0 percent)
• $3.3 billion in 1995 (0.9 percent)

Nine states cut taxes by 1 percent or more of 2000 collections, with three of these reducing taxes by 3 
percent or more. Four states had tax increases of 1 percent or more, with two increasing taxes by at
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least 5 percent. Thirty-three states took no significant tax actions, with four states not reporting.
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S t a t e  B u d g e t  a n d  T a x  A c t i o n s  2 0 0 1 - P r e l i m i n a r y  R e p o r t  

Introduction

Each summer NCSL’s Fiscal Affairs Program surveys members of the National Association of 
Legislative Fiscal Offices (NALFO) for information on state budget and tax actions that occurred in 
their most recently completed legislative sessions. This year’s survey covers fiscal years (FY) 2001 and 
2002. In most states, the budget data provided for FY 2001 are based on estimates; the budget and tax 
data for FY 2002 are based on projections. The tax data also include voter-approved measures affecting 
state revenues.

General .und budget and tax information is provided for 46 states, including Wisconsin where the 
budget is awaiting action by the governor. At the time of this report, budgets had not been adopted in 
Massachusetts, New York and North Carolina. Tennessee’s budget was vetoed by the governor and 
remained unresolved at press time. The five states noted here were among seven that missed their FY 
2002 budget deadlines. Appendix A discusses the factors contributing to these late budgets.

General Fiscal Condition of the States

The strong fiscal conditions of a year ago have been replaced by anemic revenue growth and expanding 
budget gaps. The first signs of an economic slowdown appeared in the fall of 2000. December revenue 
collections were of particular concern because they included sales tax revenues from holiday purchases. 
By February, state revenue collections were in a slide—the higher-than-expected revenue growth that 
had become almost routine turned painfully to lower-than-expected growth. Initially, state officials 
paused to consider if the lackluster revenue performance was an aberration or a trend. Although the 
answer varied among states, most officials conceded that the robust economy of recent years had 
ended.

Changes in Revenues and Spending in FY 2001

State revenue growth slowed in FY 2001 compared with recent years, growing only 4.5 percent above 
FY 2000 levels for the 46 reporting states (see footnote I). This compares with 8.7 percent growth in 
FY 2000 for the same states. Eighteen states reported revenue growth above 5 percent, with five above 
10 percent. Three of these states—Alaska, New Mexico and Oklahoma—attributed their revenue growth 
to robust energy prices. Half of the reporting states saw revenue growth lower than 5 percent, with four 
at l percent growth or less: Indiana (0.6 percent), Iowa (1 percent), Ohio (0.9 percent) and 
Pennsylvania (0.1 percent). Five states reported that FY 2.001 ievenues were below FY 2000 revenues: 
Georgia (-2.3 percent), Maine (-0.5 percent), Michigan (-2.7 percent), Wisconsin (-8.5 percent) and 
Wyoming (-4.3 percent).

On the spending side, FY 2001 general fund appropriations grew 9.1 percent, with 12 states reporting
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spending growth above 10 percent. Twenty-one states reported spending growth between 5 percent and 
9.9 percent. Two states spent less in FY 2001 than they did in FY 2000: Alaska (-0.4 percent) and 
Wisconsin (-2.6 percent).

At the same time that revenues sputtered, many stales were facing spending overruns. Medicaid was the 
biggest culprit in FY 2001. Mid-way through the fiscal year nearly half the states reported that 
Medicaid spending was exceeding budget levels. In fact, Medicaid spending in FY 2001 grew by 14 
percent over FY 2000, even though it originally had been budgeted to grow by 6.4 percent (see footnote 
2).

Medicaid wasn’t the only budget problem. Overages in corrections spending cropped up in several 
states. And funding for education, the single largest category of state spending, was insufficient to meet 
needs in a number of states.

Lower-than-expected revenues, spending overruns or both took a toll on state finances. The overall 
result is deterioration in state fiscal conditions compared with recent years.

The evidence of the economic slowdown and its effects on state finances varies, as indicated below.

• Seventeen states grappled with budget shortfalls arising in FY 2001. The slowing economy also 
forced 20 states to take extraordinary actions to enact balanced budgets for FY 2002.

• Aggregate state balances fell 22 percent from FY 2000 to FY 2001, declining from $43.7 billion 
to $34.1 billion for the 46 reporting states. The aggregate balance combines general fund ending 
balances with rainy day fund balances.

• Balances as a percent of spending are waning. The $34.1 billion represents 8.2 percent of FY 
2001 general fund spending. While this percentage is positive for states, it is 3.3 percentage 
points lower than the FY 2000 balance of 11.5 percent. This is the first time since FY 1992 that 
the ending balance did not meet or exceed the previous year’s balance. It also marks the biggest 
percentage drop since FY 1980, when balances fell from 9 percent to 4.4 percent.

• Thirty-three states saw their balances decline from FY 2001 to FY 2002, 11 saw their balances 
increase and in two there was no change.

• The number of states with balances above 5 percent is slipping. Of the reporting states, 36 ended 
FY 2001 with a balance exceeding 5 percent, the level Wall Street analysts recommend. Of these 
36 states, 12 ended with balances exceeding 10 percent. The comparable numbers at the end of 
FY 2000 were 40 and 22, respectively.

The economic slowdown has had uneven effects on the states, with some being hit much harder than 
others. But as a group, the states are managing the current economic situation rather well so far. States 
could have been in a much more precarious situation had it not been for the prudent action of state 
lawmakers during the economic expansion.

Determined to avoid fiscal pain reminiscent of the early 1990s—the last time the national economy 
faltered-state policymakers took advantage of the strong economy to channel excess revenues into 
capital construction projects, provide extra or one-time funding increases for certain programs and 
shore up rainy day funds. These well-endowed rainy day funds in particular are providing an important 
cushion for states as the economy slows.

As their name implies, rainy day funds are used to buttress state budgets when economic problems 
arise. These funds were not tapped in recent years because the strong economy generated extra
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revenues, and it was these revenues that states used to fund additional or unexpected spending needs. 
Some of the excess also was used to bolster rainy day funds. As the economy slows, however, this 
situation is changing. The extra revenues that states became accustomed to collecting are disappearing. 
These unspent revenues helped boost overall state ending balances for several years, but now they are 
shrinking as a share of state reserves. As the table below indicates, they represented almost half of state 
reserves at the end of FY 2000. But as the economy has slowed, these revenues are falling, both in 
actual dollars and as a percentage of total reserves. Had it not been for the prudent actions of state 
lawmakers to bolster rainy day funds, states would have significantly lower reserves to combat the 
effects of the slowing economy.

Fiscal Year

Year-end
Balance

(millions)

Percent 
of Total 
Balance

Rainy 
Day Fund 
Balance

(millions)

Percent 
of Total 
Balance

Total
Balance

(millions)

FY 2000 $20,160 46% $23,513 54% $43,673

FY 2001 $11,445 34% $22,646 66% $34,091

FY 2002 i $ 7,539 
(est.)

28% $19,205 72% $26,744

Dealing with Budget Surpluses and Shortfalls

The challenge of the past few years was how to deal with budget surpluses, and many states confronted 
that issue again in FY 2001. But for the first time in nearly a decade, a large number of states (17) also 
had to deal with mid-year budget shortfalls. The actions varied, with most states cutting spending or 
tapping other funds to augment the general fund.

• Nine states enacted targeted or across-the-board budget cuts. For example, Alabama 
implemented a 6.2 percent cut in the Education Trust Fund. Kentucky cut $121.3 million from 
its budget, but exempted K-12 education, higher education and Medicaid. Mississippi cut 
general fund agency appropriations by $106.8 million. In South Carolina, agencies were hit with 
a 1 percent across-the-board cut in May to sa''c $48.1 million. Ohio implemented two rounds of 
cuts. In December, most agencies experienced a 1 percent to 2 percent cut (the judicial branch, 
Department of Education and veteran organizations were exempt). In March, agencies were 
required to cut spending by another 1 percent. The courts and education were not exempt from 
this round of cuts. Because it appeared doubtful that West Virginia would make its revenue 
target, the state’s new governor cut spending by 3 percent on his first day in office.

• Six states tapped rainy day funds or other reserve funds. Rainy day fund withdrawals were $46.3 
million in Indiana, $38.8 million in Kentucky, $77 million in Michigan and $85 million in 
Mississippi. Three of these states also tapped other reserves. Indiana transferred $103.4 million 
from its Medicaid Reserve, Kentucky took $29.3 million from excess restricted funds and 
Mississippi transferred $12.3 million from special fund agencies. Colorado ($243.9 million) and 
South Carolina ($98.6 million) also tapped other state reserve funds in FY 2001.

• Four states cancelled or delayed capital projects. Colorado delayed new projects until March 1, 
2002. Indiana canceled or delayed $88.3 million in various capital projects. Missouri canceled 
higher education projects. Through executive order, Virginia’s governor froze capital projects.

• Three states increased debt obligations. Michigan boosted debt obligations by $210 million and

of M 8/20/01 1:15 PM



State Budget-and Tax Actions Preliminary Report 2001 wysiwyg://74/luip://www. ncsl.org/programs/fiscal/presbtaOI. him

switched from cash to debt financing on ihree state construction projects. Oregon issued more 
debt as well. In Pennsylvania, officials issued debt for state museums instead of appropriating 
$100 million in cash.

• Two states tapped their tobacco settlement funds. Missouri transferred $126.9 million and 
Oregon transferred $348.2 million from these funds into their general fun Is.

A few states reported shoitfalls in selected agencies or ou^. developments that required mid-year 
adjustments. In Delaware, the administration required certain agencies to reduce spending by 2.5 
percent with the funds being redirected to problem areas-primarily Medicaid, public education and 
ongoing statewide technology projects. In Maryland, the General Assembly enacted a tax amnesty 
program, with a portion of the proceeds earmarked to address funding deficiencies for mental health 
services. In Pennsylvania, the revenue surplus fell short of the winter estimate by almost $119 million, 
so lawmakers suspended a $49 million transfer to the rainy day fund and issued debt for some projects. 
The state still was able to enact a targeted tax cut. Texas did not have a situation where spending 
exceeded revenues, but there were a few programs, chiefly Medicaid and prisons, in which costs 
exceeded appropriations. The overages were addressed primarily by taking unneeded funds from other 
state agencies.

Twenty-two states also reported that they took action to address budget surpluses.

• Twelve states made deposits to their rainy day funds or other reserves. Two states made sizeable 
transfers to their funds, such as Georgia’s $170.4 million deposit and New Mexico’s $144.9 
million deposit. The other transfers were more modest and included Alabama ($5 million), 
Connecticut ($30.7 million), New Hampshire ($20 million), New Jersey ($21.9 million), Ohio 
($13.1 million), West Virginia ($12 million) and Wyoming ($17.7 million). In both Ohio and 
West Virginia, mid-year budget cuts left very small surpluses that made the rainy day fund 
deposits possible. A few states also made deposits to other state reserves. Maryland transferred 
$14.6 million to such reserve funds. Vermont transferred $10 million to a health care fund. 
Wyoming made a biennial allotment of $30 million to higher education for an endowment fund.

• Eight states used extra revenues to fund capital projects. For example, Connecticut funded 
school construction, transportation and open space acquisition. Georgia provided $558.9 million, 
including $90.9 million in bonds, for public school construction as well as higher education 
projects and road improvements. Maryland provided funding for higher education, public school 
construction, transportation and local projects. The state also sold an additional $30 million in 
general obligation bonds to support programs that would otherwise have been paid for by the 
general fund. Utah funded higher education facilities construction and capital improvements for 
state parks.

• Six states reduced taxes to help offset excess revenues. Georgia provided $166 million for 
property tax relief. Hawaii provided a high-tech business tax credit and exempted aircraft leases 
from the general excise tax. Idaho cut a variety of taxes. Maryland boosted the Earned Income 
Tax Credit. Minnesota provided a sales tax rebate of $791 million. Pennsylvania enacted a new 
education tax credit for business, expanded the poverty exemption and took various other actions 
for a total cut of $64.4 million.

• Six states targeted funding to specific programs. Connecticut funded energy programs and 
municipal revenue sharing. Idaho provided funds for rural economic development grants and 
state parks. Texas targeted a variety of programs including Medicaid, teacher health insurance 
and state employee and teacher retirement. Utah funded public education technology and training 
and provided support for the Industrial Assistance Fund. Vermont funded public safety and 
several small programs. Wyoming targeted water development.
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Enacting Balanced Budgets for FY 2002

Just as ending FY 2001 with a balanced budget was a challenge for a third of the states, enacting one 
for FY 2002 also proved difficult for many. State analysts project that FY 2002 revenues will grow 2.4 
percent, almost half as much as FY 2001 revenue growth. Appropriations are scheduled to grow 2.3 
percent.

Twenty states indicated that extraordinary actions were needed to balance revenues and spending. 
Among the actions taken were:

• Ten states tapped rainy day funds or other reserves. For example, Kentucky will use half its rainy 
day fund, or $120 million, to help balance its budget. Indiana expects to use $200 million from 
the Lottery and Gaming Surplus Account, $26.3 million from the rainy day fund and $51.7 
million from the Tuition Reserve Fund. Michigan will transfer $155 million from its rainy day 
fund. Ohio will use $100 million from the Family Services Stabilization Fund, among other 
funds. South Carolina will tap agency revenue accounts. Other states tapping reserves are Maine, 
Mississippi, Rhode Island and Washington.

• Ten states reduced appropriation levels, although education and health care often were exempt 
from the cuts. For instance, funding for most state agencies in Arkansas was reduced below FY 
2001 levels, except for K-12 and higher education, human services and corrections. Iowa 
reduced the FY 2002 budget by $43 million below FY 2001 spending. Kentucky enacted a 3 
percent across-the-board cut, but excluded K-12 education, higher education and Medicaid. 
Michigan reduced appropriations by $200 million. South Carolina implemented agency base 
reductions totaling $176.5 million, although public education and colleges and universities were 
exempted. Ohio cut appropriations by 1.5 percent, but excluded the Department of Education, 
Board of Regents, Department of Corrections and the Department of Mental Health.

• Five states increased taxes or other revenues. Indiana repealed a personal property tax credit and 
delayed implementation of another credit to garner $i 18.9 million. Kansas increased motor 
vehicle traffic fines to raise about $16 million annually Both Maine and Rhode Island increased 
their cigarette taxes. New Jersey closed a corporate income tax loophole to raise $420 million 
and started a new lottery game to raise $50 million. Additional tax changes are discussed later in 
this report.

• Three states delayed expenditures. Indiana delayed a higher education payment of $65.3 million 
and a tuition support distribution of $202.5 million. Maine deferred expenditures by changing 
the timing of reimbursements for property taxes on business equipment. Washington suspended 
general fund deposits to the Tort Liability Reserve Fund, the state ferry system and the 
transportation fund.

• Three states tapped tobacco settlement funds. Maine used $29.4 million from tobacco settlement 
monies and Michigan used $72 million. Wisconsin sold the revenue stream from its tobacco 
settlement allocation and made a $450 million transfer from the permanent endowment fund 
created by tobacco settlement monies to the general fund.

Olher actions states took to enact balanced FY 2002 budgets included enhanced tax compliance efforts 
(Kansas, Maine and Ohio), tapping disproportionate share funds from the federal government (Kansas 
and Washington), shifting from cash to bond finance (Kansas), eliminating selected state agencies 
(Ohio), and deauthorizing bond projects (Delaware).
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Spending Priorities in FY 2002

This report tracks growth for four major categories of spending: elementary-secondary (K-12) 
education, higher education, corrections and Medicaid. For several consecutive years, appropriations 
for education outpaced other major categories of state spending. But Medicaid began challenging 
education for the top spot last year and is expected to be the fastest growing category of state spending 
again in FY 2002. With 40 states reporting, Medicaid is budgeted to grow 8.7 percent over FY 2001 
spending. This growth rate is two to three times higher than the other major categories of state 
spending: K-12 ^..ucation (3.7 percent), higher education (3.6 percent) and corrections (3 percent).

Tax Highlights in 2001

Despite slower revenue growth due to the economic downturn, slates will enact net tax cuts for the 
seventh consecutive year. The 2001 net tax reduction-$l.8 billion with 46 states reporting-is 
substantially lower than last year's record $9.9 billion cut, however. So far, this year's cut represents 0.3 
percent of previous year’s tax collections, compared with 2.0 percent in 2000.

With 46 states reporting (missing Massachusetts, New York, North Carolina and Tennessee), nine 
states cut taxes by 1 percent or more of 2000 collections. Of these, only Idaho, Minnesota and Oregon 
reduced taxes by 3 percent or more. Four states had tax increases of 1 percent or more. Both Arizona 
and New Hampshire increased taxes by at least 5 percent. Thirty-three states took no significant tax 
actions.

Personal income tax cuts of $1.2 billion accounted for most of the total net reduction. Cuts in sales 
taxes amounted to $325 million. Reductions in estate taxes, property taxes and other miscellaneous 
taxes will save taxpayers $462 million. All other tax categories show a net increase.

The categoiy accounting for the largest increase is fees at $328 million. Nearly twice as many states 
raised fees as last year. Most increases were related to motor vehicles, either for drivers’ licenses or for 
emissions tests.

Personal Income Tax. Personal income taxes were reduced in 20 states. Michigan and Oregon led the 
way with cuts of $393 million and $309 million, respectively. Michigan continued a five-year phase 
down in rates while Oregon rebated nearly $250 million as stipulated by their surplus revenue kicker 
provision. Voters in Oregon gave themselves an additional tax cut when they approved an initiative last 
November that increased the federal income tax deduction from state income taxes. Maryland, Rhode 
Island and Hawaii also continued to phase in personal income tax rate reductions that had been 
approved in prior years. This year, Idaho lawmakers approved a number of income tax relief measures 
including a reduction in rates. Most states cut taxes by way of expanded exemptions and credits. In 
addition, federal tax changes resulted in adjustments in Rhode Island and Vermont-the two states that 
calculate personal income tax as a percent of federal lax liability. Both states modified their tax laws to 
base their taxes on federal taxable income instead. Net reduction: $1.2 billion.

Corporation and Business Taxes. Twelve states cut corporate and business taxes while six states 
increased them. Michigan registered the largest cut at $239 million as they continue the 23-year
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phase-out of the single business tax. Connecticut, Idaho and Pennsylvania also reported significant 
business tax cuts. New Jersey reported the biggest increase when a major loophole for certain limited 
liability corporations was closed, resulting in a net increase of $384 million. New Hampshire also 
reported a large increase in this category. Net increase: $46 million.

Sales and Use Tax. Fourteen states reduced sales and use taxes while five raised them. For the fourth 
consecutive year Minnesota will be returning some of its surplus revenues in the form of sales tax 
rebates. Connecticut suspended the sales tax on hospital patient care for two years and Hawaii 
continued with a three-year reduction of the sales tax on business to business transactions. South 
Carolina increased the sales tax on food by 1 cent after reducing it last year. Virginia delayed a 0.5 
percent reduction of the sales tax on food when revenue growth fell short of the threshold required to 
continue the phased in tax cut. Arizona expects that a voter-approved 0.6 percent sales tax rate increase 
will generate $486 million for education. The sales tax rate also was increased in Arkansas by one-half 
cent in exchange for a property tax reduction of approximately $300 per homestead. A sales tax 
controversy dominated California budget talks as lawmakers debated whether to make permanent an 
automatic quarter cent sales tax reduction (with a $1.2 billion annual revenue impact) that kicked in on 
Jan. 1, 2001. In the end, no legislative action was taken and the rale will go back up to 5 percent on Jan. 
1, 2002. Net reduction: $325 million.

Health Care Provider Taxes. West Virginia began a nine-year phase out of certain health care provider 
taxes and Utah repealed the assessment on nursing facilities. Minor changes in Arkansas, Florida,
Rhode Island, Texas and Vermont resulted in an overall increase in this category. Net increase: $56 
million.

Cigarette and Tobacco Taxes. Maine, Rhode Island, West Virginia and Wisconsin all increased taxes 
on cigarettes or tobacco products. Wisconsin's increase—which is expected to generate about $61 
million—will fund a prescription drug program for seniors. Maine raised the cigarette tax with two 
separate bills; the first from 74 cents per pack to 94 center per pack, and in the second bill, up to $1 per 
pack. Rhode Island also increased taxes to $1 per pack, up from 71 cents. Net increase: $102 million.

Alcoholic Beverages Taxes. Only Arkansas took any action on alcoholic beverage taxes. Lawmakers 
there adopted a special excise tax on beer and dedicated the revenue to childcare. Net increase: $2.9 
million.

M otor Fue l and Vehicle Taxes. Kansas and Minnesota both increased motor fuel taxes. Kansas 
expects to raise an additional $16 million annually after increasing its motor fuel excise taxes one-cent 
per gallon. Lawmakers in Minnesota increased motor fuel taxes by $2.5 million. Net increase: $19 
million.

Other Taxes. New Jersey entered into the third year of a five-year property tax rebate program. 
Connecticut and Louisiana continue to phase out the inheritance tax. Voters in South Dakota 
authorized a measure to eliminate the state inheritance tax, while lawmakers in New Hampshire 
repealed the state legacy tax in 2003. Estate taxes also were reduced in Ohio. Florida took further 
action to reduce the state property tax on intangibles. Tax rates for riverboat casinos were raised in 
Louisiana while the minimum tax on lard based casinos was renegotiated for an increase of $106 
million. Net reduction: $462 million.

Fees. Seventeen states raised fees in 2001 compared to nine states last year. Increased motor vehicle 
and drivers’ license renewal fee accounted for the majority of activity in this category. Minnesota and 
Texas raised court fees and Louisiana and Texas raised college tuition. Net increase: $328 million.
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Other Revenues. In addition to tax and fee changes, states approved a number of non-tax revenue 
actions. For example, Maryland and Ohio approved tax amnesty programs expected to increase tax 
collections by $30 million and $17 million, respectively. New Mexico waived penalty and interest 
charges for taxes in 21 counties considered a disaster area as a result of forest fires last summer. Kansas 
enhanced efforts to aggressively enforce tax collections and Wisconsin hopes to improve tax collection 
efficiency with a new computer system. Net increase: $91 million.

A p p e n d i x  A :  S e v e n  S t a t e s  M i s s  B u d g e t  D e a d l i n e s

Seven states-California, Massachusetts, New York, North Carolina, Oregon, Tennessee and 
W isconsin-did not have budgets in place at the start of FY 2002. Although policymakers had less 
discretionary revenue to allocate than last year, it would be unfair to blame entirely the economic 
slowdown since most of the seven have a tradition of late budgets. Disagreements between political 
parties, legislative chambers and the executive and legislative branches remained the major cause of 
budget delays.

California legislators approved a $101 billion budget on July 24. With a slowing economy and energy 
crisis dampening revenue growth, general fund spending is set to decline in FY 2002-after increasing 
more than 20 percent in FY 2001. The budget impasse largely came down to a party-line dispute over 
two issues. The first was an automatic sales tax increase set to take effect Jan.l, 2002, if the state’s 
ending balance fell below 4 percent of general fund expenditures. The second was the use of $1.3 
billion in transportation funds to balance the state budget. Although Senate and Assembly Republicans 
were unable to prevent either action from occurring, they won concessions that could have both 
measures overturned within a year. Voters will consider a ballot measure in March 2002 that would 
prohibit lawmakers from directing transportation funds toward general fund appropriations. In addition, 
the minimum balance that triggered the sales tax hike—a general fund surplus of less than 4 
percent-was lowered to 3 percent.

In Massachusetts, House and Senate leaders are negotiating to resolve differences in budgets approved 
by each chamber. But the agreement that emerges from conference committee has an additional hurdle 
to clear. Gov. Jane Swift (R) already has announced her intention to trim approximately $200 million 
from what is expected to be a $23 billion budget.

New York legislators reached a general agreement on an approximately $81 billion budget, although 
no legislative action has been taken yet. With the budget stalemate approaching a record length—New 
York’s fiscal year began on April 1-lawmakers decided to pass a scaled-back version of Gov. George 
Pataki’s (R) budget proposal. This version maintains spending levels from the previous budget for most 
programs while stripping tax cuts and new initiatives from the governor’s proposal. Legislators hope to 
consider a supplemental budget later in the year.

North Carolina policymakers continue to work out the details of an approximately $14 billion budget. 
The House leadership released a $440 million tax increase proposal on July 23 that would fill a $167 
million budget gap and fund state mandated local tax cuts. The proposal would increase the local 
option sales tax by a half-cent, levy a 6 percent sales tax on liquor and create a new income tax 
bracket-8.75 percent on incomes in excess of $200,000. Prospects for the tax proposal are uncertain 
with Gov. Mike Easley (D) expected to release his own tax package soon.
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Oregon legislators passed a two-year $12.1 billion budget on July 7, a week after the start of the fiscal 
year. Unlike previous sessions—when arguments about education spending delayed budget 
approval-pol icy makers reached agreement on a two-year $5.2 billion education package early in the 
negotiations. Instead, the budget was delayed over Gov. John Kitzhaber’s (D) prescription drug cost 
control proposal. In the end, an agreement was reached when Kitzhaber agreed not to veto a number of 
bills supported by Republican lawmakers-including business tax cuts-and they supported a slightly 
modified version of the governor’s proposal.

Tennessee legislators approved a $19.6 billion budget on July 12. Policymakers faced a FY 2002 
general fund deficit of between $550 million and $880 million. They considered major tax 
reform-including adoption of an income tax and an increase in the sales tax rate-during the session, 
but were unable to agree on substantive changes amidst vociferous protests by anti-tax advocates. The 
budget was balanced by cutting $100 million in spending and directing $560 million in tobacco 
settlement payments to the general fund. Gov. Don Sundquist (R) vetoed the budget on July 26. 
Legislators are expected to address the veto when they reconvene in August.

Wisconsin legislators approved a two-year $47 billion budget on July 26-almost a month late, but still 
earlier than its two previous budgets. Policymakers were challenged with writing a biennial budget that 
bridged a $760 million gap. They used budget reserves, a cigarette tax increase and proceeds from the 
sale of the state’s tobacco settlement payment stream to balance the books, while providing 
prescription drug coverage for low-income seniors and exempting military pensions from the income 
tax.

Figure 1: State Year-End Balances: FY 2001
As a Percentage of General Fund Expenditures

~^~-i
>  j

Figure 2: State Year-End Balances
As a Percentage of General Fund Expenditures, FY 1978-2002

Figure 3: Projected Percentage Changes in General Fund Revenues and A ppropriations
FY 2001 to FY 2002

Figure 4: Summary of Changes in General Fund A ppropriations for FY 2002
Compared to FY 2001 Spending
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Figure 5: Net State Tax Changes
As a Percentage of 2000 Tax Collections
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Figure 6: 2001 Net State Tax Changes 
By Type of Tax, in millions

Personal income
! "

$-1,214.5

Corporation income 45.5

Sales and use -324.5

Health care 56.1

Motor fuel 18.9

Cigarette and tobacco 102.0

Alcoholic beverage 2.9

Miscellaneous -462.2

Net Change $-1,775.8

* * *

1. Fiscal Studies Program, Nelson E. Rockefeller Institute of Government, State Revenue Report 
#41, September 2000 (return to text).

2. This information is based on the 40 states reporting Medicaid data (return to text).

The National Conference of State Legislatures (NCSL) is a bipartisan organization representing 
legislators and legislative staff from the nation's 50 states, its r  mmonwealths and territories. NCSL’s 
mission is to improve the quality and effectiveness of state legislatures, foster interstate communication 
and cooperation, and provide state legislatures a strong, cohesive voice in the federal system. NCSL
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offices are located in Denver and Washington DC.

National Conference of State Legislatures 
INFO@NCSL.ORG (autoresponse directory)

Denver Office: Washington Office:
1560 Broadway, Suite 700 444 North Capitol Street, N.W., Suite 515 
Denver, CO 80202 Washington, D.C. 20001
Tel: 303-830-2200 Tel: 202-624-5400
Fax: 303-863-8003 Fax: 202-737-1069
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Hudson mulls I .mp permanent fund payout
Change to earlier proposal could give Alaskans up to 
$15,000, suspend dividends

By  KATHY D YE
THE JUNEAU EMPIRE

S e n .  J e r r y  M a c k i e  r e t i r e d  f r o m  t h e  s t a t e  L e g i s l a t u r e  in  2 0 0 0 ,  b u t  a  
c o n t r o v e r s i a l  bill h e  f i le d  b e f o r e  h i s  d e p a r t u r e  h a s  a  p o l i t i c a l  life  o f  i t s  
o w n .

J u n e a u ' s  R e p .  Bill H u d s o n  o n  F r i d a y  n i g h t  f l o a t e d  t h e  i d e a  o f  a  
r e v i s e d  v e r s i o n  o f  M a c k i e ' s  d o o m e d  bill ,  w h i c h  w o u l d  h a v e  d o l e d  o u t  
$ 2 5 , 0 0 0  f r o m  t h e  A l a s k a  P e r m a n e n t  F u n d  t o  e v e r y  e l i g i b l e  r e s i d e n t  
b u t  e x t i n g u i s h e d  t h e  p o p u l a r  d i v i d e n d  p r o g r a m .

U n d e r  M a c k i e 's  p l a n ,  t h e  s t a t e  w o u l d  h a v e  u s e d  e a r n i n g s  f r o m  t h e  
f u n d ' s  l e f t o v e r s  t o  p a y  f o r  g o v e r n m e n t  i n s t e a d  o f  t h e  a n n u a l  c h e c k s .  
T h e  bill, w h i c h  r e q u i r e d  v o t e r  a p p r o v a l ,  w a s  s e e n  b y  s o m e  a s  a  w a y  
t o  t a p  t h e  f u n d ' s  w e a l t h  f o r  s t a t e  s e r v i c e s  w i t h o u t  c o m m i t t i n g  
p o l i t i c a l  s u i c i d e .  B u t  t h e  m e a s u r e  d i e d  in c o m m i t t e e .

H u d s o n ,  a  R e p u b l i c a n ,  t o ld  a  J u n e a u  c r o w d  h e  is  t a l k i n g  t o  o t h e r  
l a w m a k e r s  a b o u t  i n t r o d u c i n g  a  " m i n i - M a c k i e . "

"A l i t t le  M ac ,  n o t  a  b ig  M a c ,"  s a i d  H u d s o n  a t  a  p u b l i c  m e e t i n g  c a l l e d  
b y  t h e  F is c a l  P o l i c y  C a u c u s ,  a  l o o s e l y - f o r m e d  g r o u p  o f  a b o u t  3 0  
l a w m a k e r s .

H u d s o n  s a i d  a f t e r  t h e  m e e t i n g  t h e  r e v i s e d  v e r s i o n  p r o b a b l y  w o u l d  
d i s t r i b u t e  t o  r e s i d e n t s  a  s m a l l e r  l u m p  s u m  -  p e r h a p s  $ 1 0 , 0 0 0  to  
$ 1 5 , 0 0 0  - b u t  o n l y  s u s p e n d  t h e  d i v i d e n d  p r o g r a m ,  n o t  e n d  i t .  T h e  
s t a t e  w o u l d  u s e  e a r n i n g s  f r o m  t h e  f u n d  b a l a n c e  t o  p a y  f o r  
g o v e r n m e n t  u n t i l  n e w  r e v e n u e s  c a m e  o n l i n e ,  s a i d  H u d s o n ,  n o t i n g  
t h e  s t a t e  c o u l d  r e - e s t a b l i s h  a  s m a l l e r  d i v i d e n d  p r o g r a m  a f t e r  s ix  o r  
s e v e n  y e a r s .

" I t ' s  a  l i t t l e  l ik e  t h e  M a c k ie  p l a n ,  w h i c h  h a d  a  l o t  o f  p o p u l a r i t y ,  t h e n  
lo s t  i t s  p o p u l a r i t y , "  s a i d  H u d s o n ,  a  R e p u b l i c a n .

H u d s o n  e m p h a s i z e d  i t ' s  j u s t  a  c o n c e p t  a n d  h e ' s  n o t  s u r e  h e  o r  a n y  
o t h e r  l a w m a k e r  w il l  e v e n  p o s e  it  in a  bill .  I t ' s  j u s t  o n e  i d e a  t o  h e l p  
g u i d e  t h e  s t a t e  f r o m  i t s  f i n a n c i a l  w o e s ,  H u d s o n  s a i d .

O f  • j ' j  nO i cl 11 J  i 'tP ie a  u
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"A t t h i s  p o i n t  in t i m e  i t ' s  n o t h i n g  m o r e  t h a n  a  t h o u g h t . "

T h e  p u b l i c  s t i l l  will d e m a n d  s e r v i c e s ,  b u t  t h e  s t a t e  w o n ' t  h a v e  
e n o u g h  m o n e y  t o  f u n d  s c h o o l s ,  p r i s o n s  a n d  o t h e r  p r o g r a m s ,  t h e y  
s a i d .  A n d  l a w m a k e r s  w o n ' t  h a v e  a  s a v i n g s  a c c o u n t  t o  fa l l  b a c k  o n .

"M y  f r i e n d s  t h i s  is  n o t  a  g o o d  s i t u a t i o n  a n d  i t ' s  g o i n g  t o  b e  m u c h ,  
m u c h  w o r s e  if w e  d o n ' t  s t a r t  d o i n g  s o m e t h i n g , "  s a i d  H u d s o n ,  
c o - c h a i r m a n  o f  t h e  c a u c u s ,  w h i c h  is h o l d i n g  m e e t i n g s  s t a t e w i d e  t o  
d r a w  a t t e n t i o n  t o  t h e  p r o b l e m .

T h e  p a n e l  r e p e a t e d  a  t h e m e :  T h e  s t a t e  m u s t  r a i s e  n e w  r e v e n u e  s o o n  
t o  a v e r t  a n  e c o n o m i c  c r i s i s .  N e w  r e v e n u e s  c o u l d  c o m e  f r o m  a  
c o m b i n a t i o n  o f  p a n e n t  f u n d  e a r n i n g s ,  n e w  t a x e s ,  h i g h e r  t a x e s  
a n d  r e s o u r c e  d e \ v  p m e n t ,  s a i d  H u d s o n ,  a l t h o u g h  t h e  c a u c u s  h a s  
n o t  e n d o r s e d  a  pl~ .

I t  w o u l d  h e l p  if a  , p o s e d  g a s  l in e  w e r e  b u i l t  t o  b r i n g  t h e  s t a t e ' s  
v a s t  r e s e r v e s  o f  n a t j r a l  g a s  t o  m a r k e t ,  s a i d  L a r r y  P e r s i l y ,  d e p u t y  
d i r e c t o r  o f  R e v e n u e .  H o w e v e r ,  a  g a s  l i n e  p r o b a b l y  w o u l d  n o t  c o m e  
o n l i n e  s o o n e r  t h a n  2 0 0 8 ,  h e  s a i d .  E v e n  t h e n ,  i t  w o u l d  g e n e r a t e  o n l y  
$ 2 5 0  m i l l i o n  t o  $ 4 0 0  m i l l io n  a  y e a r  in  n e w  r e v e n u e s  -  o n l y  a  f r a c t i o n  
o f  t h e  $ 1  b i l l io n  u n f u n d e d  b u d g e t  g a p  e x p e c t e d  b y  2 0 0 6 ,  P e r s i l y  
s a i d .

" I t ' s  a  p i e c e  o f  t h e  p u z z l e ,  b u t  y o u  c a n ' t  s i t  h e r e  t o d a y  a n d  s a y  t h e  
g a s  l i n e  is g o i n g  to  s a v e  u s , "  P e r s i l y  t o l d  t h e  c r o w d .

P e r s i l y  s a i d  t h e  s t a t e  c o u l d  g e n e r a t e  a b o u t  $ 2 0 0  m i l l i o n  a  y e a r  if  it 
l e v i e d  a  2  p e r c e n t  p e r s o n a l  i n c o m e  t a x .  B u t  a u d i e n c e  m e m b e r  Bill 
H e u m a n n  s a i d  it  d o e s n ' t  m a k e  s e n s e  t o  p a y  a  P e r m a n e n t  F u n d  
d i v i d e n d  t o  r e s i d e n t s  a n d  c o l l e c t  a n  i n c o m e  t a x .  T h a t  j u s t  s e t s  u p  
t w o  o p p o s i n g  b u r e a u c r a c i e s ,  h e  s a i d .

"I  w o u l d  r a t h e r  g e t  r id  o f  t h e  d i v i d e n d  m y s e l f  t h a n  w o r r y  a b o u t  
t a x e s , "  H e u m a n n  s a i d .  " B u t  y o u  g o  o u t  t o  s o m e  v i l l a g e s  -  t h a t ' s  t h e  
o n l y  m o n e y  t h e y  h a v e  c o m i n g  in .  T h a t ' s  t h e  m o n s t e r  w e ' v e  c r e a t e d . "

A u d i e n c e  m e m b e r  R o b  S k i n n e r  s a i d  h e  w o u l d  s u p p o r t  a  p l a n  f o r  n e w  
t a x e s  if i t  s p r e a d  t h e  p a i n  b r o a d l y  a n d  d i d  n o t  t a r g e t  o n l y  
b u s i n e s s e s .

A n  e x c h a n g e  o f  i d e a s  w a s  t h e  w h o l e  p o i n t  o f  t h e  J u n e a u  m e e t i n g ,  
w h i c h  d r e w  m o r e  t h a n  3 0  p e o p l e .  A p a n e l  o f  s p e a k e r s  f r o m  t h e  
g o v e r n o r ' s  o f f i c e  a n d  s t a t e  D e p a r t m e n t  o f  R e v e n u e  p a m t e d  a  g l o o m y  
p i c t u r e  o f  t h e  s t a t e ' s  f i n a n c i a l  f u t u r e ,  s a y i n g  t h i n g s  c o u l d  t u r n  g r i m  
b y  2 0 0 5  a s  oil r e v e n u e s  d e c l i n e  a n d  t h e  s t a t e ' s  s a v i n g s  a c c o u n t  r u n s  
d r y .

" W e  a l l  h a v e  t o  t a k e  s o m e  o f  t h e  r e s p o n s i b i l i t y  h e r e , "  s a i d  S k i n n e r ,  
w h o  o p e r a t e s  a  c a r  d e a l e r s h i p .

L a w m a k e r s  d o  n o t  n e e d  a p p r o v a l  b y  v o t e r s  t o  s p e n d  e a r n i n g s  f r o m  
t h e  p e r m a n e n t  f u n d ,  b u t  t h e y  a s k e d  v o t e r s  f o r  p e r m i s s i o n  a n y w a y  in  
1 9 9 9 .  V o t e r s  o v e r w h e l m i n g l y  r e j e c t e d  t h e  i d e a ,  a n d  t h e  L e g i s l a t u r e  
h a s n ' t  s e r i o u s l y  b r o a c h e d  t h e  t o p i c  s i n c e  t h e n .
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Web posted Tuesday, September 4, 2001

My Turn: Time for statesmanship, 
democracy

B y  REP .  B I L L  H U D S O N

I believe the economic health of our state may be at risk unless this 
Legislature, in the coming winter session, can muster the necessary 
backbone and political courage to adopt and implement a financial 
plan that honestly reflects both long-term spending needs as well as 
new revenue sources to meet those needs.

I'm convinced this will not occur, however, until the people of Alaska 
are fully aware of the negative consequences of current deficit 
spending practices and the effect it will likely have on Alaska's 
economy and daily lives of its residents if continued.

It's precisely for this reason, many of my colleagues and I have 
organized the Fiscal Policy Caucus and are coming to the people in 
town meetings all over this state to seek their input and ideas on 
how best to proceed.

Most people know that the current economy of our state is largely 
driven by the sale of oil and other natural resources, but are not 
aware of the vast fluctuation in state revenues received from these 
vital resources. Unrestricted revenues from oil production and its 
sale last year (when prices soared to unforeseen highs) provided 
only 75 percent of the state revenue we need to operate our schools, 
prisons, pioneer homes and the whole list of other vital government 
services. This fiscal year these revenues are expected to only provide 
50 percent for all those same costs. The decline in production from 
the major fields on Alaska's North Slope confronts us with an 
opportunity - or a potential economic crisis.

I've been involved with state government for over 25 years, the first 
eight of which were with former Gov. Jay Hammond during times of 
unheralded high revenue. I've seen the boom and bust cycles 
resulting from our dependence on these oil revenues. I recall the 
close cooperation between state, federal, local and private leadership 
in the decision to build the pipeline, and the uniquely Alaskan Marine 
Highway System. And who cannot hold in the highest regard the 
concerted action that led to statehood? The facts are that most of 
Alaska's landmark decisions and major public policies were not the 
product of any one political party - they were non-partisan, and the
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Juneau's Sen. Kim Elton urged the crowd to force lawmakers to 
make the tough decisions, rather than ask voters for permission.

"I cannot see any solution at all if we allow legislators to pass the 
buck and put it on the ballot because I don't think there's a proposal 
we could put on the ballot and pass," said Elton, a Den at.

Hudson did not expect to change the world Friday night, but he had 
hoped a few more people would attend the caucus' town hall 
meeting - the first of its kind in Juneau.

8
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"I would have liked to have seen this place packed to the brim," said 
Hudson, who counted 35 people in the audience. "But it's a 
beginning."

Kathy Dye can be reached at kdye@juneauempire.com
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SENATOR PETE KELLY 
R - FAIRBANKS

E d u c a t i o n  F u n d i n g ,  B u d g e t  D i s c i p l i n e  a n d  

D e v e l o p m e n t  o f  L o n g - T e r m  F i s c a l  P l a n  2 0 0 1  P r i o r i t i e s

As C o -C h a irs  o f  the Senate F inance Com m ittee this yea r, it was o u r task to m aintain fisca l d isc ip lin e  and bu ild  on Ihe s tro n g  founda tion  
created by the su c ce ss fu lly  com p le ted  Repub lican F iv e -Y e a r Budget P lan . The Senate R epub lic an s are com m itted  to con tinu ing  
A la sk an s ’ e n jo ym en t o f  the low est state taxes in the nation. A cco rd in g ly , the R epub lican  M a jo r ity  m ain ta ined  fisc a l d isc ip lin e  w h ile  
p rov id ing  fo r  the con s titu tion a l p rio rit ie s  o f  education , pub lic sa fe ty  and pub lic  health .

E d u c a tio n  F u n d in g
A h i s t o r i c  y e a r  fo r  e d u c a t i o n  in  A laska !

*  Stale e d u c a t i o n  funding increased b y n io r c t h a n $ 5 0 m i l l i o n .

• Increased K -1 2  funding by ov e r$ 3 4  m illion - including the largest 
increase to the education funding formula mover 1 Oycars (SB  174, 
sponsored by the Senate Finance Committee)

• Doubled funding fo r  Learn ing Opportun ity G rants lo r exam 
preparation, supplies & books from $ 6 .1 m illion toS12.2 million

*  Increased funding for pupil transportation torcduc; local taxes
*  Incrcasedfundingforchartcrschoolsandallowcdmorcschoob
*  Increased funding for the University o f  A laskabycverS lbm ilhon
■k Funded school maintenance and construction state wide(3 new schools and 

32 major maintenance projects) 
k  Provided local tax re lie f fo r K-12cducation

P ublic  S a fe ty  F u n d in g
A l a s k a n s  P r o t e c t e d

*  Increased funding by S 1,560 ,000 fo r 6 more Alaska State Troopers
*  Added S320 .000 fo r2  more Fish and W ild life  Protection officers
*  Increased funding by S250 ,000 fo r statewide lorensic crime labsuppon. 

funding three new positions including an additional DNA testing specialist
*  A ddcdS50 ,000for Avalanche Safety Public Education
*  Increased training andbcnefits fo r Village Public Safety Officcrsand 

improved probation services in rural A laska (SB  145, sponsored by 
ScnatorRick Halford,R-Chugiak)

+  Authorized construction o f a new private prison to prevent prison
overcrowding (MB 149. sponsored by Representative Mike Chenault.R- 
Soldotna)

■* Funded new state wide youth correction facilities necessary u ■ 
fightjuvcnilecrimc

F isca l D isc ip line
B u d g e t  d i s c i p l i n e  a n d  d e v e l o p m e n t  o f  

a n e w  l o n g - t e r m  f i s c a l  p l a n
★ Continued resu lls-bnsed budgeting to ensu rcgove rnm cn t fisca l 

accountability
★ Pass J an operating budget S60 m illio n  below  the g o v e rn o r ’ s request 

and S7 m illion below last year’ s budget in total state funds when adjusted 
for population and inflation

★ Created an overa ll budget that is simpler, easier toundcrslaud and more 
accurately represents spending than past years' budgets

★ The Senate passed I wo Constitutional Amendments to im p rove  the 
budget process and encourage fisca l discip line (see pages 2 & 3 )
• ,S ,lR 2 3 ,a  new and effective state constitu tiona l spending lim it

(sponsored by Senator Dave D on ley , R-Anchoragc)
• S JR  24 , an im portan t re fo rm  o f  how  the C on stitu tion a l Budget 

Reserve w o rks (sponsored by the Senate Finance Comm ittee)
The Senate passed three m ajor cost saving proposals and began work on 
four others (sec pages 2 &  3 )

P ublic  H ea lth  F unding
E s s e n t i a l  s e r v i c e s  fu n d e d

★ Increased funding forcsscntial medical services
★ AddedS700,000toaddrcss Fetal A lcohol Syndrome prevention cf'nrts 
+  A llocalcdS3m illionforTobaccoPrcvcntionnndControl
★ ProvidcdS225.UOO for additional emergency scrviccpersonncl
★ Authorizcdconstruclionof new Alaska Psychiatric Institute facility

(H B  76. sponsored by Representative Norman Rokeherg, R-Anchorage)

2001 Senate Finance Committee: (clockw ise from  top) Co-Chairs Dave 
Don ley and Pete K e lly . Loren Leman, V ice-Chair Jerry W ard, G ary W ilken . 
Donnie Olson. Lyman Hoffman. A Ian Austcrman and Lyda Green.
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SENATOR DAVE DONLEY 
R-ANCHORAGE ____
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I ' araw at least ?buu minion rrom tne account to runa tne ouaget tor
the current fiscal year, Hudson said.

The coalition formed in March to compel fellow lawmakers to endorse 
a long-term fiscal plan before the account runs dry. Hudson hopes 
Alaskans will pressure lawmakers to work on a long-term plan in the 
legislative session that begins in January 2002, an election year.

"If you could ever get this to a point where the public can see that 
the Legislature continuing its easy action of simply spending down 
our savings account is going to perhaps put their job at risk in five to 
six years or cost them their permanent fund dividend in five to six 
years, I think they would start asking questions of people running for 
all levels of office and that would be healthy," Hudson said.

The meeting is scheduled Friday from 7 to 9 p.m. at Aldersgate 
United Methodist Church on Cinema Drive, near the Glacier Cinemas 
in the Mendenhall Valley. It will include presentations by the state 
Department of Revenue and Office of Management and Budget.

The group already has taken public comment in other Alaska 
communities, and plans to hold another Juneau meeting probably in 
late September or early October, Hudson said.

Kathy Dye can be reached at kdye@juneaue npire.com.

A l l  co n ten ts  © C o p y r ig h t  2001 M o r r is  D ig i t a l W o rk s  a n d  J u n e a u E m p ir e .c o in .
P le a s e  road  o u r  P r iv a c y  P o l ic y  I T o  le a rn  m o re  a b o u t ju n c a n e in p ir e .c o m . g o  Ite re l C o n ta c t  us  

A d v e r t is e  w it h  us in  p r in t  o r  o n l in e .
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New revenue could mean imposing higher or new taxes and using 
permanent fund earnings for government, although the coalition has 
not taken a position on those options. Voters in 1999 
overwhelmingly rejected a plan by lawmakers to use permanent fund 
earnings for state services.

The state covers an annual revenue shortfall by tapping a $2 billion 
savings account called the Constitutional Budget Reserve, which is 
expected to run dry w ithin five years. The state probably will have to
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T o w n  m e e t i n g  o n  b u d g e t  g a p  c o m e s  

t o  J u n e a u
Meeting aims to explain what declining revenues mean for state

By  KATH Y  DYE
THE JUNEAU EMPIRE

Rep. Bill Hudson believes the state must get its finances in order 
now or Alaskans will feel it in the wallet later, and he wants Juneau 
residents to join him in the effort.

Hudson on Friday is hosting Juneau's first town hell meeting by the 
Fiscal Policy Caucus, a loosely formed bipartisan group of about 30 
lav/makers.

The purpose of the meeting is to educate people about falling oil 
revenue and what it means to the state's long-term financial health. 
The coalition also will take public comment on ways to bring state 
spending in line with state revenue, said Hudson, a Juneau 
Republican.

"We need to have the public as broadly as possible around the state 
of Alaska weigh in at this time and begin to build up some public 
support for taking some action other than the status quo," Hudson 
said.

Hudson has criticized the Legislature for failing to adopt a long-term 
plan in the face of declining oil revenue, which in past years has 
accounted for about 80 percent of general fund spending and has 
helped fund schools, prisons and other services. The state may be 
forced to cut vital programs if it doesn't find new revenue soon, 
Hudson said.
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res/Mts have greatly benetited all Alaskans.
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It’s time for every citizen of Alaska to weigh in again. Help us make 
the right choices to keep our state on a healthy track to the future.

We must hear your voice in our efforts to establish a viable 
long-term fiscal policy. Write your senator and representative; better 
yet, make an appointment to visit them in their home office and put 
us all on the spot. Ask us how we intend to finance education, public 
safety, roads and har>- _,rs, etc. in the future. If we tell you we intend 
to cut spending to eliminate the $500 million to $1 billion doliar 
annual fiscal gaps, ask us where and how? Ask the governor and any 
wannabe governor candidate how he or she intends to iead us out of 
this fiscal quagmire.

The path we take will affect your family, your home, your job and 
your children's future. If we continue to balance our budgets from 
our savings account, the "CBR," and fail to institute new revenue 
sources in a timely manner, however politically unpalatable, we will 
have no option but to drastically cut essential services, impose 
heavy taxes and be forced to spend the earnings reserve of our 
Permanent Fund! Since that reserve is the feedstock for the PFD, you 
can see the popular dividend will be in jeopardy.

It doesn’t have to be this way. We can take timely action, even 
incrementally, that will preserve and protect the PFD, maintain our 
Constitutional Budget Reserve and assure the economic health of our 
state. Please get engaged. Democracy does work.

Juneau's first town hall meeting on this subject will be Sept. 7, at 
Aldersgate Church located just beyond the Juneau valley theaters on 
Cinema Drive. The meeting will last from 7-9 p.m. Everyone is 
invited and encouraged to come. We anticipate the full Juneau 
delegation to be in attendance.

Bill Hudson represents District 4 (Juneau) in the Alaska House of 
Representatives.

A ll conienis ©Copyright 2001 Morris Digital Works and JuneauEmpire.com.
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Advertise with us in print or online

9/12/01 12:05 PM



D evelop ing  a N ew  L ong-R ange Fiscal Plan ate F inance Committee Co-Cha
The firs t step in any lon g -range  fisca l plan shou ld be continued re form  lo r  m ore effecient government. A fter the hundreds o f  m illions o f  do llars in 
reductions instate spending overthe past five years only challenging spending reductions still remain. A laska statutory fo rm u las and p icv is ion sgu id em ost 
state spending , so sign ifican t re fo rm  requires statutory changes. T h is  y e a r  l l ie  Sena te F in an ce  C om m itte e  in t ro d u c e d  a p a c k ag e  o f  
le g is la t io n  des ig ned  be the  f i r s t  step in d eve lop ing  a new  lo n g -ran g e  fisc a l p la n  fo r  A la sk a . These n ine pieces o f  leg is la tion  have the 
potentia l o f  sav ing  o  ver $  12 .5  m illio n  the first yea r and ove r $ 100 m illio n  within 10 years. The individua l p roposa ls and p ro jec ted  sav ings 
are sum m arized  b e low  and on the next page.

t& Senate Joint Resolution 23
Sponsored by ScnatorDavc Donley, R-Anchoragc 

SJR 23 reduces the existing constitutional spending limit and restricts 
increases toensurcfuture fiscal discipline. Thecxistingspcndinglimithas 
grown to$6  b ill ion— twice the amount o f  total state spending in FY  2000. 
SJ R 23 changes the lim it to S3.1 billion and limits its growth to xh  o f  the 
cumulative change in population and inflation. SJR 23 passed the Senate 
and iscurrently in the House Judiciary Committee.

r& Sennte Bill 180 
Sponsored by the Senate Finance Committee 

SB  180 places all state empoyccsundera newgeographic pay differential 
fonnu laiom orc accurately reflect cost-of-living differences across the state. 
This adjustment would save the state $ 183 ,600pcryea rin ilia lly  and 
S312 .000 per year after 6  years. SB  180 is currently in the Senate Rules 
Committee.

Ha Senate Joint Resolution 24
Sponsored by the Senate Finance Committee 

SJR 24 amends the processfor withdrawing funds from  theConstitutional 
Budget Reserve (C B R ) and requires a 3/4 vote o f  thcLegislature on ly when 
spendi ng exceeds the prior year's level. Currently, a 3/4 vote is needed to 
approve any withdraw from  the C BR . Please see article on the opposite page 
for more information on this important cost saving measure. SJR 24 passed the 
Senate and is currently in the House Judiciary Committee.

/& Senate Bill 181
Sponsored by the Senate Finance Committee 

SB 181 follows auditors' recommendations toclose a state housing program 
that has outlived itsusefulness. The AHFCHousing Assistance Loan Fund 
provides loans below market rate loans to on ly certain areas o f  the state. 
Eliminating thisprogramcculd increase statercvenue by550 0 ,0 0 0 annually.
SB 181 iscurrently intheSenatcFinanceCommittce.

During the 2001 legislative session. Republicans rejected atota lo f$246m illion inp roposed extra 
state spending proposedby Democrat minority legislators. Had a ll the proposed minority amend­
ments been approved, general fund expenditures forthe operating budget would have increased by 
S 49 .1 m illion from  the previous yearand the capital budget would have increased by S 196.9 million.

1 ncreased state spending proposed through minority amendments forcach fiscal year since 1997 is
listed below:

OperatingBudgct Capito l Budget Tota l
2002 $363 ,892 ,616 $196 ,870 ,85 ! $560,763,467
2001 $314 ,763 ,966 $51 ,008 ,522 $365 ,772 ,488
2000 $231 ,626 ,078 $23 ,237 ,666 $254 ,863 ,744
1999 $139 ,037 ,928 $1 ,4 20 ,000 $140 ,457 ,928
1998 $48 ,542 ,705 $5 ,719 ,314 554 ,2c2 ,019
1997 $14 ,135 ,690 $2 ,193 ,322 $16 ,329 ,012

Total $1 ,111 ,998 ,983 $280 ,449 ,675 $1 ,392 ,448 ,658

Asthe I'iguresshow, Alaska’ s budget gap would be significantly greater i f  all o f  this excess spending 
hnd been added to the budge', Instead, the Republican M njoritics improved A laska’ s fiscal health 
by implementing general fund spending reductions totaling overS 175 million. When inflation and 
population growth are factored in, state general fund spending has been reduced by over $600 
million

Reducing general fundspending and holdingdownspending increases helped limit thcnccessary 
withdraws from  theConstitutional Budget Reserve (C B R ). Thiscxlcnded the life o f the fund and 
allowed itgrow from  $2 .2 to$2.5 billion. Had minority amendments been adopted, the CBR  would 
only total $1.3 billion today. Annual contributions were also made to the Permanent Fund, which 
has grown from  $ 15 .7 to $25.3 bi'lion.

A ll o f  this was accomplished w ithout G ove rn o r K n ow le s ’ proposed massive now income 
tax, new genera l statewide taxes, reducing y o u r  Perm anen t Fund D ividends o r  using the 
Permanent Fund.

T h e  S t a t e  o f  A l a s k a  B u d g e t  G< 
F is c a l  Yv 

W h e r e  th e  mo:

Natu ra l R e sou rc e  1' 
M anagem ent 

2 %  - S 9 6  Million 
D ebt S e rv ice

2%  - $ 1 0 4  Million
Health and Soc ia l S en /ic e s  \

3%  - 5 1 4 1  Million
T ranspo rta tion  .

4%  - S 1 5 9  Million /aessBns ■ H a
University o l A laska 
5%  - S 2 0 3  Million
Public Sa fe ty /

Justice /C orrections 
8%  - S 3 4 3  Million

All N on -Education  Form ula* 
P rog ram s 8%  - S 3 2 8  Million K -12 Ed

’ Form u la p rog ram s a re  b a sed  in statu te and guarat 
N on-education  fo rm u la p rog ram s include: Medicaid 

Sharing , F o s te r C a re , E le c ted  O ffic ia ls  Retirem ent, Sh.
This report wu.s prepared hy Co*Chuirs Senator Dave Dnnle

This publication was released by the Senate Finn 
the public o f  the committee's activities during I



f j  Senate B ill 182
Sponsoi cd by llic  Senate Finance Committee 

SB 182cncouragcs accuracy and accountability in the budgci process by 
requiring program benefits tobc paid based on actual funding levels rather 
than statutory suggested levels . The potential savings to the state ifS B  182 is 
enacted wil I vary depending on individual program funding levels. SB 182 is 
currently in tlie Senate Finance Committee.

tta  Senate B ill 183
Sponsored by the Senate Finance Committee 

SB 183 adopts aun ifom i standard fo r the payment o f attorneys' fees for 
litigants, including public interest litigants. Courts rciaintlicauihority to 
awardhighcrfecsonacase-by-case basis. Potential savings could average 
ovcrSlOO.OOOannuallybasedoncurrcntfccsbeingpaidout. SB 183 
passed the Senate and is currently in the House Judiciary Committee

Senate B ill 184
Sponsored by the Senate Finance Committee 

SB 184 allows, but does not require, local government contributions tothe 
V illage Safe Water Program. I f  local governments chose tocontributc even 
just five percent, state savings o f  S2,'700 ,OOOnnnunllycouldbe realized 
SB 184 passed the Senate and iscurrently in the House Community and 
Regional AffairsCommittce.

A  Senate B i ll 185
Sponsored by the Senate Finance Committee 

SB 185 rcviscsthc formula under which Pow crCostEqualizationispaid and 
adjusts the amount ofelectricity eligible for.subsidy tomore accurately reflect 
current power usage andcncouragc energy conservation. Statecxpcnditurcs 
could be reduced by as much as 59 ,0 0 0 ,0 0 0  per year under this legislation. SB 
185 is currently in the Senate Finance Committee.

Senate B i l l 186
Sponsored by the Senate Finance Committee 

SB 180 limitsa municipality’ s allowable bonded indebtedness to S I 5 ,000 per 
resident. This would increase state revenues by over S lOOm illionaycar within 
tenyears. State revenues w ill increase because o il and gas property tax rev­
enues, currently collected by certain high debt municipalities, w ill revert back to 
the state. SB 186 passed the Senate and is currently in the House Community 
and Regional A ffairs Committee.

F is c a l F la n  L e g is la tiv e  S ta tus :
Tlie legislative response to th is f is c a l package has been very positive. 
Five proposals have already passed the Senate and are under consider­
ation in  the House. The remaining fo u r  b ills  are progressing through the 
Senate.

G e n e r a l  F u n d  a n d  P e r m a n e n t  F u n d  S p e n d in g  
Year 2 0 0 2  - $ 4 .3  B i l l io n  

noney  is  b e in g  s p e n t  t h i s  y e a r :
Legislature 

1 %  - S 37 Million

/ All O lher {G overnor, Admin.,
Revenue, etc.)

7%  - S 29 3  Million
Perm anen t Fund Dividend 

26°/, -S 1 .1  Billion

Perm anen t Fund In flation P roofing 
17%  - S 71 3  Million

Education Formula* Support 
1 7 % -S 7 0 6  Million

arantee a specific level o f benefits to qualified iccipients.
:aid, Adult Public A ssistance , Longevity B onu s , Revenue 
Shared Fisheries Business Tax and T em po ra ry  A ssistance .
.inlcy am) Senator I’clc Kelly and dues mil nnecessarily represent Uic views nl any olher senamrs.

nance Commiitce, produced at acost o fS .034 per copy lo  inform 
mg the 2 0 0 11 igislative session, and printed in Anchorage, Alaska.

TheConstitutional Budget Reserve (C B R ) was established in 
1990 , and has been used to help f i ll the gap between state revenues 
and expenditures. When the CBR  was created, the original intent 
was that funds could be withdrawn with a simple majority vote to 
helpcover a budgci deficit as long as current spending did not 
exceed the previous year's spending, but a three-quarters vote o f 
the Legislature would be necessary to withdraw any funds in excess 
o f the previous year’ s spending.

In 1994, the A laska Supreme Court misinterpreted this provision to 
require a 3/4 vote to withdraw t..iy funds from  the C BR . This 
creates a situation in which a small m inority o f  legislators can 
"blackmail" the majority nnd hold the budget hostage in any year 
where there is a budget deficit. These legislators can exchange 
their votes, which are crucial to withdraw C BR  funds and balance 
thestate’ s budget, fo r approval o f increased spending.

The cost this y e a r  to access the C B R  with a 3/4 supe r m a jo r ­
ity vote lo  ba lance  the budget was nca : y $150  m illion ,

Senate Joint Reso lu tion24 corrects this bizarre imbalanccof 
spendingpowerby proposing aconstitutional amendment that 
makes it c lear a 3/4 vote is not necessary when spending does not 
exceed the previous year's.

I f  this resolution passes, the amendment w ill be placed on the next 
state general election ballot in fa ll 2 002  fo r approvnl by the people 
o f  Alaska.



Per Capita Stale Spending is Going Down 
Per Capita GF Appropriations In FY02 Dollars
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Consumer Price Index (C P I)and  population statistics 
taken from  the Alaska EconomicTrends, "The Cost o f  
Living in A laska” , June 2001, A laska Department o f  Labor 
and W orkforce Development..
«■ Figures are in Fiscal Y ear 2002  D o lla rs (i.e . - It would 
lake an appropriation o f$ 2 .8 6  b illion o f  today's dollars to 
equate to52 .37 b illion  in Fiscal Y ear 1993.)

Population growth fo r  Fiscal Years2001 and2002are 
assumed to be the same as fo r Fiscal Y ear 2 00 0  (.7 9% ).
«• Projected CP I fo r Fiscal Y ear 2002 is projected at 3.8%  
bytheLegislativcFinanccDivision.

Fiscal Year 2002 budget is S7 m illion below Fiscal Year 
2001 budgci when adjusted forpopulation and inllation.

Per Capita spending graph notes:

A n c h o r a g e 's  S h a re  o f 2 0 0 2  S ta te  B u d g e t
Anchorage will receive over $250m illion in capital appropriations this year, an increase o f over $4 5 m illion from  
last year. Anchorage w ill also receive an additional $54 m illion in school debt reimbursement. Anchorage will 
receive over $231 m illion in appropriations in the operating budget, a 3%  increase from last year.

Pioiect
T ra n sp o rta tio n  P ro jec ts

Amount 
S 162,644.000Anchorage International Airport expansion 

(revenue bonds to be paid by airlines using the facility) 
Port o f Anchorage improvements 
City wide street maintenance and safety upgrades 
Dowling Road construction 
CStreet Reconstruction - Phase II 
Lake Hood Airport improvements 
Campbel I Creek Trai I Connection 
OldGlennHighway rehabilitation 
Major intersection improvements 
KnikAnnCrossing(prelim inarywork)
People mover& other transit improvements 
HuffmanRoad intersection improvements 
W illow  Crest Elementary School overpass upgrade 
Other transportation pi ograms and projects
C o n ta c t th e
S e n a te  F in a n c e  C o m m ittee

Sena to r Dave Don ley (R-Anchoragc) 
7 16  West 4th Avenue, Suite #400 
Anchorage, AK  99501 
Phone: 269 -0234 Fax: 269 -0238 
Scnalor_Dave_Donley@legis.state.ak.us 

Committee Co-Chair, Chair - Operating Budget, Legisla­
ture. Office o f  the Governor, University- subcommittees

SenatorLydaG reen(R-W asilla)
600  East Railroad Avenue,Suitctfl 
W as illa .A K  99654 
Phone :376 -3370  Fax :3 76 -3157  

^  Scnntor_Lydn_Grcen@legis.siatc.ak.us 
C lu iir ■ Health <S Soc ia l Services subcommittee

56 .000 .000
54 .000 .000
54 .325 .000
54 .000 .000
54.456 .000
53 .400 .000
53 .375 .000
53 .000 .000
52 .600 .000
52 .200 .000
51 .300 .000
51 .300 .000
54 .774.000

E d u ca tio n  F u n d in g
The Anchorage Schnnl District w ill rccci v - nearly 57 m illion in additional slate aid this 
school year. The legislature also passed H 3  101, sponsored by Representative Fred 
Dyson. R-Eagle River, which will increase funding fo r andallowmorcchartcrschools. 
The University o f  Alaska's Anchorage campus w ill also receive a substantial increase.

Education Funding (Foundation Formula)
LcamingOpportunity Grants
Pupil Transportation
University o f  Alaska (total state funding)

2001
5196 ,800 ,0 00  
52 .278 ,339 
515 ,273 ,491 
518 4 ,136 ,9 00

2002
$200 ,265 ,886  
54 ,570 ,037  
S I5 ,283 ,832 
$197 ,500 ,0 00

M unicipal Aid F u n d in g  In c r e a se d
During the past legislative session, the.Senate Finance Comm ittee increased fi,rid ing 
fo r  m un ic ipa l aid in the.stateoperating budget. This was ihe first increase fo r  the 
program since 1985 . Total Anchorage funding exceeded $ 10.5 m illion which helps 
reduce taxes onan average home in Anchorage by S226annually . This increase w ill help 
reduce Anchorage property taxes.
The Senate Finance Committee supported making reductions in state government before 
cuiiingstaiefundsiocommunities like Anchorage.

Senator A Ian A ustennan (R -Kod iak )
112M illB ayR oad  
Kodiak . A K  9 9 6 )5
Phone :486-8872 Fax :4 86 -5874  »
Scnator_Alari_Austcnnan@lcgis.statc.ak.us ,  

la b o r A Workjorce Development, Military- A Member
Veterans AJIoirs, Public Solely subcommittees

Sena to r Pete K e l ly  (R-Fairbanks)
119 North Cushman Street, Suitc#2G I 

r t f '  Fairbanks, A K 99701
Phone :456-8161 Fax :451 -9293  

fefc Scnator_Peic_Kelly@lcgis.statc.ak.us 
Committee Co-Chair, Cluiir ■ Capitol Budget, Community 
A Economic Development, Fish A Game subcommittees

Senator Loren Leman (R-Anchoragc)
716  West 4th A venue. Suite 1/516 
Anchorage, A K 99501  

'* • }  Phone: 269 -0 2 40  Fax: 269-0242 
J& h  Senator_Lorcn_Lcman@lcgis.state.ak.us 

Cliuir - Environmental Conservation. Natural Kesaurces, 
Revenue subcommittees

ScnatorLyman Hoffman (D -Dellie l) 
StateCapito l.Room tt?
Juneau, A K 9980 1  
Phone: 465 -4 ')53  F ax :4 65 -4523  
Scnator_Lyman_Hoflmnn@>legis.statc.ak.us 

Fish A Gome, Legislature, Transportation A
Public Facilities subcommittees

Senator Jerry Ward (R-Anchoragc)
7 1 6  West 4th Avenue, Suite #450 
Anchorage, A K 99501 
P h on e :2 6 9 -0 1 0 6  F ax :2 6 9 -0 1 0 9  
Scnator_Jer(y_Ward@lcgis.state.ak.us 

Committee Vice-Chair, Cltair - Administration. Correc­
tions, Transpnnalinn A Public Facilities subcommittees
USF iJ ' • SenatorG aryW ilken (R -Fairbanks)

, S ta teC ap ito l,R oom #514 
ijw Ju n eau ,A K 9980 I 
“  Phone: 465 -3709  F ax :4 65 -4 714  

Senator_Gary_Wilken@lcgis,state.ak.us 
Cluiir - Education A Early Development, Laiv, Court 
System subcommittees

Senator Donny O lson (D -N om c) 
StateCapito l, R o o m # 5 10 
Juneau ,A K99801 
P h one :465 -3707  F tx: 465-4821 
Scnator_Donny_Olsc.i@'legis.state.ak.us 

Member - Environmental Conservation, Office o f the 
Governor subcommittees

mailto:Scnalor_Dave_Donley@legis.state.ak.us
mailto:Scnntor_Lydn_Grcen@legis.siatc.ak.us
mailto:Scnator_Alari_Austcnnan@lcgis.statc.ak.us
mailto:Scnator_Peic_Kelly@lcgis.statc.ak.us
mailto:Senator_Lorcn_Lcman@lcgis.state.ak.us
mailto:y_Ward@lcgis.state.ak.us


Reinstating State Income Ta.\

Subject: Reinstating Stale Income Tax 
Date: Fri, 28 Sep 2.001 23:55:11 -0800 

From: "Aedene Arthur" <akarthur@pobox.rntaonline.net>
To: <Representative„Bill_Hudson@Legis.state.ak.us>

I support your stance on this issue. If we take $ from the PFD, the nonresident workers (oil, 
fish -^e n , tourism  - all of whom take millions out of this state each year as you have pointed 
out) will not be affected. If we have a reasonable income tax, MAKING SURE THAT 
NON-RESIDENTS PAY THEIR SHARE), we can deduct that tax from our federal taxes as you 
have also stated. I imagine the industries who have hundreds of non-resident workers will fight 
this tooth and nail - especially oil and gas companies who want to develop new fie lds and have 
lots of $ to lobby against a state income tax.

I think we need to em phasize the points: A- a state income tax is deductible from federal taxes; 
B- the thousands of non-residents who work in our state and spend little or nothing while here in 
Alaska would fina lly  have to leave some of the money they earn in our state; C- Alaskan 
residents would still get their PFD - if we start tapping the PFD, the non-residents would still be 
taking $ from  our state; D- if ANW R is open, or the gasline goes through - LET'S G ET SOME 
INCOME TAX $ FROM THE NON-RESIDENTS W HO WILL COME UP AND W ORK; E- let's get 
some income tax from  the high-end oil company executives who are working here now,and will 
pull out after the oil industiy is gone and the money the state gets from oil dwindles down to 
nothing.

Nobody likes the word TAX, but I'm not sure how many people understand the points that you 
have made, and the ones that I have listed. A sales tax will hurt people who are the working 
poor in Alaska ( I have some of these in my fam ily - barely making it from  paycheck to paycheck, 
no health insurance, no safety net if something happens - they W ORK just as many other 
Alaskans do, and earn their wages, but not a LIVING wage). If a state sales tax were imposed, 
the working poor would pay a higher percentage of their salary just to live, as com pared to 
people who make high salaries. The working poor also often utilize the PFD fo r living expenses 
or for help with paying bills, while fo r those making a lot of money the PFD is a sm aller 
percentage of the ir yearly income.

Thanks fo r giving me a chance to voice my opinion.

10/9/01 3:29 PN
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Subject: Juneau Access/ Save money for the state...
Date: Fri, 28 Sep 2001 20:22:12 EDT 

From: Bartelow@aol.com
To: Representative_Bill_Hudson@legis.state.ak.us

Dear Mr. Hudson,

I am the chair of the Haines Mayor's committee on Marine access. We have 
been actively participating in the McDowell Study on Lynn Canal Ferry 
Operations and Service Study. We have been working closely with the Skagway 
committee to identify ways of improving the ferry service in the Lynn Canal.

I am writing because I understand you are leading a fiscal policy group 
searching for ways in which the state government can save money. And as a 
Representative for Juneau, I'm sure you are very concerned about Juneau 
Access, especially in light of renewed efforts to move the capitol.

It is our conclusion that deploying fast ferries in the Lynn Canal as soon as 
possible could save the state a substantial amount of money. It would also 
be the best short-term solution to the Juneau Access issue, because it is 
attainable within a few years.

We all know the ferry system is in financial trouble, and must find ways to 
become more cost effective to survive. According to DOT studies, Fast Vehicle 
Ferries operating out of a hub system, will be able to move vehicles and 
people more cost effectively than the present long haul fleet. Since Lynn 
Canal represents well over 40% of the total volume of ferry system traffic, 
then the largest savings to the system should be realized by deploying the 
first fast ferries in the Lynn Canal.

DOT has set a t-imeline and priority list for the deployment of fast ferries. 
Unfortunately, p‘ litics not economics has set those priorities, and the Lynn 
Canal has dropped from 1st to 5th on the list. In light of the financial 
situation of the ferry system, we believe that fast ferries should be 
deployed first where they will save the state the most money.
The need for improved year round access to Juneau is a regional priority, 
immediate deployment of fast ferries in the Lynn Canal, offer the only near 
term solution.

Instead of deploying fast ferries in the Lynn Canal, DOT plans to continue 
running the Malispina as a day boat in the summer. In order to make the 
malispina more cost effective, they are proposing a shuttle ferry between 
Haines and Skagway, co allow the Malispina to operate a shorter day trip. The 
cost of the shuttle ferry and the dock improvements need for its operation 
($25—$30 million) are nearly as expensive as a one of the proposed fast 
ferries ($30-$35 million). If a fast ferry were deployed in the Lynn Canal, 
making 2-3 runs per day, we wouldn't need the shuttle ferry or the Malispina. 
So why build a shuttle ferry? Also, the Malispina is going to need expensive 
overhauls to remain in service as long as DOT has it scheduled.

Another thing to keep in mind is that the Malispina is too big to run in the 
winter so we loose the daily service. The fast ferry could continue daily 
service year round by reducing the number of trips to meet seasonal demand.

I would like to urge you to look seriously into this issue. Juneau is the 
largest beneficiary of the Ferry system and therefore has the most to loose 
with its demise. We need the community of Juneau and its leaders to join with 
Haines and Skagway to speak with a unified voice in the ongoing debate over 
the future of the ferry system in the Lynn Canal.

I would love to speak further with you about this issue. Thank you for your 
time.
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A n a ly s i s  o f  the A lask a  L on g  R a n g e  F isca l  Plan R e le v a n c e  to  A la s k a  and  
U .S .  P o l ic y  P os it ions  o f  the L e a g u e  o f  W o m e n  V oters

The tax cap initiative violates the "Principles" of the League of Women Voters of 
the U.S. (Page 66):
♦ "....efficient and economical government requires....adequate financing..."

Without a long range financial plan Alaska will continue to spend ii replaceable 
savings at the rate of $600 million growing to over $1 billion per year in a $2.5 
billion general fund budget. The state’s major savings account, the Constitutional 
Budget Reserve is projected to be gone by 2005. When the CBR is gone, Alaska 
will be faced wilh over a $ 1  billion deficit and no way to replace the money short 
of tapping the earnings reserve of the Permanent Fund. Alaska is the only state 
without either sales or income taxes or any other major state persona] taxes.

♦ " ....lh a t government should maintain an equitable and flexible system of 
taxation."

Alaska virtually has no personal taxes aside from the smallest gas tax in the U.S., 
an alcohol wholesale tax, and vehicle registration fees. Alaska is subject to the 
“Alaska disconnect” in that when economic development occurs it creates a 
liability for the state because new residents create state costs (e.g. education) but 
do not contribute sufficient taxes to pay for the new costs. Also, new residents 
dilute the amount of the PFD. This tax system discourages economic development 
and is extremely inflexible.

♦ " ...th a t every person should have access to a free public education..."
As explained above, the lack of a plan to balance Alaska’s budget constitutes a 
threat to a free education.

State positions of the League of Women Voters of Alaska:

♦ Without a long range fiscal plan it will be difficult to impossible to implement the 
position on "career education in schools", "child care", "domestic violence and 
sexual assault", and "juvenile needs". Alaska has been reducing support for all the 
above services over the past ten years.
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the Arctic National W ild life Refuge o re  a 6enous 
prospect, though men e rem ote than the other option!' 
listed here

We have plenty o f tools, and they're pretty easy to 
employ if we ceil summon the political imagination to 
pul) it off AJI I! t-se thing* a rc  re la tive ly easy to do now, 
when wc have a healthy Constitutional Budget Reserve 
and time lo  debate and craft the solution The right kind 
o f debate now would be over which elements to empha­
sise, and how much, in the tota l package.

That, regrettab ly , 15 still not the majority view in the 
Legis lature , where 100 many mcmbcra ere still in tim i­
dated by their fears o f public backlash against taxes, 
Infringements on dividend growth, o r  ju s t plriln change 
But they a ll know n day o f  reckoning is coming, and that 
eventually they'll have to face these Issues in public 
Sooner Is better, while we havo the luxury o f time and 
the freedom  o f seve ra l good choices.

As Rep Hudson, a m oderate Republican by any m ea­
sure, pu l it, "1 believe we can ’ t Just keep burying ou r 
heads in ihe sand "



STATE TAX

Subject: STATE TAX 
Date: Tue, 20 Mar 2001 21:07:47 EST 

From: YAKEGLE@aol.com 
To: Representative_Bill_Hudson@legis.state.ak.us

BILL WHY NOT JUST GO WITH STATE TAX AND LEAVE THE PFD ALONE. THAT 

WAY ALL OF THE OUTSIDE PART TIME SUMMER WORKERS AND FISHIERMAN 

WOULD HAVE TO PAY TAXES ON THERE EARNINGS.

JAY STEVENS 50 YEAR ALASKA RESIDENT THANKS!

mailto:YAKEGLE@aol.com
mailto:Representative_Bill_Hudson@legis.state.ak.us


Subject: Long te rm  financial planning 
Date: Sat, 5 May 2001 12:15:59 -0800 

F rom : "George R. Lo tt" <georgerl@ptialaska.net>
To: "Jeannette Jam es" <Repiesentati''e_Jeannette_James@legis.state.ak.us>
CC : "Robin Tay lo r" <Senator_Robin_Taylor@legis.state.ak.us>,

"Randy Phillips" <Senator_Randy_Phillips@legis.state.ak.us>,
"Pete K e lly " <Senator_Pete_Kelly@legis.state.ak.us>,
"Lyda Green" <Senator_Lyda_Green@legis.state.ak.us>,
"Loren Leman" <Senator_Loren_Leman@legis.state.ak.us>,
"Johnny E llis " <Senator_Johnny_Ellis@legis.state.ak.us>,
"John Torgerson" <Senator_John_Torgerson@legis.state.ak.us>,
"Je rry  Mackie" <senatorJerry_mackie@Iegis.state.ak.us>,
"Gene Therriault" <Senator_Gene_Therriault@legis.state.ak.us>,
"Gary W ilken" <Senator_Gary_Wilken@legis.state.ak.us>,
"Drue Pearce" <Senator_Drue_Pearce@legis.state.ak.us>,
"Dave Donley" <Senator_Dave_Donley@legis.state.ak.us>,
"Richard Foster" <Representative_Richard_Foster@legis.state.ak.us>,
"Reggie Jou le" <Representative_Reggie_Joule@legis.state.ak.us>,
"L isa Murkowski" <Representative_Lisa_Murkowski@legis.state.ak.us>,
"John Davies" <Representative_John_Davies@legis.state.ak.us>,
"John Coghill" <Representative_John_Coghill@legis.state.ak.us>,
"Joe Hayes" <Representative_Joe_Hayes@legis.state.ak.us>,
"Jim  Whitaker" <Representative_Jim_Whitaker@legis.state.ak.us>,
"Ethan Berkowitz" <Representative_Ethan_Berkowitz@legis.state.ak.us>,
"Eldon Mulder" <Representative_Eldon_Mulder@legis.state.ak.us>,
"Con Bunde" <Representative_Con_Bunde@legis.state.ak.us>.
"Carl Moses" <Representative_Cari_Moses@legis.state.ak.us>,
"Brian S. Porter" <Representative_Brian_Porter@legis.state.ak.us>,
"B ill W illiam s" <Representative_Bill_W illiams@legis.state.ak.us>,
"B ill Hudson" <Representative_3ill_Hudson@legis.state.ak.us>,
"Beverly Masek" <Representative_Beverly_Masek@legis.state.ak.us>,
"Andrew Halcro" <Represenlative_Andrew_Halcro@legis.state.ak.us>,
"Alan Austerman" <Representative_AIan_Austerman@legis.state.ak.us>,
"Tony Knowles" <office_of_the_governor@gov.state.ak.us>

Dear Representative James:

Last year you said that a long term financial planning bill was not likely 
during an election year. Next year will be another election year so, I 
suppose we will have to wait until 2003 before we can expect any serious 
discussion, let alone consideration of a long term financial planning bill.
I suppose higher oil prices acted like a sedative to num the legislature's 
awareness of the need for long term planning. What if we run out of pain 
killers and money too during an election year. You can count on me to 
support long term financial planning.

I was encouraged to hear of yours and Senator Murkowski's efforts to extend 
the Alaska Rail road to link up with the Canadian Rail System. What is the 
state of that project? Is there any progress to report?

I greatly appreciate the legislature's efforts concerning natural gas 
pipeline. Thanks.

Long term financial planning

‘ ' " m a t  . m y

W is h in g  y o u  g o o d  lu c k  d u r i n g  th e  h e c t i c  c l o s i n g  d a y s  o f  t h e  l e g i s l a t i v e
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Long term financial planning

session.

Sincerely,
George R. Lott 
1855 Long Circle 
North Pole, Alaska 99705

0
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5/5/01 12:44 PA



Anchorage Daily News article

Subject: Anchorage Daily News article 
Date: Fri, 4 May 2001 08:41:45 -0800 

From : "Tom Boutin" <boutin@gci.net>
To: <Senator_Dave_Donley@legis.state.ak.us>

CC: "Senator Loren Leman" <Senator_Loren_Leman@legis.staie.ak.us>, 
<Senator_Pete_Kelly@legis.state.ak.us>,
"Senator Gary Wilken" <Senator_Gary_Wilken@legis.state.ak.us>,
"Kim Elton" <Senator_Kim_Elton@legis.state.ak.us>,
"Representative Beth Kerttula" <Representative_Beth_Kerttula@legis.state.ak.us>, 
<Representative_Bill_Hudson@legis.state.ak.us>, <Senator_Robin_Taylor@legis.state.ak.us>

1 certainly agree with fiscal policy statements attributed to you in today’s ADN on-line. But too often the media make issues 
regarding equitable funding into one with Native vs. nonnalive implications. At least here in Southeast, many communities that 
receive a free ride such as Gustavus, Tenakee and Pelican have no special racial character. On Prince of Wales Island, the 
larger communities of Klawock, Hydaburg and Craig have a much greater minority make-up than do the smaller communities 
like Thorne Bay, Coffman Cove, Point Baker, etc.

The McDonald's in Ketchikan pays property taxes and the BurgerKing in Craig does not. What’s the racial implication of that? 
There is none of course but there is an inequity that needs to be fixed!

The population of the Ketchikan Gateway Borough and of Prince of Wales Island are about the same but Prince o f Wales 
communities have a huge disincentive to form a borough or tc combine with communities like Wrangell and Petersburg to form 
boroughs.

There's no racial issue in wanting every community to contribute to local governmental services. Communities that do not 
contribute come to see slate money the same way the state secs federal money; free no matter how wasteful the project might

• be. As Alaska dips into the CBR, the last thing we want is Alaskans supporting wasteful spending of state money but that’s 
exactly what happens in communities that have no property tax, especially if the school system is the largest employer in the 
community.

1 don't see much chance of a broad long-range fiscal plan until most Alaskans feel that everyone is treated equitably. We 
know we're all in the same boat but we need to know that everyone is rowing as hard as they can before anyone asks any of us to 
row harder. Thanks for your lime.

&
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"READ MY LIPS' RAISE PRODUCTION... NOT TAXES

Representative Fred Dyson,
Representative Mike Chenault,
Representative Hugh Fate,
Reoresentative Vic Kohring,
Representative Gretchen Guess,
Representative Reggie Joule 
>
Lady and Gentlemen:
>
My name is Maynard V. Tapp of Hawk Construction Consultants, Inc. I am 
also on
the Board of the Alaska Support Industry Alliance (The Alliance). I have over 
25 years experience in the oil and gas industry including construction of the 
TAPS line, international work, and over 15 years experience in Alaska.
>
We all agree that commercialization of Alaskan gas will be excellent for the 
State of Alaska, the United States, and the environment.
>
I think we can agree that the producers are in the ousiness to make money from 
their share of resources located here in Alaska. Gas commercialization must 
be able to make a reasonable return on this investment (some say as high as
Sl£
billion), I believe the producers are ready and willing to make the 
commitment. It makes good business sense.
>
Historically, the oil and gas industry has averaged about 4.5-6% net income 
from their investments. If all they wanted to do is make money they could 
invest in the stock market which averages about 14% per year since 1900. 
Thankfully, they recognize the importance of this resource (oil and gas) as a 
major contributor fueling the economy of Alaska, the USA and the world.
>
mhese companies make investments where years if not decades elapse prior to 
their gaining any return on their investment. The significant amounts of 
money
and effort involved in bringing a project of this magnitude to market is not. 
easily justified to those holding the purse strings. The last time a group 
attempted to put together this project was during the Carter 
Administration. 1
have been told up to $50 million was expended in that effort. Who 
reimbursed the
producers for that expenditure?
>
Currently a reported $75 million dollars is committed to study the feasibility 
of bringing gas to market.
>
By introducing a tax on the reserves on the North Slope of Alaska, we could 
destabilize a very sensitive calculation used to determine the viability of 
this project. It sends the wrong message to Alaska's partners, that we 
Alaskan's are so ready and willing to tax any thing that moves (or doesn't 
move).
>
Alaska's problem is its need to raise revenues to cover our state operating 
expenses. If we use President Reagan's and our current President Bush's 
models
for raising public revenues, it is NOT BY RAISING TAXES, Is there a way the 
Alaska Legislature can facilitate stimulating capital investment and thereby 
benefiting from the growth. The governors mantra of being "open and ready 
business", should guide our policies and public agenda.
>
We need to find ways tc encourage development not scare it away.
>
1. In the mid 1990‘s the State of Alaska commissioned a report by Dr. Pedro 
Van Meers (sp). In this report he felt that a Tax Holiday (property tax) 
would
help bring gas commercialization closer. WHY NOT FIND A TAX INCENTIVE RATHER
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"READ MY LIPS" RAISE PRODUCTION... NOT TAXES.

THAN A TAX DISINSENTIVE.
>
2. Does the State of Alaska have a proactive plan or organization in 
place to
encourage gas commercialization?
>
3. Have we "partnered" with the Federal and Local governments to determine 
the fastest way to bring this project online as soon as possible?
>
4. Is there an office of "one-stop shopping" for the producers to go to for 
applying, mitigating, resolving problems associated with the project?
v,
5. I personally have experienced a project in Alaska, where the Federal and 
State agencies had different agendas, and expectations. Has the state and 
federal government proactively addressed these issues?
All Alaskan's must work together to build an unbreakable foundation for our 
Oil
and Gas industry.
>
As stated by former President Bush "READ MY LIPS.... NO NEW TAXES" or, to coin a 
new phrase "RAISE PRODUCTION... NOT TAXES"
>
Thank-you for your time and consideration.
>
Sincerely,

Maynard V. Tapp - President
HAWK CONSTRUCTION CONSULTANTS, INC.
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March 28, 2001 

VIA FACSIMILE 

Dear Legislator:

Tlie Fiscal Policy Council of Al? .ka, Inc. is dedicated to promoting the state’s long-term fiscal 
certainty through research and providing objective information about Alaska’s finances. This has 
involved advancing Alaskans’ understanding of the state’s finances and the long-term 
implications of tlie choices our elected officials make—and don't make. We believe the states 
economic future rests on stable state spending and revenue policies.

To that end, we urge die Legislature to take action diis legislative session that will bring fiscal 
certainty a step closer. This includes support for the passage of:

1. House Bill 3 diat changes the percent of revenues deposited in the 
Permanent Fund;

2. GARVEE legislation (Senate Bill 128/House Bill 168) to utilize a new 
financing mechanism to build Alaska’s transportation infrastructure; and

3. HJR 15/SJR 13, llie constitutional amendment that will provide for 
permanent inflation proofing of the Permanent Fund.

We have attached additional comments on these three issues and stand ready to offer further 
comment as requested. The Council also believes it is critical that the availability of all fiscal 
tools be preserved until a long-range plan is put into place. It is also important that all proposals 
be evaluated by tire degree in which it sustains the real value of die state's financial assets. This is 
especially important because these financial assets will be the primary source of revenues for the 
foreseeable future. The standard used to make this evaluation is that the inflation-adjusted value 
of die state's financial assets (the Constitutional Budget Reserve, Permanent Fund, and general 
fund) must be at least as great in year 2 0 10  as today.

We urge prompt action of this legislation and look forward to working widi die Legislature as it 
faces the critical decisions that will chart die course of Alaska’s fiscal future.

P.O. Box 93050 * AnchotiW, Alaska 99509-3050 •  907 758-2331 # Fax 907 258-2332
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Fisca l P o lic y  C o ira c il o f  A laska, inc.
M arch 2 8 ,2 0 0 1
Page 2

Action urged this session on the following legislation:
H o u se  B i l l  3
An Act relating 10 deposits to the Alaska permanent fund from mineral lease rentals, royalties, royalty sale 
proceeds, net profit shares under AS 5S.05.180(f) and (g). jederal mineral revenue sharing payments 
received by the state fr om mineral leases, and bonuses received by the state from mineral leases, and 
limiting deposits from those sources to the 25 percent required under art. IX. sec. 15, Constitution o f  the 
State o f  Alaska; and providing for an effective date.

This legislation plays an important ro le  i ll addressing A laska ’ s fiscal gap. The b ill reduces the 50%  
contribution to the Permanent Fund, generously provided by the Legislature in better timc9, to 2 5% , which 
is required by the A laska Constitution. It also protects tlie 50%  contribution, which has taken place to date. 
It is important that this b ill be adopted now so that it w ill a lso cover future mineral leases associated with 
development o f  A laska ’s natural gas.

House B i ll 168/Senate B i l l 122
"An Act authorizing financing for certain public transportation projects; giving notice o f  and approving the 
entry into, and the issuance o f re\>enue obligations that provide participation in. lease-financing 
agreements for those transportation projects; and providing for an effective date."

The legislation authorizes S425 m illion in G A RVEE  bonds (Grant Anticipation Revenue Vehic les) to 
accelerate A laska ’s highway program. G A RVEE  bonds take advantage o f  a change in Federal law 
permitting Federal Highway funds to pay interest on state bonds fo r Federal highways. In addition, the 
state match can be funded with interest earnings from  bond proceeds elim inating the need fo r general fund 
appropriations. An authorization o f  Ga RV EE  bonds would speed up completion o f  v ita lly  needed 
highways and bridges and enhance economic development and public safety. Tlie bondB authorized w ill 
not be a state debt and accordingly, a vote o f  the people is not required.
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Fiscal Policy Council of Alaska. Inc.
March 28,2001 
Page 3

House Joint Resolution 15/Senate Joint Resolution 13
''Proposing amendments to the Constitution o f the Stale o f Alaska relating to inflation- proofing the 
permanent fund ."

Three shortcomings in the present management of the Peimancnl Fund could be overcome with simple 
technical changes in tlie state law covet ing the method for determining earnings available for distribution 
each year. These shortcomings are:

1. Conflicting Management Objectives. Management of tlie portfolio of tlie Fund to maximize 
long term earnings may come into conflict with the need to generate realized income to fund 
payment of the Dividend.

2. Unstable Flow of Income. Permanent Fund realized income, which becomes available for 
appropriation each year, might be unstable from year to year since it depends upon portfolio 
management decisions.

3. Uncertain Inflation Proofing. Since inflation proofing is paid out of fund income after the 
Dividend, there is no guarantee thnt enough money will be left over in any year to fully inflation 
proof the Fund.

These problems would be eliminated by con veiling from the current method of determining annual income 
to the method used by most large managed funds.

That method is to make available for distribution each year a fixed percentage—typically 5 percent—of the 
marker value of the fund averaged over a long interval—typically the last 5 years.

A fixed percentage distribution would free Permanent Fund managers from the need to cash out 
investments in order to fund the Dividend at a time wlten holding the investments would maximize long 
term fund earnings.

A fixed percentage distribution would stabilize the annual income available for distribution by severing its 
tie to the realized income of the Fund and by dampening its connection to fluctuations in the stock and 
bond markets. Tlie longer tlie time period over which the market value of the Fund is averaged, tlie greater 
the stability in the annual distribution.

A fixed percentage distribution would automatically inflation proof the Fund and guarantee its value over 
time. A fixed percentage distribution of 5 percent, used by many large funds, reflects tlie expectation that 
the fund can, over time, earn a real rate of return of 5 percent, ovoi and above inflation.

We believe the ‘‘5 x 5 Rule" will maximize the growth of the Permanent Fund, stabilize its annual earnings, 
and guarantee inflation proofing of its principle.



Rob Shoaf 
Chairman

As the leading advocate for business, the 
Alaska State Chamber of Commerce regards.the 
fonnulation and advocacy of its legislative program 
to be its most important activities of the year.

The State Chamber's legislative priorities are 
developed at the grassroots level. Each fall, we 
begin tlie process by contacting our 700 business 
members and the more than 35 local chambers of 
commerce around tlie state for tlieir list of legislative 
concerns and positions. In December, ASCC's 
Legislative Com m ittee, board members, 
representatives of local chambers of commerce, 
and business members meet to review and debate 
these position statements before presenting them 
to the full board of directors for final adoption. 
Leading the State Chamber's Legislative 
Committee this year is ASCC Chair-elect Hclvi 
Sandvik, President, NANA Development 
Corporation.

Alaska State Chamber President Pamela 
Lu Bolle spearheads our lobbying efforts and 
woiks in Juneau on behalf of the state's business 
community. The membership also holds a 
legislative forum in Juneau during the session. 
Business needs to be well represented in the 
legislative process, and it is ASCC's job to ensure 
that it is.

F i s c a l  P l a n n i n g
ASCC urges the Legislature and Administration to 

adopt and implement a unified long-range fiscal plan for 
the state. The plan should address a strategy to bring 
state spending in line with revenues; encourage and 
promote economic investment and business 
development; maintain the state’s infrastructure; 
implement a deferred maintenance plan for all 
state-owned facilities; and further establish performance 
measures for state services, in concert with results-based 
government.

The plan should implement a biennial state budget; 
privatize slate services which could be competitively 
provided by the private sector; promote development of 
new businesses that could competitively provide goods 
or services currently provided by the slate; and utilize a 
systematic funding mechanism, such as general 
obligation bonds, to meet the slate’s capital needs.

A l a s k a  N o r t h  S l o p e  G a s  

C o m m e r c i a l i z a t i o n
ASCC urges the Legislature and Administration to 

be receptive to all viable commercialization technologies 
to develop North Slope stranded gas resources.

Gas commercialization opportunities need to be 
adequately reviewed to identify the full range of benefits 
and risks to the state, its citizens and businesses, in an 
effort to encourage and foster the economical 
development of our natural gas resources in partnership 
with oil and gas producers and our Canadian neighbors. 
The review should specifically include an analysis that 
encourages producers to move forward with 
development of a gas line route that has substantial 
opportunity to benefit Alaskans from tlie standpoint of 
jobs, in-state gas use and value-added products.

O i l  a n d  G a s  E x p l o r a t i o n  a n d  

D e v e l o p m e n t  in  A N W R
While the Alaska State Chamber of Commerce is 

urging Congress and the President to pass legislation to 
open the Coastal Plain of the Arctic National Wildlife 
Refuge (ANWR) to oil and gas development, we also

urge the Legislature and the Administration to continue to 
support and actively participate in efforts tu open ANWR 
to environmentally responsible oil and gas development, 
which would greatly benefit the future economic well 
being of Alaska.

F u n d i n g  a n d  U t i l i z a t i o n  o f  R e s e a r c h  

f o r  R e s o u r c e  M a n a g e m e n t
ASCC is urging Congress to adequately fund and direct 

the NMFS and USF&WS to conduct the research 
necessary for management of resources, using good data 
and credible science which has been subjected to peer 
review to make the decisions needed to manage fish and 
wildlife resources in a manner to assure maximum 
sustainable use. The agencies should also be directed to 
work cooperatively with the Alaska Department of Fish 
and Game to complete the research and management.

A l a s k a n s  a s  L e a d e r s  in  T e c h n o l o g y  

a n d  S e r v i c e
ASCC urges the Legislature and the Administration 

to devise a strategy and implement a program to position 
Alaska as a world leader in the value-added business of 
providing the technology and services to develop natural 
resources. Tliis would be done by revitalizing and providing 
an aggressive state funded vocational education program 
that includes courses in natural resources and general 
technology; by funding the University ofAlaskaata level 
reflective ofa strong, stable statewide system that invests 
in its students, faculty, facilities and programs; and by 
developing incent i ves for companies that invest in Alaska 
projects to utilize Alaska businesses and personnel.

A lask a  S ta le  Cli: Mibcr o f  C o m m e rc e  H e a d q u a r te r s :
217 Second Street, Suite 201 

Juneau,AK 90801 
(907) 586-2323 ♦ Fax: (907)463-5515 

uscejuno@plialaska.net ♦ www.alaskachatnber.com
R eg io n a l  Office:

P.O. Box 91896 
Anchorage, AK 99509 

(907) 278-2722 ♦ Fax: (907) 278-6643 
asccunch@ptialaska.net
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http://www.alaskachatnber.com
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2 0 0 1  L e g i s l a t i v e  &  A d m i n i s t r a t i v e  P r i o r i t i e s

G e n e r a l  Issu es  

Access
• Encourage an increase in public lands available for resource development.
• Advocate for multiple-use o f public lands.
• Advocate ior increased access to and across public lands for resource development.
• Support actions to designate and settle historic RS 2477 rights-of-way across public 

• lands in Alaska.
• Continue to assert the state's rights on lands covered by navigable waters.

Fiscal Policy
• Encourage a responsible, long-range state fiscal plan.
• Support equitable and stable tax and royalties policies that stimulate resident job 
creation, capital investment and economic development in Alaska.
• Further efforts to privatize Alaska state government services.
• Support timely resolution o f the University of Alaska Land Bill.

Education
• Support initiatives to educate business leaders, government officials, students and the 
general public on responsible resource development activities in Alaska.
• Continue support for the Alaska Mineral and Energy Resource Education Fund 
(AMEREF).

S p e c i f i c  I s su es

Fisheries
® Support fisheries policies that improve access, markets and revenues for Alaska 
fishermen and a healthy competitive environment for an Alaskan seafood processing 
industry.
• Support reduced fisheries waste and better utilization of Alaska fishery resources, 
improved product value and development of new product forms.

Support fisheries policies that ensure access and revenues for Alaska’s fleet and coasts 
communities.
• Support industry and federal funding of fisheries and marine mammal research in the 
North Pacific.

mailto:resources@akrdc.org
http://www.6krdc.org


Forestry
• Advocate for a reliable and economical long-term federal and state timber supply.
• Support adequate funding and enforcement of the Alaska Forest Practices Act on public and private lands.
• Encourage funding of forest management initiatives and development of an action plan to address long-term 

forest health and reforestation.
• Encourage the Alaska Legislature, the Knowles administration and the Bush administration to work toward 

reversal of the federal roadless policy in the Tongass and Chugach National Forests.

Mining
• Support legislative and administrative initiatives to encourage new exploration and development o f the state's 

mineral deposits, as well as increased production from existing deposits.
• Advocate for expansion of the airborne geophysical mapping program.

Oil & Gas
• Support legislative and administrative initiatives to encourage new exploration and development o f the state's 

oil and gas deposits, as well as enhanced production from existing fields.
• Advocate for the continued use o f the area-wide leasing program.
• Encourage public, policy decisions which may improve the commercial viability o f developing Alaska's 

stranded natural gas resources.
• Educate and advocate for opening the coastal plain of the ANWR to oil and gas development.

Subsistence
• Urge the legislature to adopt a proposal placing a constitutional amendment before the voters to regain state 

management of Alaska’s fish and game resources.

Tourism
• Support increased access to tourism opportunities and improved visitor facilities throughout Alaska.
• Advocate for additional helicopter landing sites.

Infrastructure
• Support improvements, additions and modernization to the state's land, marine, and air transportation 

infrastructure.
• Focus federal and state transportation funds on community needs as documented in the regional "area" 

transportation plans.
• Support policies and timely and effective permitting for power generation and transmission projects.

Regulation/Permitting
• Advocate for clear, streamlined and equitable state and federal permitting systems based on sound science anc 

reasonable economics.
• Advocate for ? reasonable permit fee system that is uniform, predictable and equitably allocates costs related t 

permitting activity.

Cook Inlet Beluga Whale
• Support the co-management agreement between the National Marine Fisheries Service and the Cook Inlet 

Marine Mammal Council to promote the recovery of the Cook Inlet beluga whale population.
• Oppose a federal or state endangered listing for the Cook Inlet beluga \ hale.
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March 8 , 2001

Representative Brian Porter 
Speaker o f the House 
Alaska State Capitol 
Juneau, AK 99811

Dear Senator Halford:

The entire membership of the Alaska Municipal League (AML) and the Alaska Conference of 
Mayors (ACoM) unanimously supported the development o f a state long-range fiscal plan as 
their top legislative priority. Even though state revenue from oil is relatively high now, an old 
adage states, “The best time to fix a roof is when it is not raining.”

The purpose o f this letter is to offer support of municipalities to this effort. The overwhelming 
rejection o f the tax cap initiative encourages our position that Alaskans do want efficient services 
and stable public finances. The key factors in the defeat o f the tax cap initiative were:

a  The desire for local control; and

□ Credible solid facts about the pros and cons o f property tax cuts so citizens were able 
to make a reliable cost-benefit choice. A key factor in making the information credible was 
the broad grassroots and community involvement.

Using the model from the tax cap campaign, the AML Board o f Directors is discussing ways to 
help stimulate broad public discussion and deliberation with similar grassroots and community 
groups. We will be working with all parties to provide the public with the same kind o f clear 
information they received during the tax cap campaign. By creating a greater understanding and 
discussion at the grassroots level, we hope to support your efforts at the state level.

The AML and ACoM pledges to support other efforts you may propose and municipal leaders 
stand ready to help.

Sincerely,

Mayor Willie Thomas 
President AML

cc: Alaska House o f Representatives

UX.
"Mayor Sarah Palin 
President ACoM

Member of the National League o f Cities and the National Association o f Counties
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A ME R I C A N S  FOR TAX RE F ORM

State Representative Bill Hudson 
State Capitol, Room 108 
Juneau, AK 99801-1182

Dear State Representative Bill Hudson;

Americans for Tax Reform (ATR) has learned of efforts to raise taxes on hard-working 
Alaskans. Specifically at issue are excise taxes, this time on consumers o f distilled 
spirits, beer and wine. These taxes are regressive in nature, as the affect lovver-income 
wage-eamers more than high-income consumers. ATR will vigorously oppose any such 
efforts.

Alaskans currently enjoy a permanent fund in.excess of $28 billion (one of the largest 
investment funds in the world), and an annual check paid to every resident (who has lived 
in Alaska over one year) of $ 1,769.

The current budget proposal under consideration increases spending by $72 million, 
increasing funds for schools and social services. Any discussion of raising taxes at a time 
of increasing surpluses, already budgeted spending and an annual payout o f $1,769 is 
unfair.

Taxpayers are already struggling to meet the costs of taxation, paying more for taxes than 
food, clothing, and shelter combined. The recent economic slowdown is not a’ excuse 
for a money-hungry government to demand more from its taxpayers. Rather, tne state 
should be looking for ways tc reduce taxes, give more money to those who need it most, 
and allow them to spend it how they see fit while at the same time providing a boost to a 
sputtering economy.

1 urge you to oppose any efforts to raise taxes, and hope that you focus on ways to 
reduce them.

G R O .iR  G . N o r q u is t P r e s id e n t

March 19th, 2001

Sincerely,

Grover G. Norquist

1920 L Street NW • Suite 200 • Washington DC 20036 
Phone (202) 785-0266 • Fax (202) 785-0261 • www.atr.org

http://www.atr.org
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FROM: Michael and R ose Marie Citti 
4641 Edinburgh Drive 
Anchorage, Alaska 99515  
(907) 243-2990

Good Morning Representative Halcro:

Today at the federal level there is a great debate on how much of the American 

people’s  m oney should be returned to them.lt is not a question of should the American 

p eop le’s  m oney be returned to them but only how much and how soon .

Today in Juneau there is a proposal put forward by R epresentative Bill Hudson to take 

m oney from the citizens of Alaska to help sustain and perhaps expand state  

government. Far too often we have s e e n  citizens run for public office with lofty goa ls of 

doing the peop le’s  work only to s e e  them becom e servants to an ever growing 

government. The income tax proposal Is just one exam ple. W e will be required to cut 

our personal budget so  government can  sustain, what is in our opinion, a bloated  

budget. When will the exponents of expanded taxes stop and ask the people they 

claim to represent where they will cut their standard of living to support government. 

W hen the legislature is asked to slow  or cut the siz6  of governm ent, the citizens of 

Alaska hear great howls of grief from the legislature.

W e know w e will receive letters from m em bers of the legislature telling us how hard 

they work and what a chore it is to cut or slow the growth of governm ent. To th ose we 

say; * government Is the servant of the people not the other way around". Far too many 

citizens run for public office only to b ecom e enam ored with the power of governm ent 

and as a conseq u en ce will do all that can be done to continue that power. The power 

to tax is the power to destroy. W e urge this ill c o nceived proposal be put to death a s  

soon  as  possib le.

March 24, 2001

TO: Representative Andrew Halcro

CC: Members of the ALaska State Legislature

i n i MWS MVMMM/flMSH NOW IW.T.O l(K H 0
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Dan Keck
P O  B o x  938  S i t k a ,  A l a s k a  99835  ( 907 )  747-3908
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From : D an K eck  r ,
RE: B u d g e t  P r o p o sa l  WiL, , /

F o r  s e v e r a l  y e a r s  n o w  th e r e  h a s  b e e n  a n e e d  fo r  a b a la n c e d ,  lo n g  ra n g e ,  1 *' >
s u s t a in a b le  b u d g e t  fo r  th e  S ta te  o f  A la sk a . ^

A n u m b e r  o f  p r o p o s a ls  h a v e  c o m e  fo rw a rd ,  in i t i a t in g  m u c h  d is c u s s io n  
th r o u g h o u t  th e  S ta te .  H o w ev er ,  n o t h in g  h a s  b e e n  o f fe r e d  that s a t is f ie s  th e  
c o n c e r n s  o f  th e  c i t i z e n s  o f  Alaska.

H a v in g  s a id  th is ,  I s e e  no  w a y  w e  can  rea ch  a b a la n c e d  b u d g e t  in o u r  s ta te  
w ith o u t  u s in g  s o m e  o f  th e  e a r n in g s  f r o m  t h e  P e r m a n e n t  F u n d . I w ould  like  to  
o ffer  th e  fo l lo w in g  p r o p o sa l;  take 7.5% o f  th e  e a r n in g s  fro m  th e  P e r m a n e n t  F und  
and s h a r e  it 45% f o r  S ta te  an d  loca l  g o v e r n m e n t ,  a n d  55% fo r  th e  P e r m a n e n t  
Fund D iv id e n d  P r o g r a m . All e a r n in g s  a b o v e  7.5 % w o u ld  g o  b ack  in to  th e  
p r in c ip a l  o f  th e  P e r m a n e n t  F und  fo r  in f la t io n  p r o o f in g .

T h is  p ro p o sa l  is  b a sed  on th e s e  a s s u m p t io n s ;

%1. I h a v e  u s e d  10% to e s t im a te  th e  e a r n in g s  o f  th e  P e r m a n e n t  F u n d . B a sed  
on  p a s t  p e r fo r m a n c e ,  th is  is  a c o n s e r v a t iv e  e s t im a t e .

2 . 10% X $ 28 ,000 ,000,000 = $ 2 ,800 ,000 ,000.00 
7 .5% X  $ 28 ,000 ,000,000 -  $ 2 , 100 ,000 , 000,00

3 . 55% o f  $ 2 , 100 ,000,000 = $ 1, 155 , 000 , 000.00 
45% o f  $ 2 , 100,000,000 = $ 945 , 000 , 000.00

4 . U s in g  a t h e  fo l lo w in g  p o p u la t io n  e s t im a t e s  e a c h  c i t iz e n  w ould  r e c e iv e :
P o p u la t io n  650,000 D i v i d e n d  $ 1, 776.92
P o p u la t io n  660,000 D i v i d e n d  $ 1,750.00
P o p u la t io n  670,000 D i v i d e n d  $ 1 ,723.88
P o p u la t io n  680,000 D i v i d e n d  $ 1, 698.53
P o p u la t io n  690,000 D i v i d e n d  $ 1 , 673.91
P o p u la t io n  700,000 D iv id e n d  $ 1,650.00



T h e re  is n o th in g  m agical a b o u t  th e  n u m b e rs  I have used  in th is  p ro p o sa l, 
th e y  a re  th e re  to  show  how  th e  e a rn in g s  from  th e  P e rm a n e n t F u n d  can  b e  used  
to  s u p p o r t  o u r  g o v e rn m en t an d  fu n d  th e  D iv idend  P ro g ram .

4r
I hav e  u sed  1 0 % becau se  it  fa lls  in th e  m id d le  o f th e  p a s t p e rfo rm a n c e  o f 

th e  fu n d , w ith  a  low  o f 6% a n d  a h ig h  o f  1 8 %.

I f  th e  7-5% proves in su ff ic ie n t fo r  in fla tio n  p roofing , i t  w o u ld  need , to  be 
a d ju s te d  acco rd in g ly .'

I w ould , a lso , su g g est th a t  th e  C o n s titu tio n a l R eserve, R ain y  D ay A ccoun ts  
an d  a ll o th e r  p o ts  o f  m oney  be p u t in to  one  fu n d  to  b e  m an ag ed  by th e  
P e rm a n e n t F u n d  B oard and  th e  e a rn in g s  be  used  fo r  g o v e rn m e n t s u p p o r t .

I w ould  fu r th e r  su g g est th a t  i f  th e se  tw o p ro g ra m s  will n o t b a la n c e  th e  
b u d g e t, a tax  o r  co m b in a tio n  o f  ta x e s  b e  im p o sed  in a w ay to  le a s t b u rd e n  th e  tax  
p a y e rs  o f  A laska.

P lease  do no t h e s ita te  to  call m e i f  I m a y b e  o f a ss is tan ce .

^  r - -  -  1

- / W s  W i l l  . n o t  h i -  d U - e .  - t o  d & A - V i n ^ e .

f p  A M k L



Income Tax

Subject: Income Tax
Date: Tue, 10 Apr 2001 18:39:15 -0800 

From: Jana Varrati <janav@nook.net>
To: Representative@nook.net, Representative_Bill_Hudson@legis.state.ak.us

You probably don11 remember me from the old days when you were the 
commish at admin and helped us start the Council on Domestic 
Violence and Sexual Assault; nevertheless, I won't forget you! So, 
here I am in Nome, a fabulous, fun cicy still bothering you.

I want to thank you for having the courage to introduce the income 
tax bill this session. I believe people need to contribute to the 
state to help pay for services they receive, as much as possible. 
The elimination of the income and school taxes were two of the 
most foolish things the legislature did v/hen we had oodles of 
money. People need to have an investment in their state and in 
their communities so they feel they have a right to contact their 
legislators and council members, to testify at hearings and at 
teleconferences. We've had a major disconnect since eliminating 
those taxes. I wish you success. Please let me know if there's 
anything I can do to hexp move these two pieces of legislation.

I know you're doing everything possible to ensure that the 
Majority comes up with a "real" plan for the state; your bill goes 
a good way in making that happen. Hopefully, common sense rather 
than campaign coffers will rule.

Sincerely,

Jana Varrati

Representative Hudson,

I of I 4/12/01 2:56 PI\
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POM  fo r Representative Hudson p j

From: Mr. Eric W Tasker Telephone: 243-7245
7724 Arlene St

Anchorage, AK 99502 NON Constituent Registered Voter: V
Email:

Bill: HB 199 Title: INCOME TAX: INDIVIDUALS/TRUSTS/ESTATES 
Message:

I don't want the state to seek or receive any new or increased revenue that comes out of the pockets 
of the voting public. I do want a massive reduction in the size and cost of state government.

Entered in ANC on 4/05/01 POMID: 765 Distribution: 1

Main Menu . j Store All . j Store This One , j Prev POM _ | Next POM

M essag e  12 o u t  o f  1 4 .
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POM fo r Representative Hudson H

From: Mr. Jerry S Dixon Telephone: -
PO Box 1058

Seward, AK 99664 NON Constituent Registered Voter: V
Email:

Bill: HB 199 Title: INCOME TAX: INDIVIDUALS,'TRUSTS/ESTATES 
Message:

1 applaud your stand on the need for a state income tax. I paid Alaska State Income Tax from 1967 
to 1980 and did so willingly. We need new sources of revenue for schools and public safety. Thank 
you.

Entered in SEW on 4/05/01 POMID: 775 Distribution: 1
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Income Tax Bill

MAR % ? 200!
Subject: Income Tax Bill

Date: Fri, 23 Mar 2C01 16:56:36-0900 
From: Wolf <wolfholl@gci.net> 

To: Representative_Bill_Hudson@legis.state.ak.us

Dear Mr. Hudson:

I'd like to congratulate you on submitting your bill. The idea that we 
all must contribute towards paying for the services that we expect to 
get from the State, has gotten lost in the fat years of the past. We 
must get used to that responsibility again. Debating some form of 
taxation will eventually lead us there.
I applaud your initiative. I know it takes courage to do this in the 
current political and social climate. You've shown that courage. Keep it up!

Wolf Hollerbach, Fairbanks

of J 3/27/01 9:14 AN-
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A pril 12, 2001

TO: R ep re sen ta t iv e  A ndrew  Halcro

FRO M : M ichae l and Rose Marie Citti 
4641 E d in b u rg h  Drive 
A nchorage ,  Alaska 99515 
(907) 243-2990

G overnm ent exists by consent of the people lo serve the people. Governm ent has 
no inherent powers not granted by the people. It is the responsibility of every 
A m erican and Alaskan to be cynical and  critical of government, for w hen they stop, 
tyranny begins. We view our participation in governm ent to be our duty to those 
w ho died in defense of our liberties.

It is a p p a re n t  tha t o u r  letter op p o s in g  a s ta te  incom e tax has ruffled a few  feathers . 
S o m e  of the  legislative letters w e rece ived  reflected a v iew  that g o v e rn m e n t  m u s t  
c o n t in u e  !o exist and  grow  at the e x p en se  of the people. It is an  observab le  fact m os t 
e lec ted  rep resen ta t ive s  expect the p e o p le  they rep resen t  to cut-back o n  th e ir  
b u d g e ts /e x p e n s e s ,  to pay  for a g o v e rn m e n t  tha t is not willing to d o  the sam e.

F ar too  m a n y  m em bers  of the leg is la tu re  u se  fu n d in g  as a tool for re-election.
M o n ey  is p o w e r  and  politicians use  it well. If this is d o ub ted ,  just listen to  the  a d s  at 
e lec tion  tim e. It is sad  how  so m a n y  in  the  leg is la tu re  truly believe tha t g o v e rn m e n t  
is th e  on ly  answ er.  They believe th e  p e o p le  exist to serve the  g o v e rn m e n t  n o t  the  
o th e r  w a y  a round .

A n d re w ,  w e  apprec ia te  the open  a n d  c a n d id  d ia lo g  w e  have w ith  you. W e ag re e  tha t 
far too m a n y  m em bers  of the leg is la tu re  say  one  th ing  in public  yet d o  a n o th e r  in 
p r iva te .  Re-election seems to be the p r im e  goal o f  the m ajority of the leg is la tu re .

W e h av e  been  challenged  to su g g es t  cu ts  in  g o v e rn m e n t.  We seem  lo be b ru s h e d  
a s id e  as  not u n d e rs tan d in g  the b ig g e r  p ic ture . W e a re  constan tly  rem in d ed  th a t  the 
b u d g e t  is so big and  w e need to cu t so  m uch .

In s tead  o f  looking for places w h e re  w e  can f ind  100's of millions, w h y  no t  look  for 
100's of w ay  to save a million. We h a v e  p u t  to g e th e r  a sh o r t  list of p laces to  s ta r t .
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S U G G E S T E D  B U D G E T  C U T S  a n d  T R I M S

• Cut the pay and per-diem  of every member of the legislature and staff, Eliminate 
al! retirem ent benefits for all members of the legislature and staff. Elective office was 
never intended to be a career.

• Bring state salaries in line with private industry. If the state m ust establish a two 
tier salary systems to accomplish this do it. It is outrageous that governm ent 
employment pays substantially better in salary & benefits than m ost private sector 
jobs. If you expect people owning businesses and creating private sector jobs to fund 
government; then make the playing field of private vs public a lot more level.

• Andrew, we support your proposal to have all frequent flyer miles returned to the 
state for future travel. It's time that the government sought ways to reduce the cost 
of governing. Ask for contract air fares. Combine purchasing departm ents, get 
discount agreements on everything the government buys. Insist that governm ent 
staff buying anything, ask for governm ent pricing. We have been in business for 18 
years and we can count on one hand the num ber of times a state employee has 
asked us for a discount when m aking a purchase.

• Stop all subsidy of private industry, A business venture needing governm ent 
dollars, tax breaks, or other governm ent subsidy to start up or continue operation, is 
economically unstable and should not be supported. M atanuska Maid Dairy i6 a 
prime example, as is the Mark A ir hangar, grain elevators in  Valdez, barley project 
in the Interior and least we forget Alaska Seafood Institute. The risk in starting e 
business is huge. The governm ent subsides of private industry  rew ards failure.
There is on obvious reason banks w on 't loan these ventures m oney. The State 
should not be in the banking business,

• Eliminate funding for the special interest industries, visitor, logging, seafood, 
economic developm ent. They should pay for their own prom otion.

• The state has no business com peting with private enterprise on any level. Make 
public radio, television and the Alaska State Ferry System pay their own way.

• Cut back on travel by members of the legislature and state em ployees. Until we can 
get a handle on spending, stay at h o m e . The telecom m unications industry  has 
amazing ways to interact around the world without leaving hom e, use it.

• Realize once and for all that the money belongs to the people of the state of 
Alaska. When Juneau asks for m ore money from the citizens we m ust come up 
with places we can cut our budget to accommodate. Most A laskans are simply not 
convinced that the governm ent has done a very good job of cutting governm ent.

Page 2
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The entire governm ent process, the constituent, legislative representatives, support 
staff and governm ent departments must take on the responsibility to cut the cost of 
governm ent. Legislatures must toughen their resolve to have open and honest 
discussions. Your duty is not to defend governm ent at all costs. You are elected to 
make tough decisions. Scale back the role of governm ent, Do not try to be all things 
to all people. The citizens of Alaska want to be responsible. We do not want the 
governm ent in matters we can take care of ourselves.

We care far too much for this State to stop doing our duty as citizens. We are tired of 
hearing w h at can't be done. We want to hear w hat can be done. We have had 
enough excuses, we m ust have action.

Andrew, you are one of the few who understands what public service is all about, 
You listen w ith an open mind. You also think outside the box to find solutions.

Thank You.
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Eddie Grasser wrote:

1 hey this looks somewhat like the intent behind hb 199!

Updated 04-20-99: Early Retirement Policy for all current employees......
| >

>As a result of the reduction of money budgeted fordepartmentareas, we are forced to cut down on our 
number of personnel. Under this plan, older employees will be asked to go on
early retirement, thus permitting the retention of the younger people who lepresent our future. Therefore, 
a program to phase out older personnel by the end of the current fiscal year, via retirement, will be 

I placed into effect immediately.

>This program will be known as SLAP (Sever Late-Aged Personnel). Employees who are SLAPped will 
be given the opportunity to look for jobs outside the company. SLAPped employees can request a 
review of their employment records before actual retirement takes place. This phase of the program is 

I called SCREW (Survey of Capabilities of Retired Early Workers). All employees who have been 
SLAPped or SCREWed may file an appeal with the upper management.

i >
>This is called SHAFT (Study by Higher Authority Following Termination).
>
>Under the terms of the new policy, an employee may be SLAPped once, SCREWed twice, but may be 
SHAFTed as many times as the company deems appropriate.

! >
>If an employee follows the above procedures, he/she will be entitled to get HERPES (Half Earnings for 
Retired Personnel's Early Severance) or CLAP (Combined Lump sum Assistance Payment) unless 
he/she already has AIDS (Additional Income From Dependents or Spouse). As HERPES and CLAP are 
considered benefit plans, any employee who has received HERPES or CLAP will no longer be SLAPped 
or SCREWed by the company.

10/9/0! 2:30 Pr>
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Subject: A state income tax
Date: Tue, 20 Mar 2001 16:53:20-0900 

From: Robert Basler <baslerbb@alaska.net>
To: Representative_Bill_Hudson@legis.state.ak.us

Dear Representative Hudson,

I read today in the Anchorage Daily News about your proposed state 
income tax, in this article you propose that the people who work pay 
part of their earnings to the state for state programs. However you 
mention that there is a Budget Reserve available and we might draw it 
dry in a few years. May I suggest we don't draw the Budget Reserve down 
then. May I suggest we cut, cut, cut, government spending. Or possibly 
you could name one state run social program that has done me or my 
family any good at all.

I am sick and tired of you politicians trying to figure out ways to 
waste my hard eared money. I work to hard to have it spent on sick 
druggies and alcoholics, child abusers, schools that don't teach, 
schools that produce Bob Chrystals, etc., etc.

Please if you have time tell me how you want to spend my money.

Sincerely,
Robert W. Basler

( I a

3/20/01 5:31 Pf
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Subject: TAXES,Taxes, taxes and more taxes 
Date: Tue, 20 M ar 2001 13:31:05 -0900 

From: Bob Solberg <bsolberg@gci.com>
To: "'AK_Representative_Bil]_Hudson'" <Representative_Bi]]_Hudson@legis.state.ak.us> 

CC: '"AK Representative Scott Ogan'" <Representative_Scott_Ogan@legis.state.ak.us>, 
"'AK Senator Lyda Green'" <Senator_Lyda_Green@legis.state.ak.us>

NO MORE TAXES NO. . . .NO. . . .NO. . . .NO. . . .NO! ! ! !

STOP SPENDING MY MONEY!

3/20/01 1:41 Pf
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Subject: Income tax....
Date: Tue, 20 Mar 2001 15:37:46 -0900 

From : Mike Outterson <moutterson@gci.com> 
To: Representative_Bill_Hudson @legis.state.ak.us

Mr. Hudson, Please find other ways to raise money for the state before 
you suggest an income tax (or better yet...how about finding ways to 
SAVE money!!). We have enough taxes as it is without having the state 
taking more money from me. Your proposal punishes me for working hard 
and making a good wage!

Take money from the permanent fund first, that way everybody contributes 
equally.

Why should those of us who make the most pay the way for everybody 
else? We are the ones who use the state provided services the least!

A starting point might be moving the capital to Anchorage. Think of all 
the money the state would save in airfare and per diem costs since 
Anchorage has the largest number of representatives! Having a sales tax 
is another way to raise revenue. A sales tax would also take advantage 
of the tourist trade. Currently, they contribute nothing tax wise (not 
counting the various cruise ship taxes they are charged) to the state 
while enjoying it's amenities.

I must admit, an income tax like you proposed, will make me consider 
moving out of state. The cost of living up here is high enough. 
Additional money out of my pocket might be the straw that breaks the 
camels back.

Mike Outterson

1 o f ) 3/20/01 4:10 PA
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HB 199 YES!

Subject: HB199 YES!
Date: Tue, 20 Mar 2001 17:41:11 -0800 

From: Mary Griswold <mgri.@xyz.net>
To: Bill Hudson <Representative_Bill_Hudson@legis.state.ak.us>
CC: Representative_Eldon_Mulder@legis.state.us, Drew Scalzi <abll@xyz.net>

March 20, 2000

Dear Representative Hudson,

Thank you for introducing HB199 instituting a graduated state income 
tax. I believe an income tax is an integral component of a responsible 
long-range financial plan, which should also include a small state sales 
tax and use of a portion of permanent fund earnings without affecting 
the permanent fund dividend program. I strongly support POMV and 
believe it should be set at 5%.

I agree that grass roots support for a fiscal plan is important, 
especially when it includes the ugly T word. But I heard the same 
message last year: Let's talk now and act next year. I think it's time 
to act. I hope that next session will be productive.

Sincerely,

Mary Griswold 
P.O. Box 1417 
Homer, AK 99603

3/27/01 3:27 Pf\
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Slate Income Tax Bill

Subject: State Income Tax Bill
Date: Wed, 21 Mar 2001 16:48:25 -0900 

From: "Karen F. Miller" <kfmiller@gci.net>
To: "Senator_Randy_Phillips" <Senator_Randy_Phillips@legis.state.ak.us>, 

<Representative_Bill_Hudson@legis.state.ak.us>, 
<Representative_Fred_Dyson@legis.state.ak.us>,
<Representative_Pete_Kott@legis.state.ak.us>

Dear Rep. Bill Hudson:

We want to give you our full support for the income tax measure you have 
introduced. One of the reasons we voted against the measure that was on the
ballot last year is that it did not give an income tax option as part of the
solution to our long-term fiscal gap. I have talked to many people in my 
community and around the state that would like to see some form of income 
tax introduced.

At the time we eliminated the tax in our state we felt that it was a
mistake. A reduction would have been so much wiser. However, we cannot
look back and we need to reintroduce a reasonable tax plan now.

Karen & Clellis Miller 
10021 Crest View lane 
Eagle River, AK 99577 
907 694-2710

MAR % 6 200*

3/27/01 11:37 A
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/•..(Sterling AK, 99672 - 

if Email:

| BILL# : JS&)il;9.$vINCOME T A X ^ I N D ^
fe SUBJECT: .   ««*«.
I’ MESSAGE: j#ei; -don’ t need air; income^fe^'j^-'Gdyefnment' dbesh^fc?m^'iSSSjn

\DISTRIBUTION: 12

Jermey P Beshaw 
PO Box 586

Glennallen AK, 99588 - 

Email:
Non Constituent Opposes 
BILL#:
SUBJECT:
MESSAGE: I've an idea for you. Here it is, instead of rounding up 
unwilling towns and villages into your boroughs, why not just have the 
people pay a flat head tax of 50 to 100 dollars right to the school 
district offices. It's really for the future education of our kids. 
DISTRIBUTION: 60

/£$Mr. Eric W Tasker 
/£’ 7724 Arlene St

Anchorage AK, 99502 243-7245 

Email:
as titruent - Opposes

BILL# V 
SUBJECT:
MESSAGE: l^wijL;!absolutely .posit ively f or ever v vote -j
th e ,te lecE .go iK :pfe^af^3^yitra^fŝ 3 ¥ ^ o v ^ n ^ ^ o %-a tt^ p t-s^ ^:^3:w pfl^<8^ife 

o l p a i S i ^ ^
>DISTRIBUTION: 1

Mr. Martin P Branville 
1209 Wild Rose Ave

Fairbanks AK, 99701 456-3649

w.TSS*hEBk3iS? H IS S

Email:
Non Constituent Opposes 
BILL# : 0 M i  
SUBJECT:
MESSAGE: Beware of what you ask for, you may get it. Previously the 
state has privatized different areas of DOT, such as the bridge crew, 
cut costs and three years later had to put it back in house with DOT 
because of the contractors cost increases. Currrently DOT does their 
high coat and chip jobs in Fairbanks for approximately .55/sq ft. Most 
contractors doing the same job are charging $1.25/sq ft. By leaving 
these jobs within DOT you are getting more bang for the buck at these 
costs.
DISTRIBUTION: 60

to

Mrs. Laura L Saxe 
PO Box 1445
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BILL#:
SUBJECT: tffS&i&QN'
MESSAGE: fffel-the ,pebple of Alaska-Vare' the source of the 
our;:;will'.u6Myp'vall' natural' -resources ;are fo'r: the'.'maxifrrtf 
^epplp-^aifdvfcKfe'op^^ never- be surren;
sta.te,'iTi'ebme^ifax'v* 'a “C}fra¥tir̂ sr d ^  vthe
P^uirsa^d'^heii^speakiiig-pf rsin^e'fe'^cially . grefed. 
DISTRIBUTION: 60

overonieut,,,V;up.qn,,>
?EeneTM3r$e2«fg*-

Mr Morris M Matthews 
PO Box 870061

Wasilla AK, 99687 376-3724 
American Legion/VFW 
Email:
Non Constituent Supports
BILL# : 0 M P .  PIONEERS•' AND,;VETER^A;. HOME/ADVI SORY->b6 
SUBJECT:
MESSAGE: Please vote in favor of this bill. There is no reason not to. 
DISTRIBUTION: 41

Louis H Bairn 
648 W Daron Dr

Palmer AK, 99645 746-0383

Email:s*as0S8ffiSfiaBjBSŜ ĵ >-
"BILL# : / ^ W K B J C O M E  . TAX^-INPI^IDJU^S/TRUSTS/£S,TATEg /
SUBJECT:   - ... .
MESSAGE: ^^t'al'iSt’ate-- ofAiaska^ifefeired e m p l o y e e w h ^  
sai^v.C^at^wej-wpuld no,t;„bp;v.forced- -to -pay state income ;• tex^Howi^iB'J.ttiis- ''

DISTRIBUTION: 8

^'Roger Davis 
/■' 3 817 Bartlett St/ Homer AK, 99603 -

Email:

Jerry W Chernik 
950 E Bogard Rd #209

Wasilla AK, 99687 -

Email:
, . v

BILlL# : J30a7’199£;'INCOME. TAX: i .INDJT^DIJAIjS/TRUSTS./JESTATES 
SUBJECT:

: 1 0

M r . Sam V Kaser 
PO Box 451
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re f lee t̂ott'-'-.b f-rthe" ' in s a't labl &'

the^real^T^Of^ld •'■••■ Hud^ort'-'and' his' llic 
OTy^iio.

D IS T R IB U T IO N : 12

j&un, Thomas HBi'Wcted 
JP.O.^Box î'4'i

E^gle*-.RiverSl^£89577 694-9430

^ c ^ t! 'G o h ffti^ u ^ n ^ < ^ ^ e s.... 
BILL#:
SUBJECT:
MESSAGE:

\DISTRIBUTION: 60

Ms. Marlene M Luke 
1600 W 11th Ave #23

Anchorage AK, 99501 274-0361

Email:
Non Constituent 
BILL#:
SUBJECT:
MESSAGE: Is there anyone in the legislature who feels strongly enough 
about euthanasia or choice of death to bring a bill before the 
legislature or a vote before the people of the state of Alaska? 
DISTRIBUTION: 60

Mr. Clair A Sherman 
8731 Bell PI

Anchorage AK, 99507 344-8731 

Email:
Non Constituent 
BILL#:
SUBJECT: BOHOI^
MESSAGE: I am a voter and I agree with the excise tax on alcohol and 
wish to express my support to pass it.
DISTRIBUTION: 60

Mr. James E Preston 
PO Box 394

Homer AK, 99603 -

Email:
Non Constituent 
BILL#:
SUBJECT:
MESSAGE: Concerning the hate crimes bill recently introduced in the 
state Senate there are already existing laws and we shoud use them. We 
do not need more laws, we need enforcement of existing laws. 
DISTRIBUTION: 60

Mrs. Janice R Preston 
PO Box 394



John Kunik 
PO Box 81

Chitina AK, 99566 822-5515 
C.R.A.B.
Email:
Non Constituent Opposes 
BILL#:
SUBJECT:
MESSAGE: I oppose this bill because there is no economy to warrant a new 
bureaucracy. High unemployment and welfare numbers, unskilled labor 
force, and a 95% native population. The issue of subsistence hasn't been 
discussed! Plus we wouldn't be able to vote on this bill - illegal!! 
DISTRIBUTION: 58

John Kunik 
PO Box 81

Chitina AK, 99566 822-5515 
C.R.A.B.
Email:
Non Constituent Opposes 
BILL#:
SUBJECT:
MESSAGE: The state assessor stated it would cost more to implement 
government than a viable return. The actual amount of property in 
private hands is less than 1% in the Copper Basin. We pay the highest 
rates for gas, what few homes that have power, food, and no services. We 
haul water, no sewers.
DISTRIBUTION: 58

Ms. Walter L Anderson 
1203 W 43rd Ave

Anchorage AK, 99503 349-9641

Email:
Non Constituent Supports 
BILL#:
SUBJECT:%
MESSAGE: I support SB 105 that would provide legal representation for 
victims of crime.
DISTRIBUTION: 60

l

DISTRIBUTION: 60



income tax

Subject: income tax
Date: Tue, 3 Apr 2001 12:52:15 -0800 

From: "John D. Lundy" <jdl@gci.net>
To: <Representative_Beth_Kerttula@legis.state.ak.us>

CC: <Representative_Bill_Hudson@legis.state.ak.us>, 
<Representative_Al_Kookesh@legis.state.ak.us>, 
<Representative_Gary_Stevens@legis.state.ak.us>, 
<Representative_Drew_Scalzi@legis.state.ak.us>, 
<Representative_Ken_Lancaster@legis.state.ak.us>, 
<Representative_Mike_Chenault@legis.state.ak.us>, 
<Representative_Joe_Green@legis.state.ak.us>, 
<Representative_Norman_Rokeberg@legis.state.ak.us>, 
<Representative_Andrew_Halcro@legis.state.ak.us>, 
<Representative_Ethan_Berkowitz@legis.state.ak.us>, 
<Representative_Lisa_Murkowski@legis.state.ak.us>, 
<Representative_Eric_Croft@legis.state.ak.us>, 
<Representative_Lesil_McGuire@legis.state.ak.us>, 
<Representative_Kevin_Meyer@legis.state.ak.us>, 
<Representative_Brian_Porter@legis.state.ak.us>, 
<Representative_Sharon_Cissna@legis.state.ak.us>, 
<Representative_Harry_Crawford@legis.state.ak.us>, 
<Representative_Eldon_Mulder@legis.state.ak.us>, 
<Representative_Pete_Kott@legis.state.ak.us>, 
<Representative_Fred_Dyson@legis.state.ak.us>

I understand the legislature is once again considering the stupidity of re-instituting the state income tax.

I understand the need for a tax base.

1 understand that the income tax is the most expensive and least inclusive form of taxation available to the state.

The native population by and large do not pay federal income tax. By law, the federal income tax is a "voluntary" tax, if one 
never files one does not "volunteer" and hence does not have to file or pay this lax. A state lax that is fixed at some percentage 
(the figure I here of is 15%) of the federal tax paid will of course generate no income from this segment of the population.

Income tax collection will obviate the creation of an entire new bureaucracy...the state version of the infernal revenue service. 
How many thousands of new employees will have to be hired to suck up a major portion of the revenue generated?

A sales lax makes much more sense. It would be collected by city and/or borough governments and forwarded to the state. The 
state lax agency could consist of one person who adds up the checks and makes a deposit to the state fund once a month....the 
rest of the time this person could function in his/her regular capacity...i.e.: mail clerk, janitor...etc. A high school education and 
the ability to use a calculator would be sufficient training.

The sales tax would be levied equally....it would be un-avoidable....and il would gather funds from the tourists who flock to 
Alaska yearly and spend freely. The argument that these tourists would not come if they have lo pay a small sales tax is 
ludicrous. There are a very few places that do not have sales tax, however, most states have a tax over 5%. A state sales tax of 
5% would not be noticed by tourists as they are used to paying more and the citizenry would be taxed equally (th ere  is a new 
concept!!! Equal trea tm ent u nd er the law!!! There should  be a country som ew here in the w orld that em braces this 
co ncep t!!!)

Provision can be made to exempt food and medicines from this tax, and the time honored concept of income tax avoidance 
would not be in place in Alaska.

Thank you fo r your time in reading this missive...

APR  0 3 2001
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Fw: HB 225

Subject: Fw: HB 225
Date: Fri, 4 May 2001 11:00:28 -0800 

From: "Sioux Plummer" <twoplums@alaska.net>
To: <Representative_Bill_Hudson@legis.state.ak.us>

FYI
 Original Message.....
From: Sioux Plummer
To: Representative Bill Williams@leais.state.ak.us 
Cc: Representative Bill Hudson@ leais.state.ak.us 
Sent: Thursday, May 03, 2001 11:23 AM 
Subject: HB 225

Dear Rep. Williams,
Please move HB 225 from your committee today! It is imperative that leaders such as yourself have the courage to 
help mend the dire alcohol wounds in our state. This is just a small part of what needs to be done; please do what 
you can so the entire legislature has an opportunity to make HB 225 law.

I appreciate your consideration.

Sioux Plummer 
Juneau, Alaska 
364-2564

» .
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Opposition to HB 225

Subject: O pposition to HB 225
Date: Mon, 30 Apr 2001 18:36:03 -0800 

From: "Alaskan Brewing Co." <akbrew@alaska.com> 
To: <Representative_Bill_Hudson@legis.state.ak.us>

Dear Representative H udson :

I am going to be testifying on  HB 2 2 5  Tuesday May 1st, 2001 In the House Finance Comm ittee Meeting on which you sit. As I men'loned in you r 
office earlier this winter I support you r efforts to find a solution to ou r States Budget Deficit. However I believe to single out one industry lo 
shou lder an unreasonab le  tax increase is not a fair way to do It. All I know is Ihe beer side o f this Issue so  a llow  me to m ake its case , I a lso  know 
that HB 2 2 5  is allow ing tax re lie f to the small brewers. S o  let me first state my appreciation for the consideration granted to Ihe sm all brewers. 
Below Is the B rewers Guild o f A laska position statement In regards to Beer Taxes which sta tes well my thoughts on this issue.

The B rewers o f A laska app rec ia te  the relief exempting them from the additional taxes proposed in H B225 . However, we believe that raising 
taxes 3 0 0%  will hurt ou r hospita lity industry irrevocably. This tax will be paid by the citizens o f A laska, 9 8%  o f whom deal with alcoholic 
beverages responsib ly. A rea son ab le  tax rate increase (say 4 0%  which is high by any standards) would be appropriate if It were a part o f a fiscal 
plan to dea l with the budget deficit o f the State of Alaska. Alaska already has one o f the highest state excise tax rates in the nation, so this is not 
about getting back to a re a son ab le  la x  rate. W e are already reasonab ly high. Again the brewers o f A laska appreciate the tax re lief p roposed , 
however if your intention is to  hurt the consumers o f beer in A laska, then in clear consc ience we cannot support HB 225  wilh Ils 3 0 0%  increase on 
beer.

A laska a lready pays the highest state excise tax In Ihe northwest where A laskan distributes its beer. AK=S.35 per gallon, W A=$.26/gal,
OR=S.08/gal, ID=S.15/ga l, M T=$. 14/gal, WY=S.02/gal. A laska Is 10th highost in the nation a lready. But the political climate Is emotionally charged 
and while the beer Industry h a s been a leader In the national focus to improve the respons ib le  consumption of beer there still remains less 
than 2%  o f the population who m isuse what we make. Car manufactures do not pay taxes lo r the abuse o f their product, beef farm ers do not pay 
taxes for cho lestero l etc. But, b ee r brewers ALREADY pay taxes for what we make. My point here Is that we already pay a reasonab ly high tax 
rate.
Beer when consum ed respons ib ly  is a healthy part of our society. The responsible consum er o f a legal beverage is who will be paying this tax, 
if HB 225  was a part o f a  re a son ab le  fiscal package I would not be writing you. I pe rsona lly  think that a 4 0%  increase, phased In ove r 4 yea rs  
would be reasonab le . This app roach  would allow this tax increase to be absorbed without a shock and while this may seem  high by som e it 
a lso  will seem  low by others. I d o  not envy your position.

Third W orld Counties have Inflation rates that sometimes can be in the triple digits and we a ll shake ou r heads a l Ihe hardship that must create  for 
their businesses. P le ase  D o Not Let a 3 00%  increase hit Alaska's hospitality industry.

Thank you,

G eoff Larson
President, A laskan Brewing and Bottling Co.

h LV
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VOTE AGAINST HOUSE BILL 225

Subject: VOTE AGAINST HOUSE BILL 225 
Date: Fri, 27 Apr 2001 15:20:01 -0600 

From : Chris von Imhof <vonimhof@alyeskaresort.com>
O rganization: Alyeska Resort

To: Representative_Eldon_MuIder@legis.state.ak.us, 
Representative_Bill_Williams@legis.state.ak.us, 
Representative_Con_Bunde@legis.state.ak.ns, 
Representative_Richard_Foster@legis.state.ak.us, 
Representative_John_Harris@legis.state.ak.us, 
Representative_Bill_Hudson@legis.state.ak.us, 
Representative_Ken_Lancaster@legis.state.ak.us, 
Representative_Jim_Whitaker@legis.state.ak.us, 
Representative_Eric_Croft@legis.state.ak.us, 
Representative_John_Davies@legis.state.ak.us, 
Representative_Carl_Moses@ legis.state.ak.us

Dear Representative:

I am writing to you in response to House Bill 225 (the liquor tax 
issue) .

This bill is being sold as "only a $.10 per drink tax". In reality, it
is much more than that.

The tax increase being proposed is over a 350% increase over our current
tax. The new tax would place Alaska as having the highest alcohol tax
in the nation.

I feel that an increase of this magnitude is inappropriate. I 
acknowledge that the liquor tax has not been increased since 1983. My 
issue is not with an increase but with the amount of the increase. I 
feel that the industry should pay their fair share, but a 350% increase 
is not fair.

I urge you to vote against House Bill 225 the way it is written. This 
increase would be very detrimental to Alaska's hospitality industry.

Thank you for your consideration and support against House Bill 225.

Sincerely,
Chris von Imhof
Vice President and Managing Director 
ALYESKA RESORT
Alyeska Resort, Alyeska Ski Area and the Anchorage Golf Course 
907-754-2201

APR E 7 200!
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Excise (ax increase

Subject: Excise tax increase
Date: Thu, 26 Apr 2001 09:23:48 -0700 

From: "buddy4" <buddy4@alaska.net>
To: <Representative_Eldon_Mulder@legis.state.ak.us>, 

<Representative_Bill_Williams@]egis.state.ak.us>,
"Representative Con Bunde" <Representative_Con_Bunde@legis.state.ak.us>, 
<Representative_Richard_Foster@legis.state.ak.us>, 
<Representative_John_Harris@]egis.state.ak.us>,
<Representative_Bill_Hudson@legis.state.ak.ur>, 
<Representative_Jim_Whitaker@legis.state.ak.us>,
<Representative_Eric_Croft@legis.state.ak.us>,
<Representative_John_Davies@legis.state.ak.us>,
<Representative_Carl_Moses@legis.state.ak.us>,
<Representative_Ken_Lancaster@legis.state.ak.us>

APR % 6 200'.

All Representatives on the Finance Committee 
A ttention: Rep. M ulder and  Rep. Williams,

SCHEDULE A PUBLIC HEARING AS SOON AS POSSIBLE on HB225 the increase on the excise alcohol tax. You are not 
obligated to guarantee profits to the alcohol industry on the backs of my family's safety. A 10 cent increase of 300% amounts to 
9 cents. How can a legislator sleep at night knowing that alcohol is in the gene pool of Alaskans with FAS babies becoming 
incarcerated adults? And the young people of Alaska who start drinking before they are 14, will become dependent adults.
How about the family beatings on each other with children watching because of alcohol? These same people grow up to become 
violent adults and an expense on the system. The truth is. alcohol is Alaska's worst nightmare because it effects everyone. It is 
not an inebriate problem only but a problem of every working family, every responsible drinker who binges, every young person 
who drinks early in life, and every baby who deserves a chance to be boin healthy.

The Alcohol industry knows that it is time for an increase and that a layer of people will drink less because of it. IS THERE 
ANYTHING WRONG WITH DRINKING LESS? How much money is enough?

Robert Palmer 
Anchorage, Alaska 
345-6192

4/26/01 2:25 P\
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HB 225, HB 80, HB 179, HB12

Subject: HB 225, HB 80, HB 179, HB12 ~ \  . Q
Date: Wed, 25 Apr 2001 08:49:156 -0700 [ J ) t  I O

From: "buddy4" <buddy4@alaska.net>
To: "Representative Con Bunde" <Representative_Con_Bunde@legis.state.ak.us>, 

<Representative_Eldon_Mulder@legis.state.ak.us>, 
<Representative_Bill_Williams@legis.state.ak.us>, 
<Representative_Richard_Foster@]egis.state.ak.us>, 
<Representative_John_Harris@legis.state.ak.us>, 
<Representative_Bil]_Hudson@legis.state.ak.us>, 
<Representative_Ken_Lancaster@legis.state.ak.us>, 
<Representative_Jim_Whitaker@legis.state.ak.us>, 
<Representative_Eric_Croft@legis.state.ak.us>,
<Representative_John_Davies@legis.state.ak.us>,
<Representative_Carl_Moses@legis state.ak.us>

To all House Finance Committee members,

In front of the committee are the most Alaskan of all bills this session. Each one deals with alcohol and 
the most tragic effects to every one of your constituents. These are not Anchorage bills. With all the 
pressure to ignore the consequences and pay the public "bills" for the alcohol related problems, I am asking 
you to show integrity and vote to increase the alcohol excise tax, standardize hours of alcohol sales, 
establish accountability for young people who drink and lower the legal limit to drink and drive. All of 
these bills have the public support to pass.

If you look at other bills that deal with alcohol, they shift the burden of cost off the back* of the alcohol 
consumer and onto the backs of everyone else AND targets the person who already has a drinking 
problem. The bills listed above will do the opposite; they reduce the amount a person will drink, reduce 
the damage that results and lays the cost squarely on the shoulders of those who buy, sell, and drink 
alcohol. Is there anything wrong with drinking less?

I want something better for mv self and mv family and am willing to pay for it. Pass these bills this year!

Joan Diamond 
Anchorage, Alaska

APR 15 2001
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HB225

BOP y‘ r• •• • * t1
Subject: HB225

Date: Wed, 25 Apr 2001 12:25:45 EDT 
From: GoMntMike@aol.com

To: Representative_Eldon_Mulder@legis.state.ak.us, 
Representative_Bill_Williams@legis.state.ak.us, 
Representative_Con_Bunde@legis.state.ak.us, 
Representative_Richard_Foster@legis.state.ak.us, 
Representative_Bill_Hudson@legis.state.ak.us, 
Representative_Jim_Whitaker@legis.state.ak.us, 
Representative_John_Harris@legis.state.ak.us, 
Representative_Ken_Lancaster@legis.state.ak.us, 
Representative_Carl_Moses@legis.state.ak.us, Represeniative_Brian_Porter@legis.state.ak.us 

CC: BPGAlaska@aol.com, trust@ptialaska.net, kbruce@northvveststrategies.com

Dear House Finance Member:

The beverage/hospitality industry has shown its willingness to accept a 
reasonable increase in the wholesale tax on spirits, wine and beer, that 
would place us at the highest level for spirits in the nation, and within the 
top ten for beer and wine, but the 300% increase proposed by Representative 
Murkowski is quite simply punitive.

Although there is no question that there is a cost to society from the sale 
of alcohol, we should not overlook the importance that the sale of it plays 
in the viability of hundreds of small and large tourist-related businesses 
throughout the state, as well as the many contributions to our communities 
that it makes possible.

Though many of our social programs have been a waste of money, I support the 
Wellness Court concept, and feel that the industry should pay its fair share 
to the betterment of society. A 30% increase meets that criteria.

Thank you all for your hard work. Please be reasonable.

Sincerely,

Mike Gordon,
President, Jadon, Inc. dba Chilkoot Charlie's

I o f I 4/25/01 8:36 AN
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APR 2 4 2005
Subject: ^  lb'

Date: Tue, 24 Apr 2001 11:22:52 -0800 
From: "Fred" <Fred@rralaska.com>

To: <Representative_Eldon_Mulder@legis.state.ak.us>, 
<Representative_Bill_Williams@legis.state.ak.us>, 
<Representative_Con_Bunde@legis.state.ak.us>, 
<Representative_Richard_Foster@legis.state.ak.us>, 
<Representative_Bill_Hudson@legis.state.ak.us>, 
<Representative_Jim_Whitaker@legis.state.ak.us>, 
<Representative_John_Harris@legis.state.ak.us>, 
<Representative_Ken_Lancaster@legis.state.ak.us>, 
<Representative_Carl_Moses@legis.state.ak.us>

I oppose HB 225 because the increase is unjustified. The tax does not 
address
any problems associated with the consumption of alcohol. This proposed tax 
is
unwarranted and will result in substantial price increases to the consumer 
at
all levels.

Fred Rosenberg
Red Robin Alaska, Inc.
4450 Cordova Street, Suite 200 
Anchorage, AK 99503-7273 
(907) 563-7777 Fax (907) 561-2525 
email:Fred@rralaska.com
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House Bill 225

Subject: House Bill 225 ^ 7
Date: Mon, 23 Apr 2001 19:36:59 -0800 I

From: "bob / pat white" <fbnt@ptialaska.net> " T n t
To: <Representative_Bill_Hudson@legis.state.ak.us>

I am opposed to the imposition of the increadable taxes on alcohol that is proposed 
by this bill. Target disfunctional users instead, bob white

4/24/01 8:41 AM
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From: Verner Stillner Telephone: -
PO Box 211433

Auke Bay, AK 99821 Constituent Registered Voter: U
Email:

Bill: HB 225 Title: ALCOHOLIC BEVERAGE TAX 
Message:

I support this bill for public health, social cost, and fairness.There has been no tax increase since 
1983

Entered in JNU on 4/05/01 POMID: 714 Distribution: 3
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From: Ben Washburn Telephone: 790-8808
2710 Fritz Cove Road

Juneau, AK 99801 NON Constituent Registered Voter: U
Email:

Bill: HB 225 Title: ALCOHOLIC BEVERAGE TAX 
Message:

I am contacting to voice my support for HB 225.1 am highly in favor of an increased tax on alcohol. 
I am relatively fam iliar with alcohol consumption and related consequences and from a public 
health standpoint, literature suggests a significant correlation between positive outcomes and 
inreased alcohol tax. Thank you

Entered in JNU on 4/05/01 POMID: 718 Distribution: 18
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HB 225 - Increasing the alcoholic beverage tax rates

APR o % *

Subject: HB 225 - Increasing the alcoholic beverage tax rates 
Date: Sun, 1 Apr 2001 19:43:47-0800 

From: "Michele Czajkowski" <michelec@gci.net>
To: <Representative_John_Davies@legis.state.ak.us>, 

<Representative_Carl_Moses@legis.state.ak.us>,
<Representative_Eric_Croft@legis.state.ak.us>,
<Representative_Ken_Lancaster@legis.state.ak.us>,
<Representative_John_Harris@legis.state.ak.us>,
<Representative_Jim_Whitaker@legis.state.ak.us>,
<Representative_Bill_Hudson@legis.state.ak.us>,
<Representative_RichardJFoster@legis.state.ak.us>,
<Representative_Con_Bunde@legis.state.ak.us>,
<Representative_Bil]_Williams@legis.state.ak.us>,
<Representative_Eldon_Mulder@legis.state.ak.us>

CC: <Representative_Lisa_Murkovvski@legis.state.ak.us>

Dear Representative Mulder, Representative Williams, Representative Bunde and Members of the Finance Committee:

1 am writing to ask you to support HB 225, "an act relating to municipal taxation of alcoholic beverages and increasing the 
alcoholic beverage tax rates." HB 225 recommends a very modest increase to an alcohol tax that has not seen one penny of an 
increase since 1983. This tax increase is very reasonable.

What is not reasonable is to continue to ignore the cost of alcohol to this community and other communities statewide. Because 
the cost is, indeed, severe. In Anchorage alone, 55% of all motor vehicles crash fatalities, 100% of fire fatalities, 60% of fire 
injuries, 50% of assaults, 59% of all domestic violence, 55% of sexual assaults, and 48% of all homicides are alcohol-related 
(ref. MOA's Healthy Anchorage Indicators Report, 1998). Statewide, the annual cost of alcohol abuse in Alaska is $246 million 
yet a mere $12.7 million is collected under Alaska's current state alcohol tax.

1 applaud Representative Murkowski for introducing this legislation and I hope it passes with overwhelming support.

Respectfully,
Michele Czajkowski 
3930 East 66th Avenue 
Anchorage, AK 99507 
phone: 907-522-3479
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MESSAGE: Get the gas line within the state. Don't be subject to Canada. 
Keep our gas within our jurisdiction.
DISTRIBUTION: 35

M s . Claude E Swaim 
2221 Eagan Ave Box 113

Fairbanks AK, 99701 479-6756

Email:
Non Constituent Opposes

MESSAGE: My wife and I honor Dr. Wood, but we don't favor naming the 
airport after him. It is should remain the Fairbanks International 
Airport. Other pioneers we talk with feel the same way.
DISTRIBUTION: 60

M-s. Claude E Swaim 
2221 Eagan Ave Box 113

Fairbanks AK, 99701 479-6756

Email:
Non Constituent 
BILL#:
SUBJECT:
MESSAGE: My wife and I are in favor of increasing the alcohol tax. 
DISTRIBUTION: 60

Ms. Marilyn E Connor 
1001 Boyd

Anchorage AK, 99501 277-0270 

Email:
Non Constituent 
BILL# : «•-
SUBJECT: DISABILITIES*
MESSAGE: I urge you to please support the $750,000 capital budget for 
system reform and the$700,000 for the infant learning program. Thank you 
very much.
DISTRIBUTION: 21

y^P-4

Pastor ,REseruction Luthern Church

BILL#:SUBJECT:fc^ECOHOL

DISTRIBUTION: 60
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Email:
Non Constituent Supports
BILL# : flOS24.7J5;--’APPROB,;.?'POWER^QJEC.?’S
SUBJECT: sws— «
MESSAGE: I support the full funding of the Power Creek Hydroelectric 
Project to lower power costs for the city of Cordova to help maintain 
its economic viability 
DISTRIBUTION: 60

Mr. Richard C Demello JR 
1070 Biscayne Dr

Kenai AK, 99611 283-9502

Email:
Non Constituent 
BILL#:
SUBJECT: $£$^iV^TCt'ES
MESSAGE: I believe that the DMV is not being responsive to the needs of 
the people. I believe that they should not be out to make money. 
Specifically, I paid a fee of 15.00 for my son's drivers test. We rented 
a car and he arrived on time. He was denied the test. His parents who 
were at work were not there and his adult sister did noc qualify. I did 
not receive the fee back. Personnel did not listen to my concern. Their 
attitude would be the biggest problem that needs correcting. 
DISTRIBUTION: 60

Mr Oscar R DelPino 
PO Box 1634

Cordova AK, 99574 -

Email: odelpino@ptialaska.net

MESSAGE: I support the full funding of the Power Creek Hydroelectric 
Project to lower power costs for the city of Cordova to help maintain 
its economic viability 
DISTRIBUTION: 60

Non Constituent 
BILL#:
SUBJECT:

Supports

Mr Thomas C Cooper 
PO Box 1286

Cordova AK, 99574 -

Email:
Non Constituent Supports

MESSAGE: I support the full funding of the Power Creek Hydroelectric 
Project to lower power costs for the city of Cordova to help maintain 
its economic viability 
DISTRIBUTION: 60
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Email:

MAR 3 0 200

SUBJECT: jteCQHQlT 
MESSAGE:

DISTRIBUTION: 60

Ms Sarah E Czech 
PO Box 10242

Fairbanks AK, 99710 452-3696 

Email:
Non Constituent Supports 
BILL#:
SUBJECT:
MESSAGE: I WOULD LIKE TO SEE HB 160 GO THROUGH. I THINK THAT IF YOU HAVE 
TO REPORT A LIVE BIRTH OR DEATH, YOU SHOULD ALSO HAVE TO REPORT EACH 
ABORTION PERFORMED.
DISTRIBUTION: 40

Mr. James J Hessler 
PO Box 1541

Homer AK, 99603 235-7701 

Email:
Non Constituent Amend
b i l l# :
SUBJECT:
MESSAGE: Please pledge your support of $700,000 for infant learning 
programs and $750,000 for DD Systems Reform. I feel that having a wait 
list for infants with disabilities is wrong and should be addressed by 
Governor Knowles' budget request.
DISTRIBUTION: 60

Ms. Susan L Yanish 
508 Monroe St

Fairbanks AK, 99701 456-2488 

Email:
Non Constituent Supports 
BILL# :
SUBJECT:
MESSAGE: I strongly support HB 160. All other physicians in Alaska must 
provide statistics of their medical practice. In 48 of the other 49 
states, abortion providers must provide statistics of their abortion 
practices. Physicain accountability is a crucial element in keeping up 
the standards of national medical care and health. It is important for 
all Alaskan medical providers to participate in providing statistics of
r h p i  r  r > T r * r , t’  *i P P S  T h o  n s c c a r r o  r\f M R  1 £  n  m r t n r o o  u p  f n i . i a r r l p  f-V i-Jc-*



K<t S / L . C , ,

( ftfirfi6r<r/Ftr<sr yocr/* /A/rrtobvc.r/o*' ot=

/ f f  (qorwoett sty //*<**•//rtfms*
/ s  * * * *  /?  < s rr tt'c T V # a ^

■ W tf [ / c f  <Sg 7~ T o  <S O A t&  t o  & # /& S  < * r /T * f  

SjA tfr / f / p i T s r  Sosf& S o f / f / 'O O S

M b  0 G i;< < rcr/i/< £ ‘ * /< */& c r /? /? r /c /*  aA r &  a s

I t j iz & s ic r  /

/ S fO c /G tfT  jr o c /  r t / 6 / * r  £ &  /A rT & rt& tST irA

/rs r * /^  /r !s  /?/v <gx<o*r/x/°r rs*<*

/r f< r& S /? a < f a / z  ? s f&

To T/Y& tf T c T /v  T dr<&*syff jL&<£S'SA/}7'tr&’
/\ °

f i t t c r + f f i A y  —  t//)A tO /} *  k  * < T  / 9 Y <  

f fd T d Z /? /? < £ * ,

-  A . £  • W  {

23

How Should llcvcnuc lie Secured?
Wo now conic lo llic difficult and, shall 1  say painful— or 

perhaps not loo painful— question of how we are going to raise 
the money. This is a really vital question of continuing, con­
stant and perm anent im portance to the life of the Territory. 
Four years ago, following some excellent studies that had been 
made on the Alaska lax structure— studies hy com petent and 
qualified experts, studies which give us really all the informa­
tion we need and which are available to any m em ber of the 
Legislature— the studies by Mr. Frederick Lusk of the U. S. 
Treasury D epartm ent and the two studies issued by lle tlie  and 
Fcgues, under the auspices of the Alaska Planning Council, a 
com plete revamping of our lax structure was proposed.

Need of a New Tax Structure

It was clearly the view of these analys's, and  il was mine, 
that our tax structure was a dchwork that bore no relation 
either lo the financial capacity of the Territory, lo its needs, or 
to its possible fluctuations in income. It is not my intention to 
rehearse the whole subject here in great detail. Those interested 
will find it in my 1941 Message lo the Legislature. It was not, 
and was never designed lo be, a burdensom e program. It advo­
cated the abolition of virtually all existing Territorial taxes, the 
elimination of Federal taxes paid in the Territory by crediting 
them against the new taxes, and the substitution therefor of 
three relatively simple taxes— a personal income lax, a corporate 
income tax and a properly tax. All were to be light. Tho prop­
erty lax was designed to equalize the existing unfairness of 
having Alaskans who live in the incorporated towns pay prop­
erly taxes, while those just outside, a num ber steadily increas­
ing, do not. It would not have added one cent or property tax­
ation lo those living in towns, and il would have borne lightly 
on those outside, since the O rganic Aet establishes a maximum 
of one percent; and moreover, as drawn, personal properly, 
such as furnishings, household goods, was to be excluded from 
the new taxation.

Income Tax
As for the income tax, wilh m oderate rates, it would have 

been the fairest tax of all, and still is, reaching everybody, but 
in relation to ability to pay. Hut fully as im portant as this should
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bo provisions going lo the heart of our most fundam ental Terri­
torial problem. That problem  is to prevent, or at least to dim in­
ish, Ihe constant drain, or removal, from tho Territory of its 
natural wealth, either in the form of m aterials or wages, w ith­
out leaving any modest equivalent behind. Any tax bill should, 
as far as possible, bo accom panied by provisions aiming also 
at taxing the income of non-resident companies and non-resi­
dent individuals earning income in the Territory. We should 
aim to secure revenue properly due from the absentee corpora­
tions as well as the thousands of non-resident fishermen, cannery 
workers, placer miners and others who come to the Territory 
for a few weeks or a few months to benefit from the high 
wages received, and then go outside, leaving nothing here. In 
the case of thousands of these non-resident cannery workers, we 
know that even today, they do not even receive their pay in 
Alaska, but get it when they, return  to Seattle. Tho Territory 
gets nothing from them. The Territorial economy gets next to 
nothing from them. Until this, and some other forms of absen­
teeism, are corrected, or at least modified, it will be difficult to 
answer the question of how to .b u ild  up the population of 
Alaska.

I may ask at this point, ami it is pertinent to the discussion: 
"W hat reason is there for any worker in these seasonal indus­
tries to live in Alaska?” Of course, I can answer that question 
in part by saying that many people love Alaska, that it is prob­
ably the most beautiful part of our America, that its freedom, 
ils abundance, ils friendly people provide an emotional appeal 
that is a sufficient answer lo some, bu t, to many others, these 
factors do not make an appeal, or al least not a sufficient ap­
peal, and certainly little in the way of nourishm ent. The Alas­
kan, who is a fisherman, a cannery worker or a placer miner, 
gets his pay for an entire year during a few weeks or months 
in the working season. If he stays here, lie is subject during the 
balance and greater part of the year, not merely lo unemploy­
ment (I am, of course, speaking of non-war periods), but is 
subject also to the substantially higher living costs which pre­
vail here. The seasonal worker from down below, on the other 
hand, gets the same wages. In some industries,'such  as the 
canneries, he gets his round-trip transportation paid and then, 
having harvested his season’s wages in Alaska, he goes back
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“outside," both lo secure another job in the fall, w inter and 
spring, and in any event to enjoy, during the larger balance of 
the year, a lower cost of living. L et us face the fact that from 
an economic standpoint, from a practical standpoint, from a 
dollar and cents standpoint— and these standpoints, after all, 
motivate more people than any other standpoint— there is today 
no advantage, but great disadvantage, for a large part of our 
people to live in Alaska permanently. Here lies a part of the 
answer, at least, of why Alaska’s population has not grown 
more. It’s not the only factor, but it is certainly an important 
one. It is a part of our basic problem which we should endeavor 
to correct.

There are various ways to m eet this problem. Extending 
tax differentials, such as now exist between the cost of the 
resident and nonresident commercial fisherman's license, and 
between the resident and nonresident hunting license, is one 
approach. Creating opportunities in private industry for all 
year ’round employment— an im portant part of the proposed 
Development Agency’s job— is another. Raising the standard 
of life in Alaska with belter housing, improved health services, 
broader educational opportunities, more recreational facilities 
for (he children; legislation extending various aspects of social 
and economic security, such as recommended earlier in this 
message— all these would lend to create more perm anent resi­
dents of Alaska. Hot to return to the subject of taxation.

Now, had wo adopted this tax program proposed four 
years ago, wc would have no financial problem today. Not 
only would we have plenty of money in the treasury for our 
present and post-war needs, but we could actually reduce such 
tax rates as we had established four years ago. In the past four 
years hundreds of millions of dollars have been extended in 
the Territory by private contractors on defense jobs. Since they 
were all operating on a cost-plus-fixed-fee basis, it is not even 
certain whether these companies would have had to pay the 
taxes themselves or whether they would not have been passed 
on to Uncle Sam.

In any event the Territory would have gotten the money. 
Think of the millions of dollars that were expended in the T er­
ritory for Defense workers’ wages on these projects. Think of 
the tens of thousands of men, accustomed to a pre-war wage ul



2(i
six, seven, eight dollars a day, who were getting sixteen, eigli- 
leen and Iwenty dollars a day. Do yon think that the man earn ­
ing twenty dollars a day would have missed the two percent, 
the forty cents, that it was proposed to w ithdraw  from his pay 
envelope as a Territorial tax? Of course not! Hut what this 
would have m eant to the Territorial Treasury in the aggregate 
it is now somewhat depressing to contem plate. Think of the 
fortunes that w ere m ade hy many Territorial merchants in 
these honan/a years. One business man of one interior town told 
me two years ago that he had made more money in the p re­
ceding two years of his business than in the previous 27, but 
under the small license fee which, under the existing system, 
he was required Only to pay, the T erritory  got nothing of all 
this. 1 1  is case is typical.

Well, that's past now and there is no use deploring it, but 
il may serve lo guide ns in (he future. No one enjoys paying 
taxes, and, believe it or not, I do not enjoy proposing a tax 
program. Hut w ouldn't it be well to have one that will rid us 
of the gross inequalities which now exist, wherein some persons 
and groups pay modern ely and some not al all? W hat sense 
is there in a tax system under which our transportation com­
panies pay nothing to the Territorial Treasury? We have, for 
instance, three steamship companies, all of which bear a name 
that indicates that they are in the Alaska trade. They have one 
port outside of Alaska and numerous ports within Alaska. Their 
entire business is derived from Alaska. T he regulation of their 
rales, the character of their accommodations— all these are b e ­
yond the control of any Alaska authorities. Hut certainly Alaska 
could, if il would, secure a reasonable, slight part of their profits 
when profits are made. The same is true of the growing and 
potentially tremendous air transport industry. We have a bus­
line traffic developing in the interior. Is there any particular 
reason why these transportation agencies should not contribute 
to the support of the government which supplies them wilh 
many facilities and m aintenance at public expense?

We shall have a substantial construction industry when 
the war ends. Is il likewise to be immune from taxation?

Of course whenever a tax program is proposed, its oppon­
ents say: “Now is not the time." Four years ago, the argum ent 
was advanced that we were going into an emergency and we
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would shortly be paying high Federal taxes. So then "was not 
the time"— although, in fact, it was the greatest of all limes. 
Tw o years ago the argum ent was that we were paying high 
Federal taxes, and again we heard, "now is not the time," al­
though we still had millions of dollars in defense contracts’flow­
ing into the Territory. Sooner or later we will discover that the 
argum ent is always that now is never a good lime to put 
through a tax reform program.

However, 1  will grant that this year is not nearly as good a 
time as four years ago or two years ago. Some defense work is 
still going on, although of course it is tapering off. And surely 
we all appreciate that we are now paying high Federal income 
taxes, that many Alaskans, like olher Americans, are now paying 
Federal taxes who never paid them before. Hut 1 still contend 
that the problem is wilh us and will continue to be with us 
until we settle it right, and that every postponement makes it 
more difficult. One of the weaknesses of our tax structure, as I 
pointed out four years ago, is that we have most of our eggs in 
just two baskets— canned salmon and gold— and that if any­
thing happened to either, the financial position of the Territory 
would be seriously impaired. Well, it has happened here. Wc. 
need more diversification of Territorial income, and we need 
a broader base.

One oilier aspect of tax legislation which I think was made 
clear four years ago and which I need to repeat: drawing up an 
income tax and, to a lesser degree, a property tax, is a highly 
complex, technical job. It requires an expert. It requires a sp e­
cialist long trained in tin's particular type of work, who has 
followed the gradual development, during the last generation, 
of new tax methods, who understands the many pitfalls and 
jokers which experience lias brought to light. Very few people 
possess those qualifications. It is a fact that if this body— all 
forty members— rose lo a man and shouted: "W e waul an 
income taxi" (I don’t expect this lo happen, but 1 am merely 
using this for purposes of illustration), in other words if all 
declared their desire and purpose for such a tax, it could not 
be drawn here by anyone in the Territory and approved within 
sixty days. This is not a peculiarity of Alaska. Every state legis­
lature hires its tax experts when tax legislation is on Ihe docket. 
So, four years ago, in anticipation of this technical problem.



I .secured llie services of u very excellent man who, for the p re­
ceding twelve years, had not only draw n up all the tax legisla­
tion for the W ashington Stale Legislature, but had presented it 
to the appropriate committees of that Legislature and worked 
wilh ils legislators to produce the acts which are now on that 
Stale’s statute books. Four years ago I was able lo gel his serv­
ices paid for by a non-profit agency interested in public adm in­
istration, the Public Administration Clearing House.

After consulting with a few m embers of the Legislature, 
I have again secured, for a limited period, the services of tho 
same man, Mr. Alfred llarseh , although this lime the Public 
Administration Clearing House is paying only a part of his 
expenses, l ie  has m ade a draft of a bill for your consideration, 
lie  will couie up from Seattle and explain il and discuss it 
wilh the mem bership of the Legislature whenever they desire.
1 think I have already made plain that t have done this only 
because 1 deem ed it a desirable service to Ihe Legislature, and, 
obviously, making il possible for the Legislature to have avail­
able a well-drawn and authoritative income lax bill, with som e­
one who can answ er questions and discuss proposed modifica­
tions, does not imply any obligation on the Legislature's part to 
accept this bill. It will be presented for your consideration. This 
proposed bill differs from the bill of four years ago in several 
respects, although in principle it is not far different, and w hat­
ever its suggested rales, should the Legislature decide that il 
wishes lo adopt an income tax bill, those rales can be modified 
of course. This bill follows closely the new Federal procedure, 
having as large an element as is possible of pay-as-you-go and 
being accompanied by tables which make it clear what each 
tax payer is likely lo pay. As now draw n, the rales have been 
fixed at a small fraction of the Federal rate. It is likewise pro­
posed, in which respect the draft differs from the first draft 
presented lour years ago, to credit the Federal salmon pack 
taxes against the income lax.

I will go no further into the subject of this general tax 
program except to say that there are plenty of olher ways of 
raising money, but I, for one, retain my strong opposition to a 
sales lax, which would be particularly unjustified in Ihe T erri­
tory, would add to its existing high costs of living and would
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be escaped largely by the seasonal visitors, falling instead on 
the all-year-round Alaskan resident.

One final word concerning the income tax bill. 1 have 
spoken of the difficulty inherent in even getting such a bill 
drafted. A similar difficulty confronts the question of getting 
it adopted even if we assume, for the sake of argum ent, that a 
majority desires such a bill. For experience has shown— the ex­
perience which it really required  the Federal government a 
generation lo obtain, and the benefit of which experience we 
now have— that il must, lo be a sound bill, be a long bill. Many 
of ils provisions are bound lo be somewhat technical and com­
plex. Those provisions are necessary for the soundness of the 
bill, for the protection of the entire com m unity that adopts il, 
and lo make it an effective instrum ent. So I venture lo suggest 
that it be understood in advance that this bill is of necessity, 
long, intricate, and that its study— the kind of study that il 
m erits— requires time and patience, (liven our sixty-day lim ita­
tion no bill would be easier lo defeat, if its defeat is desired, 
by the tactics that go under the general head of "filibustering."
1 hope that w hatever the action of the Legislature may be, it 
will be based on considerations of general policy.



_ FRPN : BYERS SOLDOTNA RK-899669-CaPY-> FAX NO. : 907-262-0474 Feb. 12 2002 03:24PM P4

PAGE #2

I  w o u ld  n o t  h a v e  b e e n  a b l e  t o  e x p e r i e n c e ,  f i r s t  h a n d  t h e  b e a u t y  
o f  M ia m i ,  F l o r i d a .  O ne o f  my f o n d e s t  m e m o r i e s ,  t h a n k s  t o  y o u  
a n d  L u c y ,  o n c e  a g a i n ,  t h a n k  y o u ,  v e r y  m u c h .

How a r e  y o u  L u c y  a n d  f a m i l y ,  d o i n g ?  T h r o u g h  t h e  y e a r s ,  I  h a v e  
l o s t  t o u c h  w i t h  y o u ,  h o w e v e r  I  h a v e  n o t  f o r g o t t e n  y o u  a n d  L u c y .

My S i n c e r e s t ,  T h a n k  Y o u , S i r :  F o r  a l l o w i n g  m e t h e  h o n o r  a n d
p r i v i l e g e  t o  p a r t i c i p a t e  i n  A l a s k a  S t a t e ,  C o m m u n ity  p r o c e s s e s .

• v « oOJC vJfc)5>
S o l d o t n a ,  A l a s k a
# 9 9 6 6 9 - 0 8 6 5
PHONE: 9 0 7 - 2 6 2 - 6 1 8 8

&VOF- Y f& 'S ,
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MOST BOflOSABLB, M S. V IL L IA M  HUDSON:
HOUSE O F B EPBK SEH TA TIV ES
B o x  V ,
J u n e a u ,  A l a s k a  
# 9 9 8 1 1

R E : HB 1 9 9  -  INCOME TA X : IV D IV ID U A L /T H U 8 T S /E S T A T B S .

T h a n k  y o u  v e r y  m u c h  f o r  y o u r  T im e ,  S e r v i c e  a n d  H e l p ,  t o  t h e  
C i t i z e n s ,  o f  t b e  G r e a t  S t a t e  o f  A l a s k a ,  Y o u r  e f f o r t s  a r e  g r e a t l y  
a p p r e c i a t e d .  A nd  a l s o ,  f o r  y o u r  s e r v i c e  i n  t h e  U n i t e d  S t a t e s  
C o a s t  G u a r d .

I  u n d e r s t a n d  t h e  n e e d  f o r  t a x ’ s ,  t o  p a y  f o r  G o v e r n m e n t  S e r v i c e s  
f o r  a l l  c i t i z e n s .  I  d o  n o t  k n o w  o f  m an y  p e o p l e  w ho l i v e  w i t h i n  a 
C i t y  a n d  o r  B o r o u g h  w ho  c a n  a f f o r d  t o  p a y  f o r  t h e i r  ow n r o a d s ,  
s e w e r  s y s t e m s ,  w a t e r  s u p p l i e s ,  c u r b s  a n d  s i d e w a l k s ,  s t r e e t  l i g h t s ,  
f i r e ,  a n d  p o l i c e  d e p a r t m e n t  e m p l o y e e s .  H o w e v e r ,  b y  c o l l e c t i n g  
m o n i e s ,  f r o m  a l l  o f  t h e  c i t i z e n s ,  a l l  o f  t h e s e  s e r v i c e s  c a n  b e  
u t i l i z e d .

R e s p e c t f u l l y ,  I  w o u ld  t h e r e f o r e  r e q u e s t  t h a t  D i s a b l e d  V e t e r a n s ,  
w ho h a v e  a l l  r e a d y  s e r v e d  t h e i r  C o u n t r y  a n d  S t a t e .  B e g r a n t e d  a 
" T a x  -  E x e m p t S t a t u s " ,  f r o m  t h e  p r o p o s e d  I n c o m e  T a x  o n  
I n d i v i d u a l s ,  T r u s t s  a n d  E s t a t e s .  T h i s  T a x  E x e m p t i o n  w o u ld  b e  a 
p l e a s a n t  a n d  g r e a t l y  a p p r e c i a t e d  w ay o f  s a y i n g  " T h a n k  Y o u " ,  t o  
t h e s e  V e t e r a n s ,  f o r  t h e i r  S e r v i c e s ,  t o  o n e  a n d  a l l .

I  g r e a t l y  a p p r e c i a t e ,  t h e  p r i v l e g e  o f  v o t i n g  -  s i n c e  1 9 7 4 ,  I  h a v e  
o n l y  m i s s e d  v o t i n g  o n c e  a n d  w h i l e  I  am n o t  i n  y o u r  v o t i n g  a r e a ,  I  
b e l i e v e  t h a t  t h i s  s p e c i f i c  i s s u e ,  a l s o  a f f e c t s  t h e  v e t e r a n s ,  whom 
y o u  r e p r e s e n t .

M r . H u d s o n ;  I  am C a r o l e ’ s ,  e x - h u s b a n d  a n d  I  h a v e  a l s o  h e l p e d  
y o u ,  b y  d r i v i n g  a  t r u c k  l o a d  o f  y o u r  H o u s e h o l d  g o o d s  ( a n d
L u c y ' s ) ,  F ro m  S o l d o t n a  t o  S e w a r d ,  w h e n  y o u  m o v e d  t o  J u n e a u ,  t o  
s e r v e  u n d e r  f o r m e r ,  G o v e r n o r  J a y  H a m m o n d 's  a d m i n i s t r a t i o n .

w o u l d  a l s o  l i k e  t o  t h a n k  y o u  o n c e  a g a i n  ( e v e n  t h o  m an y  y e a r s  
E * u o J i£ g h a v e  p a s s e d ) ,  f o r  t h e  p r i v l e g e  o f  a l l o w i n g  me t o  s t a y  i n  y o u r  

g ' ^ h o m e ,  i n  M ia m i ,  F l o r i d a .

* 2 f lW (A
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B ILL ID: HB 199
00 SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 199
01 "An Act relating to taxation. Including taxation of Income of Individuals/ [. oatatee, and 

OS-frusta/-}
03 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
04 * Section 1. AS 43.20 is amended by ackfffig a new section to read:

06 Sec. 43.20.009. Tax on individuals., C3tatee, and truetor (a) There le
06 Imposed for eaoh taxable year an income tax, computed as provided In this section, on

07 every
08 (1) resident Individual; and
09 (2) nonresident and part-year resident Individual, estate, and trust, with

10 Income from sources In the state.
11 (b) For a resident individual,
12 (1) for calendar year 2002, the tax under this section Is one percent of

13 the Individual's Income;
14 (2) for each calendar year after 2002, the tax under this section Is two

01 and one-fourth percent of the individual’s taxable income.

02 (c) For a nonresident or part-year resident individual, efTo^an-ostete er a trust,
03 (1) for the calendar year 2002, the tax under this section is one percent

04 of the Indlvldual'sroatote’s.-of trust's Income, multiplied by a fraction, the numerator of

05 which is taxable income from sources In the state and the denominator of which is

• 06 taxable income from all sources;

07 (2) for each calendar year after 2002, the tax under this section Is two

08 and one-fourth percent of the indjviduai’SreBtatebrof trust's taxable Income, multiplied
09 by a fraction, the numerator of which is taxable income from sources In the state and

10 the denominator of which Is taxable Income from all sources.
11 (d) An individual whose Income Includes a cost-of-iiving allowance that is

12 exempt from the federal Income tax shall determine and Include that amount as part of
13 the Individual's taxable income as If the cost-of-lhrlng allowance were not exempt.

14 (e) In this section, “taxable income" means adjusted gross Income, as defined '
15 In 26 U.S.C. 62 (Internal Revenue Code), and includes the income described In (d) of

16 this section.

17 '  See. 2. AS 43.20.030(a) le amended to read:

18 (a) Every Individual, true j  eotato. partnership, and flF Al oorporatlon
19 subject to tax under this chapter [, OR A PARTNERSHIP THAT HAS A

20 CORPORATION AS A PARTNER, IS] required to make a return of Income under

21 the provisions of the Internal Revenue Cede [, IT] shall file with the department.
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22 within 30 days after the federal return Is required to be filed, a return setting out

23 (1) the amount of tax due undBr ihl9 chapter, lees allowable credits

24 and payments claimed against the tax; and
25 (2) other Information that the department requires for the purpose of

26 carrying out the provisions of this ohapter [THAT THE DEPARTMENT

27 REQUIRES],
28 *Sec, 3. AS 43.20.031(c) Is amended to read:

29 (c) In computing the tax under this chapter, a corporation [THE
30 TAXPAYER] Is not entitled to deduct any taxes based on or measured by net Income.
31 *Sec.4. AS 43.20.040 Is repealed and reenacted to read:

01 Sec, 43-20.040. Income from sources In the state, (a) In this chapter,

02 Income from sources in the state Inoludes
03 (1) compensation for personal amices rendered In the state;

04 (2) working In the state fo r salary or wages;

05 (3) income from real or tangible personal property located In the state;

0 7------totenglblo p oTSOim  proporty having fl taxable-or-buslnoe e e Husift tho atato;-hewevetv

0 8----- thc-reeelpt-ofrlniereqt Inoomo froro-lntangibto property-in-tbe-stato doco not dene
0 9---- establish o toxoblo oHbtiefneoa-oltuo In tho-statet Income from Intangible personal

property, including annuities, dh/ldsnds. interest, and gains from the disposition of Intangible 

personal property, shall constitute income derived from Alaska sources only to the extent that 

such Income Is from property employed in a business, trade, profession or occupation carried on 
In this state.

10 (6) rentals and royalties for the use of or for the privilege of using, In

11 the state, patents, copyrights, secret processes and formulas, good will, marks, trade

12 brands, franchises, and other property having a taxable or business situs in the state;

13 (6) income distributed from o truafootablfohod undoror-govemed by

44 theriaweef  tho ototo;

15 (7)-lfioame of a truat cclablished-tHwtefSBf  governed by4he4oweef  the

4 6-----eteto and Inoomo of the estate ef  q dooodont whe en the date of dcoth woa domleHed-tn
4 7-----the o tote;-

40 of

20----------------- (A)-a trust not established-unde,* or govomod by tho lawo of tho

2 2------------------(8)- tho ostateofa-dogedonfrwheon-thc dote of-deatfrwas net

2 3--------- domiciled In tho otatoi
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24 (9) income of whatever nature from a source with a taxable or business

25 situs In the state.
26 (b) Except as provided In (a)(4) of this section, in this section, Income Is from

27 a source with a taxable or business situs In the state if it is attributed to or derived from

28 (1) business facilities or property In the state:

29 (2) business, farming, or fishing activities In the state:
30 (3) conducting in the state the management or Investment function for

31 intangible property;
01 (4) a partnership, orjlmlted liability compHnyreetete.-oMwst conducting

02 business activities In the state;
03 (5) a corporation transacting business activities In the state that has

04 elected to file federal returns under subchapter S of the Internal Revenue Code;
06 ' (6) any other activity from which Inoome Is received, realized, or

06 derived In the state.
07 (c) If a business, trade, or profession is carried on partly Inside and partly
08 outeide the state, other than the rendering of purely personal services by an individual,

09 the Income from sources In the state shall be determined as provided in AS 43.19.

10 * Sec. 6. AS 43.20 Is amended by adding a now section to article 1 to read;

11 Sec. 43.20.046. Individual,-tmoU ond ostete tax credits, (a) For a resident,

43---- dooodont who on tho-doto ofdeoth-wae^emidted-ln-thla atoto, the Income tax Imposed

14 on that resldentrtruet, or estate by another state or territory of the United States for the
15 taxable year, on Income derived from sources in that state or territory, Is allowed as a

16 credit against the tax under this chapter.

17 (b) The credit under (a) of this section Is determined by multiplying the tax

18 computed under this chapter by a fraction, the numerator of which is the income
19 derived firom sources In the other state or territory and the denominator of which is

20 income derived from all sources. The credit under (a) of this section may not exceed

21 the actual tax paid to the other state or territory.
22 (c) An Indlvldua^-eetete.-orfrw t is allowed only the state credits provided In

23 this section. The total state credit allowed under this section may not exceed the tax

24 liability for the taxable year for the Indlvldualrestater or trust. A credit may not be
25 carried, In whole or In part, to a different taxable year.

23 * Sec. 6. AS 43.20 Is amended by adding a new section to read;

27 Sec. 43.20.171. Tax withholding on wagee of individuals, (a) Every

28 employer making payment of wage*, salaries, or crew chares after December 31,2002,

29 (1) shell dedud and withhold an amount of tax computed In a manner
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30 to approximate the amount of tax due on those wages, salaries, or crew shares under

31 this chapter for that taxable yean
01 (2) shall remit the tax withheld to the department accompanied by a

02 return on a form prescribed by the department at the times required by the department

03 by regulation;
04 (3) ia liable for the payment oftha tax required to be deducted and

05 withheld under this seotion but is not liable to any Individual for the amount of the

06 payment; and
07 (4) shall furnish to the employee on or before January 31 of the

08 succeeding year, or within 30 days after a request by the employee after the
09 employee's termination if the 30-day period ends before January 31, a written

10 statement on a form prescribed by the department showing
11 (A) the name and taxpayer identification number of the

12 employer;
13 (B) the name and social security number of the employee;
14 (C) the total amount of wages, salary, or crew sharrss for the

15 taxable year; and
16 (D) the total amount deducted and withheld as tax for the

17 tax ab le  year.

18 (b) The department shall publish the rate of withholding required by this

19 section.

20 (c) in this section,
21 (1) “employee" includes an Individual who receives compensation on a

22 crew share basis In connection with a commercial fishing activity;

23 (2) "employer" Includes a person who pays compensation to an

24 individual on a crew share basis In connection wfth a commercial fishing activity.

25 * Sec. 7. AS 43.20."’ 10 is amended by adding new paragraphs to read:

26 (12) "Individual” means a natural person, married or unmarried, adult

27 or minor, subject to payment of hcome tax under 26 U.S.C. (Internal Revenue Code);
28 (13) "nonresident" means an Individual who is not a resident or part-

29 year resident;

30 (14) "resident" means an Individual who, for the entire taxable year,
31 was domiciled in the state or resided In the state.

01 * Sea 8. AS 43.05.085; AS 43.20.012, and 43.20.013 are repealed.

02 * Sea 9. The uncodified law of the State of Alaska Is amandetf by adding a new section to

03 read:

04 SEVERABILITY. Under AS 01.10.030, if any provision of this Act, or the
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05 application of a provision of this Act to any person or circumstance Is held Invalid, the

06 remainder of this Act and the application to other persons Is not affected.
07 * Sec. 10. The uncodified law of the State of Alaska is amended by adding a new eectlon to

08 read:
09 RETROACTIVE APPLICATION. Sections 1 - 5,7, and 8 of this Act are retroactive

10 to January 1,2002.
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H L H S K R  T R U S T  C O M P A N Y
wealth Manajjoment Specialists

RESOLUTION PLAZA 
1029 W. THIRD AVENUE, SUITE 601 
ANCHORAGE, ALASKA 99501-1981 

866 -  AKTRUST (258-7878)
(907) 278-6775 /FAX: (907)258-1649 

aktrust@alaskatrust.com / www.alaskatrust,com

FACSIMILE TRANSMISSION

TO: Rynnieva Moss
PHONE:
FAX: 907-465-3258

FROM: Naomi Brooks
PHONE: 907-278-6775
DATE: March 22,2002

NO. OF PAGES (Including Cover): 7

Ryiuiieva,

Attached are some comments and suggested revisions on HB 199 from David Shaftel. We 
sent the bill over to him for comments, and he was just able to get back to us.

We agree with his comments regarding the taxation on partnerships, limited liability 
companies and S-coiporations and the effect this double taxation would have on Alaska.

If you have any questions or comments, please do not hcsitato to contact me.

Thank you.

Naomi

CONHD5NTIALITYNOTE:
Tlie information contained m this facsimile moniace may contain legally privileged and/or confidential Information and la Intended only Ibr 
thence by the Individual or entity named above. If the reader of this message la not the intended recipient, pl#M0 be notified that any 
dissemination, diatribution or reproduction of this facsimile If strictly prohibited. If you havo rcccivod this Jbcfimile in enW, we would 
appreciate your call at (907) 278-6775. Thank you-

mailto:aktrust@alaskatrust.com
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Carotba K W«na*riw, I.P.4+
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Bkn* fcounsjoux. J JJ-*

LAWOmCEflOP
DAVID G. SHAFTEL

A PROFESSIONAL COIITOIWTION 
SfiQ W e s t  Seven th  A venue , S u ita  703 

A a d M ra s ^  A k i k a  99501

(907)276-6015 
FAX (907)278̂ 6015 

EMAIL: mfo@MsMlaw.cwo 
Vwyr.rfiaMlew.cwa
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•  AAataadbOA 
+  Adatarfb WA 
■ AdbcMMlbMA

M a ro h 2 1 , 2 0 0 2  

S E N T  V IA  FA C SIM IL E  T O  258-1649

N aom i B ro o k s 
A laska T ru st C om pany  
1029 W est 3 *  A venue S u ite  601 
A nchorage. A K  99501-1981

R e: H o u se  Bill 199

D ear N aom i:

Y o u  hav e  asked m e to  rev iew  th e  above bill and give D o u g  and y o u  m y com m ents. I  note 
th a t th e  p rov isions th a t w ould  tax  estates and  tru s ts  have been deleted.

I  su g g est th a t also  provisions w hich w ould tax partnerships, lim ited liability  com panies and 
S-corporationfl b e  deleted . A t th e  federal level, all o f  these entities a re  tre a te d  as pass-through 
entities. T h a t is, t h d r  incom e flo w i th rough  and Is taxed  a t the  individual o w n e r’s  level. I f th e  State 
o f  A laska w ore  to  enac t a  tax  on  the  incom e o f  such entities, then  th a t incom e w o u ld  b e  taxed twice. 
F irst a t the  en tity  level, and subsequently  a t th e  individual level

S uch  doub le  taxation  w o u ld  b e  inconsistent w ith the  m anner in w h ich  th ese  en tities arc taxed 
a t th e  federal level. F u rther, i f  A laska w ere  to  enact such a  double ta x  on su ch  en titie s ' Income, then 
such taxation  w ould  d e te r  th e  form ation o f  these business and investm ent en tities in A laska. Rather, 
persons desiring  to  u se  suoh entities w ould  form  th a n  in o ther states. A s a  resu lt, A laska w ould lose 
filing lees, and m ore  im portan tly  w ould  lose overall financial business.

T han k  y o u  fo r  th e  opportun ity  to  com m ent on H ouse B ill 199.

David G. Shaftel
DGS/ob

mailto:mfo@MsMlaw.cwo
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B II.L  II>: HB 199 .
00 SPO N SO R SUBSTITUTE FOR HOUSE BILL NO. 190

01 "An A ct reteUng to Uuraiion. mctudlnu taxation of income of individuals^ H * fc r t» ra f td

03 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA!

04 * Section 1. a s  43.20 I* am ended by atfcflfta a  n«w section to road:

Sec. 43.20.009. TaxortlodNWuflb.TH)8riate0 ran<}'lAi«^ (a) Titer© is
imposed for well taxable year an Income tax, computed as provided in tWa Motion, on 
every

(1) resident Individual: and
(2) nonresident and pan-y*ar resident Individual, cotetOHWHHrxcV-wIlh 

incom e from eourcas to the 4®t«-
(b) Fora resident Individual,

(1 ) for calendar year 2002,1ho tax under this oaotiwi Is one percent of 
the Indh/JdUBfo Inoomo;

(2) nor eaten calendar y w  a l to  2902, tne tax under tr te  section is two 

e n d  ono-fourth percen t of tn© IndlviduAte taxable income,

(1) for tn© calendar year 2002, the Lee under this section Is one percent 

o f tho ind1viduaVsr >»«Bi>e*3) ortfuatfa lncorr»6. multiplied by * fraction, th e  num erator Of 

w hich le taxable Income foam sources In the ste te end the denom inator of which la 

taxable Income from all eoLycos;

(2) for a s th  calendar year after 2002. the tax under this section t* two 

a n d  cue-fourth percen t of th e  todM duafo, e o lafo’s , e»f  tnjot'G taxable Income, multiplied 

by a  fraction, th e  num erator o f whlph Is taxable Income frflm eeuraea In the etete and 

th e  denom inator of which to taxable Income from ell sources.
(d) An individual w hoso inoomo Inoludac a  eotWeWMna allowance that Is 

axam prfroro ttic federal Income tax  shslt determ ine nnd include th a t am ount a s  p a rt of 

th o  IrtdlvlduaPs taxable Income oa ff tho oost-oMfvinfl ellowtmoe w ere n o tc x w n p t

(e) In thta section, "taxable Inoomo* m oanc adjusted g ro w  inoomo, a s  denned '

In 2 i  U.S.C. 02  (intomal Rovohue Code}, and Includes the inoom* described in (d) of 

th is  section,

* S a c . z  AS 43.20.030(h) i» em ended I

(a) pvorv hdM duol. »wHi<>ctgtp^i*taacs&&r<ryf PF-M cow cw tlan

05
05
07
OB
09
10 
11 
12
13
14
01
02 
03 
04- 
05

• ae 

or
09
09
10 
11 
12
13
14 
18 
16 
i r  
ib
19

20 
21

7

3vb>act46-ta5( urxR-MMi  chap ter f,

OOnrOftATlON AQ A1̂ M*1WgR,-+a3|r©qu>red to mak© a return of Income under 
tho provisions of the Intern* Ravonuc Code [. m  ©hall fOo with th© department



1 AA 4/VI tiCUXUtW
M A R -21-82 0 1 :3 8  PM DAVID G. 8HAFTEL 1*0T 3T B B 015 P . 84

iu ;u u 0AJ. HU/Zg»lU4U ALASKA TRl’ST COMPANY 300)'-00C

22 within 30  day* after the federal retom to required to oa filed, a  return setting out

23 (l> the amount or tax duo under thta chapter. lest allowable credTts
24 and pqvmonts chrimad against the tax; and
28 121 om ar Information that 0■« department raqulrce for th> purpose cf

26 oairytnfl cu t kt>a provlaion# of thla chapter pH A T THE DEPARTMENT

2T REQUIRES].
2ft * Sec, 3. A6 43.20,031(o) te amended to road:
2© (o) tn computing the tax under llita chapter, a borporaUon ITHE
30 TAXPAYER] Id not entitled to daduot any Uxoe twod on of measured by net Inoome.
31 " S od. 4 . AS 43.20.040 ia repealed and reenacted to read:

01 Bee. 43.20.040. Income from eounaia In Bio atom, (a) In this chnpfer,

02 Income from source* In the sta te  Includes

08 (1) com pensation for pereonet BBivloei rendw od In the state;

04 (2) working In the abate For ealpry or w sg e i;

05 (3) moorne from real or tangible personal property located in thaciafe;
06 (4) f̂t6am&frotTH3t»c(<grAwwlnrTw:oB; bank dopaalte,--and ether
0 7  —-lntenfl!'r4e-p*r»on<»l property-having 0 texoWc-or bUClncao altunln-te* Clota; however 
00 the4ooey*^ntereaTlncofBOfrom4mangUMu-pfep()fty-kv<ha4t»la4tvoii n e t atone

90 sotabi(a» Of buateC9^toote-$frl>»teter Income Lcrplntflnfltbte pwgpnq|
property, Including anmditea, dtvkfends. Witerftgfo and onlnc from f ra  deposition of tntanqlbla 

pomonat property, ahull concUane income eaunxs: only to ]ho extent that
pjICfaJ ooom e Is from  property em ployed tpj».bu>(nft»i)pad6. p re fw fo n  or n rxnpa ilon  oenrkd on 

ljt.Bi.te state!
10 (5) rentawandroyaiUMfortrietHooforforlheprtvIiofloofusing.in
11 the *ta<£, paltnto, copyright*, oocrot proewwe ar>d fbrmylM, good will, mBrks, trode
12 brands, franobteoe. and other property having a t«x«Ute or nnsfnans altua fn the ststsc 

44— ihfiHawfr ©Fthe-oleter
15 fFHr»ccfnc-of^Hmpt' oatabtohed vndor-or-gwomod-hy^e lawp-oHho
40 e(at*-«nd tnoaraa-eM he-CBW -aAo  daeoda rt w he en4h *4 itto -er  dea th vww «ton4i>Hud-te

4? tho-sfcrtej
46------------ (e^-lnwrAMrorre-aeureo with a taxable m boomoos-afototo tho-etoto.
40 ef

3 0 — ------------- ^Zs>-iHrwt-n»l4ctobltehed4#fK#eFOF5ovcpiod4^‘4he-l«we-eLitie

64---------Btfitapef
HWt

U3~ -demleHad to ftvo ototsi
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24  (9 ) Inoome of w hatever nature from a toure#  with a  taxable or b u s !n e »

25 »Ru* io toe s ta te .
26  (b) E xcept aa  provided In (a){A) 01 ^  * « tio n , In thte section, Income la from

27 a  s o u ro t vrtth a taxobla or bualneee eHu* in the sta te  If H i» attributed to or derived from

28 (1) business tacllfttea or property in the mate;

29 (2) busfnOM. fomilna. or fWhlng acrivWa* IO tho slats;
30  (3) conducting In th e  *tata the manaflemonf n r  inueatmont tancflon for I < .  •

31 intangfote propwtyi I
01 /  44>lg-pflrto**ohiprf£lta'flori1lifrifity,0|Qmy a « ^ ^  t’lgng '

02 ^ u c b c a * « tM tie » 4 ir* * -c h ite ;

03 (Sfr-a-oerparpflgri f tcn tootlPfl teuetorw a acthrittoe In the  a ta t tH ra t l ta f  _
04 ^kurt/eri -of foe Internal-

08 (0) any Other activity from which Inoome I* raootvad, realized, or
06 derived In th a  state.
07 <e) If © b turtnw s, trade, o r  profession to can ted  or. purify Inside an d  pBrfly

OB ou tside th e  s ta te , mHsr than th a  rendering of purely' p en o n e l aarvlooB by an inrfMdual.

09 th e  incom e from eourcee In the state shell be determ ined a s  provided in as  43.19.
10 * S w  5. a s  4 3 .2 0  la am ended by adding a new section to  article 1 lo road:

11 Geo. 43-20.046. IndtvtdualHRwtr^rtd-^tete tax credits. (») Tor a  resident.

1 2  a-tra a t  eatabKahothtatfatK  g gvem od by tea-tawa-ef W c O a ta ja p th e  a e te to cf a
43----- rtocedentwhrtHift-taa^tatp-ef-death wac domlonoo -lrr te i» g|gtor th e  Inccm* tax Imposed

14 on th a t rwld»ntrtfWtr<'r-eefc»te by another s ta le  or territory o r the  United S ta te s  for th e

15 tax ab le  year, on  Inoomo derived from eourctaS In that wete or territory, le allowed a s  a

16 cred it apnTnel the tax  under this ohepter.

17 (b) Tha credit under (a) o fftto  section ted a to m iln o d ty  multiplying th e  tax

16 com puted u n d e r this chapter by a  fraction, the n u m w ia r  of which b  tha incoma

19 dortvod from sou rces In tha other state or territory and  tha denom inator ofwhloh la

20 inoom e derived from an oourceR. T in  credit under (a) of this section rosy not exceed
21 th e  aetu*i tax  pBld to the  other elate o r territory.

22  (o) An Ii .dividual, -ertate r-ar-Vwt Is allowed only the sta te credits provldad In

23 th is section, Tn« total ste le  cradltoltowad under tale eeetion m ay not exceed  the tax

24 liability for th a  taxable yoarfor the IndM dual^rM M tei-ofrrwfc-A ctedlt m ay not ba

26 can ted , In WhOla or In part, to a  dltterenttsxsbla year.

26 " S e c . 8 . AB 43.20 le em ended by addins a  now Motion to read:

27  S ec ,A $j> n .17 l. Tax withhoWlnfl on WfiflMS of Individuals, (a) Every

26 em ployer maKtas paym ent of wages, salaries, o r erew ahanas attar D ecem ber 3 t ,  2002.

29 (1) shell deduct and withhold on am ount cf tax cam putad in a  m anner

/
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30 to  »pp rt« k n itft tho am ount of tex duo on those vw gw , n atari**, o r craw  W W W  und«r

31 thl# chapter for that taxable yean
01 (2) ih tl i  remit f rc  teavvtthheW telteitaparlm snt accom panied by a

02 return on 9 form prescribed by to* department ot tho ttmeo required by toe  departm ent

03 by regulation;
04 (3) is Sable for the paym ent of the tax required to be deducted  and

08 withheld under thl* eecttan but ta not BaWe to any Individual for th e  am ount of the

09 payment; and
o r  (<*) shall rumleh lo toe employee on or before January  31 of tho

on suooeodinfl year, or within 30 days a tl*  a  requw t by toe am p b y ee  afte r the

00 em ployee 's termination if tne 30-uay period entte before Jsm rery 3 1, a  written

10 ntatam ent on a  form prescribed by the departm ent showing

11 Oh) too nam e a n d  taxpeyorldnnBflcation num ber of the

12 employer,
13 (B) too nam e and soctai security num ber onhA oreployea;

14 (C) too total am ount of w ages, la lary , or crew shares fo r tha

15 taxable y e a r  and

16 (O) the total em ount deducted end withheld ae tax for the
17 taxable year.

16 (b) Tha departm ent shall publish the rata of withholding required by this

19 Section.
20 (o) In this section,
21 (1) "employee* Includes art Individual who racolvci com pensation cn  a

22 craw  *herv basis In connection wBh a  c o m m erce  itahlng aotivity;

23 (Z) “omptoyor" Includes ■ person who pays com pensation to  an

24 individual on •  crew aharo baste in conn action wtto a commercial fishing activity.
25 "S9C .7 . AS 43.20,340 it am ended by adding new paragraphs to road;

26 (12) "indMduBT m e a n t t  netw?i perecn, manrtad o r ynm sniad, adult

2? o r minor, subject to payment of Inoome hw under 26 U,5,C, (Internal Rove, juo Code); 
20 (13) “nonmsidantf meant an Individual who te not ■ rasldanl or part.
29 y ev reB ldan l;

30 (14) "rsa id cn f m aene an  Individual who. for toe entire taxable year,

31 was domiciled In Ihe state or roskfod In toe Dtato.
01 * 660. 0. AS 43.05.085; AS 43-20.012, and 43.20.013 are rap*at*d.

02 ■‘ 9oc.fi. Tha unaicflfiodlRwofthe State ofAJatsta to amended byoddingervhvacotion to 
Q3 reed:
04 5CVCRABILITY, UndarASOI.10.030, If any provtalon Of thta Act, or the
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03 oppDoatton o? a provfcton of thia Act to *ry parson or cfruurrwiamw i» heW Imralld, tha
08 ramolndor 6f th(a Act and tha appEcatlon to other peraons tt not affected-
OT * Sac. 10. Tho c rus ted  taw of the Sta b  of Ataska to am ended by adding a  n trw aocconto  

■08 read:
09 RETROACTIVE APPUGATIQM, Sections 1 - S, 7, and 8 or (hie Act a re  retroactfv®

10 to January  1 ,2002-


