


T o n v  K n o w l e s  
G o v ern o r

governor@gov.sialc.ak. us

(

The H onorable B rian Porter 
Speaker o f  the H ouse 
A laska State L egislature 
State Capitol
Juneau, A laska 99801-1182 

D ear Speaker Porter:

A laska’s econom y is strong -- w ith our 14lh consecutive year o f  econom ic grow th, m ore A laskans 
w orking than ever before, and the low est unem ploym ent rates in a generation. A nd yet, the 
econom ic health  and security  o f  A laska fam ilies is th reatened by the grow ing budget gap, w hich is 
projected to reach about $ 1.2 billion by nex t year.

For 20 years, A laska governors, legislators, econom ists, and business and civic leaders have urged 
long-range budget plans recom m ending the sam e basic com bination o f  cuts and revenues to 
replace dw ind ling  oil dollars. N ow  the day o f reckoning  is upon us.

The approach I have proposed, w hich calls for raising approxim ately  $400 m illion in new  revenues 
a year over the com ing three years, is based on five principles:

• A ny  plan m ust be fair. Everyone should contribute, including those who m ake 
m oney here but live elsew here.

• P erm anent Fund earnings, after inflation-proofing and dividends and a vote o f  the 
people, should  be used only after a broad-based tax and corporate taxes are in place.

• N ew  revenues should be phased in rather than im posed all at once. This avoids 
shocking  the econom y and helps fam ilies and businesses adjust to the change.

• A ny budget plan m ust be realistic -  not based on unsubstantiated estim ates or bogus 
prom ises.

• E fficiencies, savings and continued cost reductions m ust alw ays be part o f  budget 
considerations.

H / 3 4 l 3
P.O. Box 11000! 

Juneau, Alaska 99811-0001 
(907) 465-3500

S t a t e  o f  A l a s k a  Fax (907) 465-3532
O f f i c e  o f  t h e  G o v e r n o r  "™v.gov.sm,e.ak.us

J u n e a u

February 11, 2002

mailto:governor@gov.sialc.ak


The Honorable Brian Porter

Page 2

This bill I am transm itting  today proposes one o f  the new  revenue m easures -- a tax on incom e 
earned in A laska.

~y
The State o t A laska  relied on personal incom e taxes from  the time o f  statehood until 1980. The 
incom e tax  w as then repealed because the tax and royalty  incom e from N orth  Slope oil fields 
p rovided  suffic ien t revenue to  operate state governm ent.

T he incom e tax  I propose is a sim ple m easure based on a percentage o f  the incom e tax paid to the 
federal governm ent. For m ost A laskans, this w ill m ean an easy calculation to determ ine their 
A laska tax. It also adopts the progressive m easures and incentives o f  the federal tax system .

The target is fo r this tax to raise about $350 m illion, w hich w ould require a tax rate o f  20 percent 
o f  an indiv idual's incom e tax currently  paid  to the federal governm ent. This level o f  incom e tax 
com bined w ith o ther taxes I support w ould result in $400 m illion in additional annual revenue for 
the state. I f  th e  state adopts new  revenue m easures averaging $400 m illion per year for three 
years, w e w ill reach the goal o f  $1.2 billion in new  annual revenue.

A n im portant feature o f  this bill is a provision to reduce the tax rate w hen reserves are sufficient. 
The bill includes a trigger to low er the tax rate to 10 percent when the s ta te ’s reserves in the 
C onstitu tional B udget R eserve Fund clim b above $2 billion and a further reduction to 5 percent 
w hen the fund reaches $2.5 billion. A ny excess general fund incom e from  a m ajor developm ent, 
such as a natura l gas pipeline or the im plem entation o f  responsible revenue m easures, will increase 
the balance in th e  budget reserve fund. The state should m aintain at least $ 1.5 billion in the 
reserve to avoid  an em ergency caused by a sudden drop in oil and gas prices. O nce reserves reach 
$2 billion, how ever, w e could low er the tax rate on our citizens.

I urge you r p rom pt and favorable consideration o f  this legislation.

Sincerely,



F I S C A L  N O T E

STA TE OF A LA SKA
2002 L E G IS L A T IV E  SESSIO N

R e v is io n  D a te /T im e  (N o te  i f  c o r re c t io n ) :

T it le : A la s k a  P e rs o n a l In c o m e  T a x

Fiscal Note Number: 1
Bill Version: HB413

(H) Publish Date: 2/13/02

D e p t. A ffe c te d : R e v e n u e

|B R U :  ________

C o m p o n e n t :________

R e v e n u e  O p e ra t io n s

T a x  D iv is io n

R u le s  C o m m itte e

G o v e rn o r

S p o n s o r:

R e q u e s t e r : ________________

E x p e n d i tu re s /R e v e n u e s

C o m p o n e n t N u m b e r: 

( T h o u s a n d s  o f  D o l la r s )

2 4 7 6

N o te : A m o u n ts  d o  n o t in c lu d e  in f la t io n  u n le s s  o th e rw is e  n o te d  b e lo w .

O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 3 F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8

P e rs o n a l S e rv ic e s

T ra v e l

C o n tra c tu a l

S u p p lie s

E q u ip m e n t

L a n d  &  S tru c tu re s

G ra n ts  &  C la im s

M is c e lla n e o u s

2 ,3 0 8 .2 3 ,9 8 5 .6 4 ,9 9 1 .4 4 ,9 0 3 .3 4 ,9 0 3 .3 4 ,9 0 3 .3

1 3 8 .8 1 5 0 .5 1 6 9 .3 1 5 0 .0 1 5 0 .0 1 5 0 .0

1 ,3 7 9 .4 1 ,850..9 2 ,0 9 9 .1 2 .0 9 0 .4 2 ,0 9 0 .4 2 ,0 9 0 .4

4 0 .5 8 1 .5 103.1 1 0 2 .3 1 0 2 .3 1 0 2 .3

3 9 2 .0 6 0 8 .0 1 0 4 .0

T O T A L  O P E R A T IN G 4 ,2 5 8 .9 6 ,6 7 6 .5 7 ,4 6 6 .9 7 ,2 4 6 .0 7 ,2 4 6 .0 7 ,2 4 6 .0

C A P IT A L  E X P E N D IT U R E S  3 ,9 2 1 .5  1 ,3 0 2 .5  5 0 0 .7

C H A N G E  IN  R E V E N U E S  ( in c r e a s e )  1 7 5 ,0 0 0 .0 3 5 0 ,0 0 0 .0

F U N D  S O U R C E  (T h o u s a n d s  o f  D o lla rs )

10 02  F e d e ra l R e c e ip ts

10 03  G F  M a tc h

10 04  G F

10 0 5  G F /P ro g ra m  R e c e ip ts  

10 3 7  G F /M e n ta l H e a lth  

O th e r  (S p e c ify  T y p e )

8 ,1 8 0 .4 7 ,9 7 9 .0 7 ,9 6 7 .6 7 ,2 4 6 .0 7 ,2 4 6 .0 7 ,2 4 6 .0

T O T A L 8 ,1 8 0 .4 7 ,9 7 9 .0 7 ,9 6 7 .6 7 ,2 4 6 .0 7 ,2 4 6 .0 7 ,2 4 6 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 2 )  c o s t :  0 .0

C h e c k  t h is  b o x  (X ) i f  f u n d in g  f o r  t h is  b i l l  is  in c lu d e d  in  th e  G o v e r n o r 's  F Y  2 0 0 2  b u d g e t  p r o p o s a l :  

P O S IT IO N S

F u ll- t im e 49 7 9 92 88 88 8 8

P a r t- t im e

T e m p o ra ry 4 6 46 4 6 4 6 4 6

A N A L Y S IS :  (A ttach a separate  pa ge  i f  necessary)

** In FY 2003, we estimate that the Alaska Personal Income Tax will raise $175 million. This is half of the 
total annual revenue estimate of $350 million. Actual revenues for the first six months of the tax (the last 
six months of Fiscal 2003) might be larger or smaller depending on the timing of withholding, refunds and 
estimated payments. We have estimated this revenue using 1999 Internal Revenue Service Data.

We used asterisks on years after FY 2004 because of the level of uncertaintly. Estimates do not include 
any of the following variables: (1) federal tax changes (including the tax cuts approved by Congress last 
year) that will decrease personal tax liability, (2) growth of real income or population, (3) tax avoidance or 
evasion, (4) changes in the structure of the Alaska economy, and (5) non-resident business income.

P re p a re d  b y : 

D iv is io n

Approved by:
Agency

C h u c k  H a r la m e r t,  R e v e n u e  S u p v ., a n d  B re tt  F r ie d , E c o n o m is t 

T a x  D iv is io n _______________________________________________________

L a r ry  P e rs ily , D e p u ty  C o m m is s io n e ______________________________

D e p a r tm e n t o f  R e v e n u e __________________________________________

P h o n e  4 6 5 -3 6 8 2

D a te /T im e  0 2 /1 1 /2 0 0 2  11 a .m .

D a te  0 2 /1 1 /2 0 0 2

For distribution information, call the Governor's Legislative Office
P a g e  1 o f  1__
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t t O S t  8 D 8 D B A B U 9 ,  901 . C A S b  0 0 8 % * ;
s c o r e  m f s  a c t a i m  o o a a u n s B
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H E :  EB 1 0  -  1 * 0 0 6 ®  T A X  Off M B 1 T I D U A L S  A V U H K X A S I S S l

T h a n k  y o u  v e r y  a u o b  t o r  y o u r  t l a e ,  S e r v i o e  a n d  B e l p ,  t o  t h e  C i t i z e n s ,  o f  t h e  G r e a t  S t a t e  o f  A l a s k a ,  T 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 .

i  u n d e r s t a n d  t h e  n e e d  f o r  t s x Ta ,  t o  p a y  f o r  f l o r e r n a e n t  S e r v i c e s  f o r  e l l  c i t i z e n s .  Z do  k i t  k n o w  o f  n & n 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 h o  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 v e r  e y s t e a 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 o  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  o a n  b e  u t i l i z e d .

l e e p e c t f u i i y ,  I  w o u l d  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  e l l  r e e 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 a p t  S t a t u s " ,  f r o m  ( h e  p r o p o s e d  In c o m e  T a x  on  
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 l d  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 a y  o f  s a y i n g  " T h a n k  T o o " ,  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 *  o f  v o t i n g  -  s i n c e  1 8 7 4 ,  1 
h a r e  o n l y  m i s s e d  v o t i n g  o n c e  e 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 e ,  Z b e l i e v e  t h a t  t h i s  e i p e o 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 ,  w ho® y o u  r e p r e s e n t .

H r  S i n o e r e s t ,  T h a n k  f o u ,  B l r :  F o r  a l l o w i n g  me t h e  h o n o r  an dp 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 i t y  p r o c e s s e s .

P . O .  B o x  8 6 5  
mxS J 3 0 l d 0 t n a ,  A l a s k a  
« ^  $ 9 6 8 6 9 - 0 8 6 0*  S H O W S *  0 0 7 - 2 6 2 -k I 'HOWS: 0 0 7 - 2 6 2 - 6 1 6 8

#
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Please enter into the record my testimony to the

H B  10 
b ill# /sub ject

would like to go on record a s  being O P P O S E D  to HB 10. P le a se  do N O T  serious ly  cons ide r any 
new  funding sou rce  (T A XES ) until a ll pub lic funds given to private bus inesses, ind ividuals, and 
specia l interest groups, have been com plete ly elim inated.

FAX NO. 907 283 3075 P. 02

Alaska State Legislature

House State Affairs 
committee name

, d a te d  F e b ru a ry  1 4 ,2 0 0 2

In the past two w eeks a lone the A la ska  Legislature has cons idered  spend ing bills with a price tag of 
over one B ILLIO N  dollars, the majority of which provide funding for spec ia l in terest groups or non- 
essentia l state governm ent spending. Th is  m oney would be m uch better utilized e lsewhere, o r better 
yet, put aw ay fo r future funding of essen tia l state serv ices,

A  $7.5 B ILLION  do lla r budget am ounts to our state governm ent spend ing ove r $12,000.00 for every 
man, woman, and  ch ild  in A laska . A t this rate, spend ing for a  fam ily of s ix  am ounts to over 
$72,000.00! F o r each  working person, this level of spend ing am ounts to ove r $26,000 each. That’s  a  
lot of tax money! I want to know  how m any average working peop le  and sm a ll bus iness owners will 
be able to afford living here once the oil p ipeline goes dry?

Taxes are N O T  the answer, a t this time, to our state budget woes; cutting non-essentia l spend ing IS. 
In my opin ion H B  10 does nothing m ore than to encourage continued uncontrolled excess ive  
governm ent spending.

No informed A la skan  citizen will se rious ly  cons ider any new taxes until a ll pub lic  funds given to 
private bus inesses, individuals, and spec ia l interest groups have been com plete ly elim inated. O u r 
m oney would be  better spent funding present and future essen tia l governm ent se rv ices such  as 
education, roads, pub lic  health & safety. Until you reach that point, don't com e to me ask ing  fo r more 
money.

P le a se  show  true leadersh ip  at this difficult time, by voting N O  on H B  10.

Thank you.

Signed: Mike McBride_____________________________________________________
Testifier

 Self_____________________________________________________________________________________
Representing (optional)

P Q Box 6 Kenai, Alaska 99611-0006___________________________________________________
Address

907 776 5444 
Phone number



FAX NO. 907 283 3075

Alaska State Legislature

Please enter into the record my testimony to the House State Affairs
committee name

Committee o n   HB 199   , dated Februaiy 14,2002____________
b ill#  /subject

I would like to go on record as being OPPOSED to HB 199. Please do NOT seriously consider this or 
any new funding source (TAXES) until all public funds given to private businesses, Individuals, and 
special interest groups, have been completely eliminated.

In the past two weeks alone the Alaska Legislature has considered spending bills with a price tag of 
over one BILLION dollars, the majority of which provide funding for special interest groups or non- 
essential state government spending. This money would be much better utilized elsewhere, or better 
yet, put away for future funding of essential state sen/ices.

A $7.5 BILLION dollar budget amounts to our state government spending over $12,000.00 for every 
man, woman, and child In Alaska. At this rate, spending for a family of six amounts to over 
$72,000.00! For each working person, this level of spending amounts to over $26,000 each. That's a 
lot of tax money! I want to know how many average working people and small business owners will 
be able to afford living here once the oil pipeline goes dry?

Taxes are NOT the answer, at this time, to our state budget woes; cutting non-essential spending IS.
In my opinion HB 199 does nothing more than to encourage continued uncontrolled excessive 
government spending.

No Informed citizen of Alaska will seriously consider any new taxes until all public funds used for non- 
essential spending have been completely eliminated. Our money should ONLY be spent funding 
present and future essential government services such as education, roads, public health & safety.
Until you reach that point, do not come to me asking for more money.

Please show true leadership at this difficult time, by voting NO on HB 199,

Thank you,

Signed: Mike McBride
Testifier

. Self
Representing (optional)

P 0  Box 6 Kenai, Alaska 99611-0006
Address

9.07 776 5444 
Phone number



A l a s k a  S t a t e  L e g i s l a t u r e

P u b l i c  O p i n i o n  M e s s a g e s

M r s .  M a d e l e i n e  D  B e tz ,  
6 6 6  1 1 th A v e n u e  2 0 5  

6 6  I I th  A v e  # 2 0 5  
Fairbanks,  A K  9 9 7 0 1  

Phone: - 
E-mail:

C onstituency : N  
D istribution: 2 
Affiliation: T a n a n a  V a lle y  L e a g u e  o f  W o m e n  V o t  
Reg Voter: Y

Subject/B ill B U D G ET

I s u p p o r t  e x p lo r i n g  a d d i t i o n a l  s o u r c e s  o f  r e v e n u e  to  fund  S ta te  
g o v e r n m e n t  b e s id e s  oil r e v e n u e .  P l e a s e  l o o k  in to  in s t i tu t io n  a  ta x  o n  
c i th e r  i n c o m e  o r  s a l e s  o f  g o o d s .  L e t  ^ a r t i s a n  id e o lo g y  by  th e  w a y s id e  
a n d  c o n s i d e r  w h a t  is b e s t  fo r  all  A la s k a n s .
Date Sent: 0 2 /1 1 /2 0 0 2

;rs

P h y l l i s  O g a r ,
3221  D o u g la s  H W Y  

Ju n e a u ,  A K  9 9 8 0 1  
Phone: - 
E-mail:

C o nstituency : N  
D istribution: 60 
Affiliation:
Reg Voter: U

Subject/B ill T A X A T I O N

I o p p o s e  s ta te  i n c o m e  tax .  C o s t  o f  l iv in g  e x t r e m e ly  h ig h  h e re .  A s  re t i ree  
l iv in g  h e re  y e a r  r o u n d  a d d e d  e x p e n s e s  w o u ld  r e d u c e  m y  p u r c h a s i n g  
p o w e r .  I w o u ld  h a v e  less  m o n e y  to  p u t  b a c k  in to  e c o n o m y .  A l a s k a  

o f f e r s  p e rk s  w h ic h  a l l o w  re t i r e e s  to  r e m a in  in A la s k a .  P le a s e  c o n s i d e r  
r e ta in in g  o u r  o l d e r  p o p u l a t i o n  by  o p p o s i n g  s ta te  i n c o m e  tax .
Date Sent: 0 2 / 1 2 /2 0 0 2

t i c l i a n '  L  H u t c h i s o n ,  

5o  B o x  8 4 9 0 9  
1919  L a th r o p  S t  # 1 0 1  
F a i rb a t  ks,  A K  9 9 7 0 8  

Phone: - 
E-mail:

C o nstituency : N  
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill F isc a l  G a p

If  th e  n a tu re  o f  f u n d in g  fo r  s t a te  g o v e r n m e n t  a n d  s e r v i c e s  is g o i n g  to  be 
m o d if i e d  I s t r o n g ly  feel th a t  all  A l a s k a n s  s h o u ld  s h a r e  in the  

r e sp o n s ib i l i ty .  T h e r e f o r e  th e  p e r m a n e n t  fu n d  s h o u ld  be  u t i l i z e d  n o t  a  
s ta te  in c o m e  tax.

Date Sent: 0 2 /1 2 /2 0 0 2

Lancc R  Jordan,

4 13 0  C r a n n o g  St 
A n c h o r a g e ,  A K  9 9 5 0 2  

Phone: - 
E-mail:

C onstituency : N  
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

C u t  s ta te  s p e n d i n g  in all a r e a s  b y  1 th i rd  b e f o re  y o u  a d d  tax e s .  T h a t  a lso  
in c lu d e s  c u t t i n g  o u r  P F D  p e r c e n t a g e  by  I th i rd  m y  u n d e r s t a n d i n g  is o u r  
s ta te  s p e n d s  o v e r  d o u b l e  the  n e x t  h ig h e s t  s t a te  as fa r  a s  p e r  c a p i t a  
sp e n d in g  b y  s t a te  g o v e r n m e n t  le ts  d r o p  th a t  d o w n  to  a  l ittle  m o r e  th an  
the  n ex t  h ig h es t .

Date Sent: 0 2 / 1 2 /2 0 0 2
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Cheryl A Keepers,
Po  B o x  7 4 8 9 8  
B 981  F a h r e n k a m p  A v e  
F a i r b a n k s ,  A K  9 9 7 0 7  

Phone :- 
E-mail:

C onstituency : N  
D istribution: 9 
Affiliation:
Reg Voter: Y

Subject/B ill H B  3 6 7  O p p o s e s

D e n a l i  K id  C a r e  is a  vita l  s u p p o r t  fo r  fa m i l ie s  t h a t  s a v e s  A l a s k a  m o n e y  
in the  lo g  run .  R e m e m b e r  the  o ld  s a y in g a n  o u n c e  o f  p r e v e n t io n  is  w o r th  
a p o u n d  o f  c u r e " ?  It"s s t i ll  ture.  I u rg e  y o u  to  d e f e a t  th is  b i l l ."

D a te  S e n t :  0 2 / 1 2 /2 0 0 2

M r. C hristopher B D ewitt,
P o  B o x  2 4 0 6 9 4  
J u n e a u ,  A K  9 9 8 0 1

Phone: 3 6 4 - 1 5 5 4  

E-mail: c d e w i t t @ b lm .a k .g o v

C onstituency : N  
D istribution: 60 
Affiliation: M y s e lf  
Reg Voter: Y

Subject/B ill T A X A T I O N

I o p p o s e  a  s t a te  i n c o m e  tax .  I s u p p o r t  l iq u o r  tax  p e r  d r i n k  l im i te d  lu x u ry  
sa les  tax  a n d  r e m o v i n g  P D F  p a y o f f  i f  it w a s  u se d  to  b a la n c e  the  b u d g e t .  
In s te ad  o f  s u b s id i s in g  the  fed e ra l  g o v e r n m e n t  k e e p  it a n d  b a l a n c e  th e  
b u d g e t .  M y  s u p p o r t  fo r  th e s e  is su es  w o u ld  h a v e  to i n c lu d e  a  s p e n d i n g  

a n d  b a la n c e d  b u d g e t  bill .

Date Sent: 0 2 / 1 2 /2 0 0 2

£dna A Resari,
1031 N o r th  S ta r  S t  

40 3 1  N o r th  S ta r  St 
A n c h o r a g e ,  A K  9 9 5 0 3  

Phone :- 
E-mail:

C onstituency : N  
D istribution: 8 
Affiliation:
Reg Voter: Y

Subject/B ill H B  3 6 7  O p p o s e s

I w ish  to o p p o s e  H B  3 6 7  r e g a r d in g  D e n a l i  K id  C a re .  I"m  a  s c h o o l  n u r se  

an d  s e e  m a n y  c h i ld r e n  b e n e f i t i n g  f ro m  th is  p r o g r a m .

D a te  S e n t :  0 2 / 1 2 /2 0 0 2

M r. Gregg L Ash will,
2 2 1 2  C l i f f  C l  
2 2 1 2  C l i f f  C t  

A n c h o r a g e ,  A K  9 9 5 1 7  

Phone: -
E-mail: a i r m a n @ a l a s k a . c o m

C onstituency : N 
D istribution: 40 
Affiliation:
Reg Voter: Y

Subject/B ill S B  2 5 8  O p p o s e s

1 a d a m a n t ly  o p p o s e  a n y  k in d  o f  tax  o n  A la s k a  b u s in e s se s .  T h i s  will  

d i s c o u r a g e  b u s in e s s  s ta r tu p s .  R e d u c e  the  S ta te  b u d g e t  to a r e a s o n a b le "  
n u m b e r .  T h e  s p e n d i n g  in th is  S ta te  is rc d ic u lo u s ."

Date Sent: 0 2 / 1 2 /2 0 0 2
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mailto:cdewitt@blm.ak.gov
mailto:airman@alaska.com


A l a s k a  S t a t e  L e g i s l a t u r e

P u b l i c ;  O p i n i o n  M e s s a g e s

J a m e s  C  W e i d n e r ,
5 4 7 9  C h c n a  H o t  S p r in g s  R d  
E479 C h e n a  H o t  S p r i n g s  R d  
F a i rb a n k s ,  A K  9 9 7 1 2  

Phone: - 
E-mail:

C on stitu en cy : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

I s u p p o r t  a c tu a l ly  c u t t in g  the  b u d g e t .  T h e r e  is no  n e e d  fo r  a n y  o f  th ese  
taxes .  C o s t  o f  o p e r a t in g  the  S ta te  o f  A la sk a " s  g o v e r n m e n t  is m o r e  than  
o th e r  s t a te s  su c h  a s  W y o m i n g  Id a h o  N o r th  D a k o ta .

D a t e  S e n t :  0 2 / 1 2 /2 0 0 2

K a t h l e e n  A  L a w t o n ,

11435  M a u s e l  R d  
1 1435 M a u s e l  R d  
E ag le  R iv e r ,  A K  9 9 5 7 7  

Phone: - 
E-mail:

C on stitu en cy : N 
D istribution: 60 
Affiliation:
R eg Voter: Y

Subject/B ill H B  66  O p p o s e s

A ls o  S B  14. A s  a  so i l  c h e m is t  p la n t  p h y s io lo g is t  a n d  e n v i r o n m e n ta l  
sp e c ia l i s t  I b e l i e v e  the P e s t ic id e  R ig h t  to K n o w  bill  is a  w a s t e  o f  

A la sk a " s  t im e  a n d  m o n e y  a t  this t im e .  I r e s p e c t  R e p r e s e n ta t i v e  C is sn a " s  
e f fo r t s  b u t  this b ill  is no t  n e ed e d .  P le a s e  c h o o s e  to s p e n d  th a t  m o n e y  
e ls e w h e re .

Date Sent: 0 2 /1 2 /2 0 0 2

(!r. T h o m a s  R  K e l ly ,
Tl 11 P a s s a g e  W y  
A n c h o r a g e ,  A K  9 9 5 1 6

Phone: 2 6 9 - 8 0 4 0  

E-mail: k e l l y t @ k a t e w w d b . c o m

C o n stitu en cy : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill H B  2 5 8  O p p o s e s

A s  a  b u s in e s s  o w n e r  I s t ro n g ly  o p p o s e  the  i n t r o d u c t io n  o f  th is  
l eg is la t io n .  A n d  I w o u ld  u rg e  y o u  to  v o te  a g a in s t  th is  p r o p o s e d  c h a n g e  

w h ic h  w o u ld  tax  b u s in e s se s  on  g r o s s  r e v e n u e .  A n o th e r  e x a m p l e  o f  
t ry in g  to  ta x  p e o p le  w h o  a rc  t ry in g  to be  p ro d u c t iv e .

Date Sent: 0 2 / 1 2 /2 0 0 2

C l i f f o r d  E  B o n e r ,

H e  6 0  B o x  2 4 6 5  
H e  6 0  B o x  2 4 6 5  
C o p p e r  C e n te r ,  A K  9 9 5 7 3  

Phone: - 
E-mail:

C o n stitu en cy : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill S C R  25 O p p o s e s

W h o  is g o i n g  to p a y  the bill  fo r  a  law su i t  to  c h a n g e  A N IL C A '. ’ E i th e r  d o  
y o u r  j o b  o r  g e t  o u t  o f  d o d g e !

D a t e  S e n t :  0 2 / 1 2 /2 0 0 2  ”

Public Opionion Messages Received, 2/13/2002 Page 4

mailto:kellyt@katewwdb.com


A l a s k a  S t a t e  L e g i s l a t u r e

P u b l i c  O p i n i o n  M e s s a g e s

K e n n e t h  J  M e a r s ,  
1941 W ic k e r s h a n i  D r« J 9 4 1  W ic k e r s h a m  D r  
A n c h o r a g e ,  A K  9 9 5 0 7  

Phone: - 
E-mail:

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

C o n t r ib u t io n s  f ro m  n o n - re s id e n t  g u id e s  f i s h e r m a n  a n d  lo d g e s  w h o  h a v e  

p r io r i ty  o v e r  u rb a n  a n d  ru ra l  r e s id en ts  a r e  h a r d  to  g e t  w i th  th e i r  v e ry  
sh a rp  p e n c i l s .  A  g r o s s  r e n e w a b le  r e s o u r c e  b u s in e s s  tax  w i th  l ib e ra l  
r e s id e n t  c r e d i t s  c o u ld  d o  it. T h e  s ta te  A G  h a d  p r e v io u s ly  w i l le d  th is  
p o s s ib i l i ty  as  the  m o n e y  is no t  sp e n t  he re .

D a te  S e n t :  02/12/2002

Jerom e R M oore,
Po B o x  140223  
P o  B o x  1402 2 3  
A n c h o r a g e ,  A K  9 9 5 1 4 - 0 2 2 3  

Phone: - 
E-mail:

C onstituency : N  
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T O U R I S M

I a m  a g a i n s t  the  p r o p o s e d  $ 6 m il l io n  a d s  fo r  the  t o u r i s m  in d u s t ry .  T h e r e  
a rc  no  g u a r a n t e e s  fo r  a n y  re tu rn  o n  the  m o n e y  s p e n t .  T h e  e c o n o m y  is 
bad  a lo t  o f  fo lk s  a rc  p u t t in g  o f f  t rave l  p lan s .  T h e  m a j o r  a m o u n t  o f  the  
m o n e y  is s p e n t  in the  c o m p a n y  b u s in e sse s .

Date Sent: 0 2 / 1 2 /2 0 0 2

p i s .  M i c h e l l e  s  T a b l e r ,

*33241 V e i n  D r  

13241 V e i  n D r  
A n c h o r a g e ,  A  K  9 9 5 1 6

Phone: 2 7 4 - 2 8 8 6  

E - m a i l :  i n t a b l e r @ a l a s k a .n e t

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

I a m  V E R Y  o p p o s e d  to a  s ta te  in c o m e  tax .  U s e  the  P e r m a n e n t  F u n d  

F I R S T  fo r  s t a te  g o v e r n m e n t  - th a t  is w h a t  the  F u n d  w a s  se t  up  for. 
D on" t  tax  m y  i n c o m e  w h i le  th o u s a n d s  o f  p e o p 'e  w h o  d o n " t  w o r k  w o n ' t  

p a y  the  ta x  A N D  still  r e c e iv e  th e i r  P e r m a n e n t  F u n d  c h e c k s .  M ic h e l l e  
T a b le r

D a te  S e n t :  0 2 /1 2 /2 0 0 2

Linda E Sisson,
129 P a r k w o o d  C ir  
129 P a r k w o o d  C i r  
S o ld o tn a ,  A K  9 9 6 6 9  

Phone: -
E-mail: j s i s s o n @ id e a f a m i l i e s .o r g

C onstituency : N 
D istribution: 59 
Affiliation: S is s o n  H o m c s c h o o l 
Reg Voter: Y

@ _____________________________________________

Subject/B ill E D U C A T I O N

T h e  p r o p o s e d  r e g u la t i o n s  by  D .E .E .D .  r e g a r d in g  r e s t r i c t i o n s  o n  the  u se  

o f  p r iv a te ly  p u r c h a s e d  c u r r i c u la r  m a t e r i a ! [ 4 A A C 3 3 . 4 2 l ( d )
4 A A C 3 3 . 4 2 l ( e (  I ) a n d  4 A A C 3 3 .4 2 l ( g ) ( 2 ) ]  N E E D  T O  B E  
R E - W R I T T E N !  W e  h a v e  a  c o n s t i tu t io n a l  r ig h t  to u se  C h r i s t ia n  

c u r r i c u lu m  p u r c h a s e d  w ith  p r iv a te  funds .  T h i s  r e g u la t i o n  w o u ld  p r o h i b i t  
th is  f r e e d o m .

Date Sent: 0 2 / 1 2 / 2 0 0 2
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mailto:intabler@alaska.net
mailto:jsisson@ideafamilies.org


A l a s k a  S t a t e  L e g i s l a t u r e

P u b l i c  O p i n i o n  M e s s a g e s

• Pi
s,

J e f f r e y  A  S i s s o n ,
129 P a r k w o o d  C i r  

o  B o x  3 5 8 5  
'S o ld o tn a ,  A K  9 9 6 6 9  

Phone:-
E-mail: c s i s s o n @ c o n n e c t . k p b s d .k l 2 . a k . u s

C onstituency : N 
D istribution: 20 
Affiliation:
Reg Voter: Y

Subject/B ill E D U C A T I O N

I o p p o s e  llic D . E . E .D  p r o p o s e d  r e g u la t i o n s  a f f e c t in g  h o m c s c h o o l i n g  in 
A la sk a .  T h e s e  r e g u la t i o n s  i f  a l l o w e d  to  p a s s  w o u ld  d e v a s t a t e  I .D .E .A .  
and  o t h e r  h o m e s c h o o l i n g  p r o g r a m s  in A la s k a .  T H E S E  
R E G U L A T I O N S  N E E D  T O  B E  R E C O N S I D E R E D .  H o m e s c h o o l i n g  is 
a w o n d e r fu l  a l t e rn a t iv e  e d u c a t io n a l  s y s te m  a n d  it w o u ld  he  t o o  b a d  to 
lo o se  it.
Date Sent: 0 2 / 1 2 / 2 0 0 2

L e o r a  A  P o o l e r ,  
P o  B o x  7 1 4  
P o  B o x  7 1 4  
S te r l in g ,  A K  9 9 6 7 2  

Phone: - 
E-mail:

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

Is it th e  w a t e r  in J u n e a u ?  H a v e  y o u  g u y s  g o n e  c r a z y ?  A ll  w e  h e a r  
c o m i n g  o u t  o f  J u n e a u  is tax es  tax e s  tax es!  H o w  c a n  y o u  D R E A M  o f  
tax e s  a n d  a p p r o p r i a t e  t o u r i s m  S 6 M ?  B e  a d v i s e d :  p e o p le  a re  w a tc h in g  

V E R Y  c a re fu l ly .  I g a u r a n te c  tax  s u p p o r t e r s  a re  s e r v in g  th e i r  las t  t e r m  in 
Ju n e a u .

Date Sent: 02/13/2002

I r .  M i c h a e l  K  S e g e i h o r s t ,  

3 9 1 0  Im ag e  D r  
A n c h o r a g e .  A K  9 9 5 0 4

Phone: 3 3 - 8 7 8 8  

E-mail:

C onstituency : N 
D istribution: 27 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

S to p  t a k in g  d i r e c t io n  f ro m  the  A n c h o r a g e  D a i ly  N e w s .  L is te n  to  p e o p le  
and  re a d  the  p o l ls .  S p e n d in g  c u ts  a n d  s p e n d i n g  c a p  a rc  n e e d e d  first .  N o  
n e w  ta x e s y c t" .  R e m e m b e r  y o u  w e re  e le c t e d  g e n e r a l ly  a s  fiscal 
c o n s e rv a t iv e s .  P l e a s e  k e e p  y o u r  p r o m is e s  a n d  r e m e m b e r  il"s an  e le c t i o n

year ."
Date Sent: 02/13/2002

JfiW -

L a p r i e l  C  S t e p h a n ,

Po  B o x  1 12114  
Po  B o x  1 12114  
A n c h o r a g e ,  A K  9 9 5 1 1 - 2 1 1 4  

Phone: - 
E-mail:

C onstituency : N 
D istribution: 18 
Affiliation:
Reg Voter: Y

Subject/B ill H B  3 0 3  O p p o s e s

B ad  bill  H B  3 0 3  the  sa le s  tax  p r o p o s a l .  Y o u f r e  d e f in i t e ly  m o r e  a p t  to 
lose  a t  the  n e x t  e le c t io n  i f  y o u  p a s s  H B  3 0 3 .  U se  the  in te re s t  f ro m  

p e r m a n e n t  fu n d  i f  n e c e s s a ry  c u t  g iv e - a w a y  p r o g r a m s  a n d  so c ia l  
s r  v ice s .  D id n " t  n e e d  to g iv e  m o n e y  to  A N W R  a d v e r t i s in g  

Date Sent: 0 2 / 1 3 /2 0 0 2 ^
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mailto:csisson@connect.kpbsd.kl2.ak.us


A l a s k a  S t a t e  L e g i s l a t u r e

P u b l i c  O p i n i o n  M e s s a g e s

D r .  T h o m a s .  N  D a v i s ,
3 7 5  M i l l e r  H ill  R D  

a i r b a n k s ,  A K  9 9 7 0 9  
Phone: -
E-mail: n c i i d a v s @ m o s q u i to n e t . c o m

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: U

Subject/B ill T A X A T I O N

I s t r o n g ly  s u p p o r '  r e in s ta te m e n t  o f  the  A l a s k a  I n c o m e  T a x  as  p r o p o s e d  
by G o v e r n o r  K n o w le s .  I s t ro n g ly  o p p o s e  im p o s i t i o n  o f  a  s a l e s  tax .  T .  
N e i l  D a v is  V o t e r  ID  0 0 0 9 0 9 5 9 .

Date Sent: 0 2 /1 3 /2 0 0 2

M r .  L e r o y  K  S m i t h ,
1 0 0 3 0  G e b h a r t  D R  

A n c h o r a g e .  A K  9 9 5 1 5
Phone: 2 4 8 - 8 3 7 5  

E-mail: l s p a r a @ a c s a l a s k a .n e t

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: U

Subject/B ill T A X A T I O N

I s u p p o r t  a  s e a s o n a l  sa le s  tax  - e v e r y b o d y  p a y s  i n c lu d in g  to u r is t s  u s in g  
in f ra s t ru c tu re .  R e g a r d i n g  m u n ic ip a l  o r  b o r o u g h  o b j e c t io n s  s h a r e  it. A  6 
p e rc e n t  sa le s  tax  w i th  I p e rc e n t  to the  m u n c ip a l i l i e s  v i l l a g e  o r  b o r o u g h  

c o l l e c t in g  it.

Date Sent: 0 2 / 1 3 / 2 0 0 2

J a n e t  L e r n i r e ,

5o  B o x  2 9 3  
Po  B o x  2 9 3
K la w o c k ,  A K  9 9 9 2 5 - 0 2 9 3  

Phone: 8 2 6 - 3 0 0 7  

E-mail: l c m i r e c h a r t c r s @ y a h o o .c o m

C onstituency : N 
D istribution: 60 
Affiliation:
Reg Voter: Y

Subject/B ill T A X A T I O N

A n y  k in d  o f  t a x a t io n  is n o t  a g o o d  idea .  T h e  e c o n o m y  is n o t  g o o d  n o w  
a n d  w e  A l a s k a n s  w h o  a re  left a re  s t r u g g l in g  e n o u g h  a s  it is. F a c e  rea l i ty  

a n d  c u t  s p e n d in g .

Date Sent: 0 2 / 1 3 /2 0 0 2

M r .  B r e t  VV K u n k l c ,
1901 M c C o r m i c k  R D  

N o r th  P o le ,  A K  9 9 7 0 5  

Phone: - 
E-mail:

C on stitu en cy : N 
D istribution: 60 
Affiliation:
Reg Voter: U

Subject/B ill T A X A T I O N

R ep.  K o h r in g " s  r e c e n t ly  r e le a s e d  a p p r o a c h  to c u r e  the  Fiscal p r o b l e m s  

o f  s t a te  g o v e r n m e n t  b y  s h r in k in g  the  s iz e  o f  g o v e r n m e n t  r e c e iv e s  the 
full s u p p o r t  o f  m e  a n d  m y  c o - w o r k e r s  h e re  at the r e f in e r y  in N o r th  P o le  

Date Sent: 0 2 / 1 3 / 2 0 0 2
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Rc: permanent fund proposal,Reply

Subject: Re: p e rm a n e n t fu n d  p roposal,R eply  
Date: Mon, 11 Feb 2002 14:48:16 -0800 

From : "W." <william .slone@ acsalaska.net>
To: "Representative John Coghill" <Representative_John_Coghill@ legis.state.ak.us>

T h a n k s  for r e v i e w i n g  a n d  for y o u r  c o m m e n t s  

Slone

  O r i g i n a l  M e s s a g e  ------
From: " R e p r e s e n t a t i v e  J o h n  C o g h i l l "  
< R e p r e s e n t a t i v e _ J o h n „ C o g h i l l @ l e g i s . s t a t e .a k .u s > 
To: " W . " <w i l l i a m . s l o n e @ a c s a l a s k a . n e t >
Sent: Sunday, F e b r u a r y  10, 2002 6:41 PM 
Subject: Re: p e r m a n e n t  fund p r o p o s a l ,R e p l y

> Dear VI. L. Slone,
>
> Thanks fo r  the very thoughtfu l so lu t io n  to  our Permanent Fund Earnings
> usage fo r  A laskans. Much o f  what you propose would have c o n s t i tu t io n a l
> and IRS b a r r ie r  ra m ifica tio n s  tha t would be s i g n i f i c a n t . However the
> b iggest b a r r ie r  would be the p o l i t i c a l  one o f  p u b l ic  m is tru s t  and
> l e g i s l a t i v e  re luc tance  in  i n s ta l l i n g  such a complex system. An agreement
> o f  s i x t y  l e g i s la to r s  and a governor on such an is su e  would be nex t to
> im possib le .
> I  am making a copy o f  your proposal and w i l l  show i t  to some l e g i s la to r s
> and maybe th i s  could spark fu r th e r  d iscuss ion .
> Thanks fo r  the time you have put in to  t h i s  idea, I  t r u ly  respec t you
> e f f o r t .
> John Coghill
>
>

I of I 2/11/2002 2:36 PM

mailto:william.slone@acsalaska.net
mailto:Representative_John_Coghill@legis.state.ak.us
mailto:Coghill@legis.state.ak.us
mailto:william.slone@acsalaska.net


State Budget

S ubject: S ta te  B udget
D ate: Mon, 11 Feb 2002 12:52:35 -0900 

From : Delia Call <deliac@ ciri.com >
To: "'Representative_John_Coghill@ legis.state.ak.us'" <Representative_John_CoghilI@ iegis.state.ak

Rep. C o g h i l l :  I'll k e e p  this short.
He r e ' s  w h a t  t h i s  a n d  m a n y  h a r d w o r k i n g  A l a s k a n s  want:
-cut s p e n d i n g  b y  c r e a t i n g  e f f i c i e n c i e s  in S t a t e  g o v e r n m e n t  o f f i c e s  
- r e q u i r e  s t a t e  w o r k e r s  w h o  a r e  f r eq u e n t  flyers to us e  m i l e a g e  p l a n  m i l e s  
t o w a r d s  s t a t e - r e l a t e d  travel, n o t  p e r s o n a l  use.
-cap or e l i m i n a t e  perm, fund
-if a tax is n e e d e d  to c l o s e  the gap, let it be a s a l e s tax.
T w o  of the t h r e e  a b o v e  w o u l d  a f f e c t  m e  - as a r e c e i v e r  of perm, f u n d  a n d  as 
a b u s i n e s s  m a n a g e r  in c o l l e c t i n g  taxes. B o t h  w o u l d  be b u r d e n s om e ,  however, 
there is n o  l o g i c  to d i s t r i b u t i n g  perm, fun d c h e c k s  a n d  c o l l e c t i n g  i n c o m e  
taxes f r o m  t h o s e  of us w o r k  h a r d  to s u p p o r t  o u r s e l v e s  a n d  our families.
T h a n k  you,
D e l i a  Cal l  
A n c h o r a g e  c i t i z e n  
508 L y n w o o d  Dr., Apt. B 
Ancho r a g e ,  A K  9 9518
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S ub jec t: D E F IC IT
D ate: Mon, 11 Feb 2002 14:55:40 -0600

F rom : "Grawunder, Phillip L." <Phillip.Grawunder@ BakerPetrolite.coni>
To: "'Representative_John_CoghiIl@ legis.state.ak.us'" <Representative_John_Coghill@ legis.state.ak

Rep. C o g h i ll ;
P l e a s e  f o r w a r d  m y  p o s i t i o n  to o t h e r s  w h o  w i l l  listen. Kee p  up the g o o d  
f i g h t !

J U S T  S O L V E  T H E  P R O B L E M

If ou r  d e f i c i t  is $1S. Cu t s p e n d i n g .  W h y  is it t ha t  all e l e c t e d  
r e p r e s e n t a t i v e ,  w h e t h e r  s t a t e  o r  federal, r e f u s e  to u n d e r s t a n d  this w h e n  
t hey a r e  s p e n d i n g  s o m e o n e  e l s e ' s  m o n e y ?

If it's y o u r  p e r s o n a l  finances, w h a t  do y o u  do w h e n  y o u r  i n c o m e  d r o p s ?  You 
cut y o u r  s p e n d i ng .
W h y  is this so h a r d  to u n d e r s t a n d ,  w h e n  it r e l a t e s  to g o v e r n m e n t ?

A  P l a n  T h a t  W o u l d  Work:
1. C u t  P e r m a n e n t  F u n d  D i v i d e n d  p a y m e n t s  to e v e r y o n e  in the state.

I n i t i a t i n g  a S t a t e  I n c o m e  T a x  in Alaska, w h i l e  g i v i n g  a w a y  
m o n e y  to al l  c i t i z e n s  of the s t a t e  is ludic r o u s !  W e  as c i t i z e n s  of the 
s t a t e D O  M O T  D E S E R V E  a P e r m a n e n t  F u n d  D i v i d e n d ,  w h e n  the states' e x p e n s e s  
ar e  a lm o s t  t w i c e  as m u c h  as i t ’s re v e n u e s .  In fact w e  d on't d e s e r v e  a PFD 
u n d e r  a n y  c i r c u m s t a n c e s .  T h e  o n l y  r e a s o n  o u r  represexitatives h a v e n ' t  v o t e d  
to repel it is b e c a u s e  t h e y  w o u l d  b e  u n p o p u l a r  a n d  al l  t hey w a n t  is to get
r e - e l e c t e d - N O T  do w h a t  is r i g h t  for the state!

2. I n i t i a t e  a 5% St a t e  s a l e s  t a x - i t  is the o n l y  fair tax, a n d  w e  get 
t o u r is t s  to p a y  also. E v e r y o n e  pays, u n l i k e  a n  i n c o m e  tax w h e r e  o n l y  those 
that w o r k  pay.

3. Cu t  S t a t e  S p e n d i n g  to b a l a n c e  the b u d g e t  this a n d  e v e r y  year, 
r e g a r d l e s s  the i m p a c t  on s t a c e  s e r v i c e s .  I d o n ' t  h a v e  the a ct u a l  v o l u m e  
that SI & #2 a b o v e  wil l  pul l  into the t r e a s u r y - b u t  y o u  do. W h a t e v e r  the 
amount, c u t  a n  a d e q u a t e  a m o u n t  f r o m  s p e n d i n g  to b a l a n c e  the budget, w i t h o u t  
p u l l i n g  it fr o m  reserves. Yes, it w i l l  h u r t  m a n y  people, but if w e  d o n ' t  
h a v e  the m o n e y - w e  d o n ’t ha v e  the money.

T h i n k  a b o u t  w h y  s t a t e  r e v e n u e s  a r e  d o w n - p r o d u c t i o n  is down, a n d  it wil l
c o n t i n u e  to d e c l i n e  at a ra t e  of 5 %  it i s n ' t  c o m i n g  back. T h e  o n l y  w a y  to
g e t  r e v e n u e  b a c k  to p r e v i o u s l y  h i g h  l e v e l s  is to p r o d u c e  ANWR.

It's l u d i c r o u s  to t h i n k that the l e g i s l a t u r e  is w i l l i n g  to s p e n d  $ 1 2 M M  on 
p r o m o t i n g  tourism, w h e n  y o u ' r e  o n l y  w i l l i n g  to s p e n d  S I M M  on p r o m o t i n g  ANWR. 
T h e  b u d g e t  c a n ' t  b e  b a l a n c e d  w i t h  t o u r i s m  u n l e s s  y o u  tax e a c h  t o u r is t  
t h o u s a n d s  of d o l l a r s  to c o m e  to Alaska!

S o l v i n g  this p r o b l e m  will no t  be e a s y  or p l e a s a n t .  But y o u  w e r e n ' t  e l e c t e d
to get p a i d  a n d  n ot  do w h a t  is r i g h t - w e  w a n t  s o l u t i o n s .  In b u s i n e s s  if yo u
d o n ' t  p e r f o r m - y o u  get fired.

If y o u  d o n ' t  p e r f o r m  we  w i l l  do e v e r y t h i n g  w e  c a n  to e l e c t  s o m e o n e  else. We 
d o n ' t  w a n t  e x c u s e s  we w an t  y o u  to d o  w h a t  is right. A n d  yes, yo u  m i g h t  not 
get r e - e l e c t e d  if y o u  do s o l v e  the p r o b l e m - b u t  y o u  w i l l  k n o w  that y o u  did 
s o m e t h i n g  y o u  c a n  be p r o u d  of the r e s t  of y o u r  life. You w ill a ls o  k n o w  
that those b e f o r e  y o u  d i d n ' t  h a v e  the g uts to do the right t h i n g  , but you 
did.

A concerned citizen;

I o f 2 2/11/2002 2:35 PM
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H o m e  34 5 - 4 9 5 3
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Phil G r a w u n d e r  
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A r e a  M g r .
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S T A T E  INDIVIDUAL I N C O M E  T A X E S
(Tax rates for tax yea r 2002 -- as o f January 1 ,2002 )

TAX RATE RANG E N um ber FEDERAL
(in percents) o f IN CO M E BR ACKETS PER SO N AL EXEM PTIO N S INCOME TAX

Low H igh B racket; Lowest________ Highest______ Single M arried lependents DEDUCTIBLE
ALA BA M A 2.0 - 5.0 3 500 (b) 3,000 (b) 1,500 3,000 300 •

ALASKA No S late Incom e Tax
A R IZO N A 2.87 - 5.04 5 10,000 (b) - 150,000 (b) 2,100 4,200 2,300
AR KAN SAS 1.0 - 7.0 (e) 6 2,999 25,000 20 (c) 40 (c) 20 (c)
C A LIFO RN IA  (a) 1.0 - 9.3 6 5.748 (b) -  37.725 (b) 79 (C) 158 (c) 247 (C)
C O LO R A D O 4.63 1 -— -Flat: ra te— — -------N o n e - ---------------

C O N N EC TIC U T 3.0 - 4.5 2 10,000 (b) 10,000 (b) 12,000 (0 24,000 (0 0
D ELAW AR E 2.2 - 5.95 7 5,000 60,000 110 (c) 220 (c) 110 (c)
FLO RIDA No State Incom e Tax
G E O R G IA 1.0 - 6.0 6 750 (g) 7,000 (g) 2,700 5,400 2,700
HAW AII 1.4 - 8.3 8 2,000 (b) 40,000 (b) 1,040 2,080 1,040
IDAHO 0.6 - 7.8 8 1,000 (h) - 20 ,000 (h) 2,900 (d) 5,800 (d) 2,900 (d)
ILLINOIS 3.0 1 — Flat ra te— 2,000 4,000 2,000
INDIANA 3.4 1 ...... Flat ra le — 1,000 2,000 1,000
IOW A (a) 0.36 - 8.98 9 1,211 54,495 40 (c) 8 0 (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 2 0 (c ) 40 (c) 20 (c)
LO UISIAN A 2.0 - 6.0 3 10 .000 (b ) ■ 50 .000(b) 4,500 (i) 9 ,000 (i) 1,000 (i) •

M AINE (a) 2.0 - 8.5 4 4 .1 5 0 (b ) • 16.5C0 (b) 2,850 5,700 2,850
M AR YLAND 2.0 - 4.75 4 1.000 3.000 2.400 4,800 2.400
M ASSAC H U SETTS 5.0 1 - — Flat ra te— 4,400 8.800 1,000
M IC HIG AN  (a) 4.1 (j) 1 — Flat ra te— 2,800 5,600 2,800
M IN N E S O TA  (a) 5.35 - 7.85 3 18,710 (k) - 61,461 (k) 2,900 (d) 5,800 (d) 2,900 (d)
M ISSISSIPPI 3.0 - 5.0 3 5,000 10,000 6,000 12,000 1,500
M ISSOURI 1.5 - 6.0 10 1,000 9,000 2.100 4,200 2,100 *(S)
M O N TAN A  (a) 2.0 - 11.0 10 2,200 75,400 1,720 3,440 1,720
N EBR ASKA (a) 2.51 - 6.68 4 2,400 (I) - 26 ,500 (I) 94 (c) 188 (c) 94 (c)
N EVADA No State Incom e Tax
NEW  H A M P SH IR E S late Incom e Tax is Lim ited to D ividends and Interest Incom e Only.
NEW  JERSEY 1.4 - 6.37 6 20.000 m) • 75.000 m) 1.000 2.000 1,500
NEW  M EXIC O 1.7 • 8.2 7 5,500 (n) - 65,000 (n) 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 C A R O LIN A  (o) 6.0 - 8.25 4 12,750 (o) - 120,000 (o) 2,900 (d) 5,800 (d) 2,900 (d)
NORTH D A KO TA 2.1 - 5.54 (p) 5 27,050 (p) - 297,350 (p) 2,900 (d) 5,800 (d) 2,900 (d) (p)
OH IO  (a) 0.743 - 7.5 q) 9 5,000 200,000 1,150 (q) 2 .300 q) 1,150 (q)
O KLAH O M A 0.5 - 6.65 (r) 8 t.OOO 10,000 1,000 2,000 1,000 ' ( 0
O R EG O N  (a) 5.0 • 9.0 3 2 .3 5 0 (b ) - 5 ,850 (b) 132 (c) 264 (c) 132 (c) * (s )
P EN N SYLVAN IA 2.8 1 ...... Flat ra te....... ------------ — N one— - ------------

R HO DE ISLAND 25.0%  Federal tax liab ility  (t) . . . . . . . . . . . .

SOUTH C A R O LIN A  (a) 2.5 • 7.0 6 2.400 12,000 2,900 (d) 5,800 (d) 2,900 (d)
SOUTH D A KO TA No State Incom e Tax
TE N N E SS E E State Incom e T ax  is  L im ited to D ividends iand Interest Incom e Only.
TEXAS No State Incom e Tax
UTAH (a) 2.30 - 7.0 6 8 6 3 (b ) - 4 .313(b ) 2,175 (d) 4 ,350 (d) 2.175 (d) Mu)
VER M O N T 24.0%  Federal tax liab ility  (t) — — — —

VIRG IN IA 2.0 - 5.75 4 3,000 17,000 800 1,600 800
W ASHIN G TO N No State IIncome Tax
W ES T V IR G IN IA 3.0 - 6.5 5 10,000 60,000 2,000 4,000 2,000
W ISCO NSIN 4.6 - 6 .75 (v) 4 7,500 112,500 700 1,400 400
W YO M ING No S late Ihco m e Tax

DIST. O F  C O LU M B IA  4.5 - 8 .5 w ) 3 10,000 -  40,000 1,370 2 .740 1,370

FEDERATION OF TAX ADMINISTRATORS -  FEBRUARY 2002



S T A T E  INDIVIDUAL IN COM E T A X E S ( f o o tn o t e s )

S o u rc e : T h e  F e d e ra t io n  o f T a x  A d m in is tra to rs  f ro m  v a r io u s  s o u rc e s .

(a ) S e v e n  s ta te s  h a v e  s ta tu to ry  p ro v is io n  fo r  a u to m a t ic  a d ju s tm e n t o f ta x  b ra c k e ts ,  p e rs o n a l e x e m p tio n  o r  s ta n d a rd  
d e d u c t io n s  to  th e  ra te  o f in f la t io n . M ic h ig a n , N e b ra s k a  a n d  O h io  in d e x e s  th e  p e rs o n a l e x e m p tio n  a m o u n ts  o n ly .

(b ) F o r  jo in t  re tu rn s , th e  ta x e s  a re  tw ic e  th e  ta x  im p o s e d  o n  h a lf  th e  in c o m e .

(c ) ta x  c re d its .

(d ) T h e s e  s ta te s  a llo w  p e rs o n a l e x e m p tio n  o r  s ta n d a rd  d e d u c t io n s  a s  p ro v id e d  in  th e  IR C . U ta h  a llo w s  a  p e rs o n a l 

e x e m p tio n  e q u a l to  th re e - fo u r th s  th e  fe d e ra l e x e m p tio n s .

(e ) A  s p e c ia l ta x  ta b le  is  a v a ila b le  fo r  lo w  in c o m e  ta x p a y e rs  re d u c in g  th e ir  ta x  p a y m e n ts .
(f) C o m b in e d  p e rs o n a l e x e m p tio n s  a n d  s ta n d a rd  d e d u c tio n . A n  a d d it io n a l ta x  c re d it  is  a llo w e d  ra n g in g  fro m  7 5 %  to  

0 %  b a s e d  o n  s ta te  a d ju s te d  g ro s s  in c o m e . E x e m p tio n  a m o u n ts  a re  p h a s e d  o u t fo r  h ig h e r  in c o m e  ta x p a y e rs  u n til 

th e y  a re  e l im in a te d  fo r  h o u s e h o ld s  e a rn in g  o v e r  5 5 2 ,5 0 0 .

(g ) T h e  ta x  b ra c k e ts  re p o rte d  a re  fo r  s in g le  in d iv id u a ls .  F o r  m a rr ie d  h o u s e h o ld s  f ilin g  s e p a ra te ly , th e  s a m e  ra te s  

a p p ly  to  in c o m e  b ra c k e ts  ra n g in g  fro m  S 5 0 0  to  5 5 ,0 0 0 ; a n d  th e  in c o m e  b ra c k e ts  ra n g e  fro m  S 1 .0 0 0  to  5 1 0 ,0 0 0  fo r  

jo in t  f i le rs .

(h ) F o r  jo in t  re tu rn s , th e  ta x  is  tw ic e  th e  ta x  im p o s e d  o n  h a lf th e  in c o m e . A  5 1 0  f ilin g  ta x  is  c h a rg e  fo r  e a c h  re tu rn  a n d  

a  S 15  c re d it  is  a llo w e d  fo r  e a c h  e x e m p tio n .

(i) C o m b in e d  p e rs o n a l e x e m p tio n  a n d  s ta n d a rd  d e d u c tio n .

(j) T a x  ra te  s c h e d u le d  to  d e c re a s e  to  4 .0 %  fo r  ta x  y e a r  2 0 0 3 .
(k ) T h e  ta x  b ra c k e ts  re p o rte d  a re  fo r  s in g le  in d iv id u a l.  F o r  m a rr ie d  c o u p le s  f ilin g  jo in t ly , th e  s a m e  ra te s  a p p ly  fo r 

in c o m e  u n d e r  5 2 7 ,3 5 0  to  o v e r  5 1 0 8 ,6 6 1 .
(I) T h e  ta x  b ra c k e ts  re p o rte d  a re  fo r  s in g le  in d iv id u a l.  F o r  m a rr ie d  c o u p le s  f ilin g  jo in t ly , th e  s a m e  ra te s  a p p ly  fo r 

in c o m e  u n d e r  S 4 .0 0 0  to  o v e r  5 4 6 ,7 5 0 .
(m ) T h e  ta x  b ra c k e ts  re p o rte d  a re  fo r  s in g le  in d iv id u a ls . F o r  m a rr ie d  c o u p le s  f i l in g  jo in t ly , th e  s a m e  ra te s  a p p ly  fo r  

in c o m e  u n d e r  5 2 0 ,0 0 0  to  o v e r  5 1 5 0 ,0 0 0 .

(n ) T h e  ta x  b ra c k e ts  re p o rte d  a re  fo r  s in g le  in d iv id u a ls . F o r  m a rr ie d  c o u p le s  f i l in g  jo in t ly , th e  s a m e  ra te s  a p p ly  fo r 

in c o m e  u n d e r  5 8 ,0 0 0  to  o v e r  S 10 0 ,0 0 0 . M a rr ie d  h o u s e h o ld s  f il in g  s e p a ra te ly  p a y  th e  ta x  im p o s e d  o n  h a lf the  

in c o m e .

(o ) T h e  ta x  b ra c k e ts  re p o r te d  a re  fo r  s in g le  in d iv id u a ls . F o r  m a rr ie d  ta x p a y e rs , th e  s a m e  ra te s  a p p ly  to  in c o m e  

b ra c k e ts  ra n g in g  fro m  5 2 1 ,2 5 0  to  5 2 0 0 ,0 0 0 . L o w e r  e x e m p tio n  a m o u n ts  a llo w e d  fo r h ig h  in c o m e  ta x p a y e rs . T a x  

ra te  s c h e d u le d  to  d e c re a s e  a f te r  ta x  y e a r  2 0 0 3 .
(p ) R a te s  re p o r te d  a re  fo r  s h o rt fo rm  file rs . t.o n g  fo rm  f ile rs  ra te s  ra n g e  fro m  2 .6 7 %  fo r  in c o m e  u n d e r  5 3 ,0 0 0  to  12%  

o v e r  5 5 0 ,0 0 0 . L o n g  fo rm  fi le rs  o n ly  c a n  d e d u c t fe d e ra l in c o m e  ta x e s . A n  a d d it io n a l 5 3 0 0  p e rs o n a l e x e m p tio n  is  

a llo w e d  fo r  jo in t  re tu rn s  o r  u n m a rr ie d  h e a d  o f h o u s e h o ld s .
(q ) P lu s  a n  a d d it io n a l 5 2 0  p e r  e x e m p tio n  ta x  c re d it .  R a te  re p o rte d  a re  fo r  ta x  y e a r  2 0 0 1 , th e  2 0 0 2  ra te s  w ill n o t b e  

d e te rm in e d  u n til J u ly , 2 0 0 1 .

(r) T h e  ra te  ra n g e  re p o rte d  is  fo r  s in g le  p e rs o n s  n o t d e d u c tin g  fe d e ra l in c o m e  ta x . F o r m a rr ie d  p e rs o n s  f ilin g  jo in tly , 

th e  s a m e  ra te s  a p p ly  to  in c o m e  b ra c k e ts  ra n g in g  fro m  S 2 .0 0 0  to  S 2 1 .0 0 0 . S e p a ra te  s c h e d u le s , w ith  ra te s  ra n g in g  

fro m  0 .5 %  to  1 0 % , a p p ly  to  ta x p a y e rs  d e d u c t in g  fe d e ra l in c o m e  ta x e s .

(s) D e d u c tio n  is  lim ite d  to  S 10 ,0 0 0  fo r  jo in t  re tu rn s  a n d  S 5 .0 0 0  fo r  in d iv id u a ls  in  M is s o u r i a n d  to  5 3 ,0 0 0  in  O re g o n .

(t) F e d e ra l T a x  L ia b il ity  p r io r  to  th e  e n a c tm e n t o f e c o n o m ic  G ro w th  a n d  T a x  R e lie f A c t o f 2 0 0 1 .

(u ) O n e  h a lf o f  th e  fe d e ra l in c o m e  ta x e s  e  d e d u c tib le .

(v) T h e  ta x  b ra c k e ts  re p o r te d  a re  fo r  s in g w  in d iv id u a ls . F o r  m a rr ie d  ta x p a y e rs , th e  s a m e  ra te s  a p p ly  to  in c o m e  

b ra c k e ts  ra n g in g  fro m  5 1 0 ,0 0 0  to  5 1 5 0 ,0 0 0 .

(w ) T a x  ra te  d e c re a s e s  a re  s c h e d u le d  fo r  ta x  y e a rs  2 0 0 3 .

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  2 0 0 2



STATE PERSONAL INCOME TAXES: FEDERAL STARTING POINTS

R e la tio n  to  

In te rn a l R e v e n u e

S T A T E  C o d e  T a x  B a se

A L A B A M A — . . .

A L A S K A no  s ta te  in c o m e  ta x

A R IZ O N A 1/1 /01 fe d e ra l a d ju s te d  g ro s s  in c o m e

A R K A N S A S — . . .

C A L IF O R N IA 1 /1 /9 8 fe d e ra l a d ju s te d  g ro s s  in c o m e

C O L O R A D O C u rre n t fe d e ra l ta x a b le  in c o m e

C O N N E C T IC U T C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

D E L A W A R E C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

F L O R ID A n o  s ta te  in c o m e  ta x

G E O R G IA 1 /1 /01 fe d e ra l a d ju s te d  g ro s s  in c o m e

H A W A II 1 2 /3 1 /0 0 fe d e ra l ta x a b le  in c o m e

ID A H O 1 /1 /0 0 fe d e ra l ta x a b le  in c o m e

IL L IN O IS C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

IN D IA N A 1 /1 /01 fe d e ra l a d ju s te d  g ro s s  in c o m e

IO W A 1/1 /01 fe d e ra l a d ju s te d  g ro s s  in c o m e

K A N S A S C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

K E N T U C K Y 1 2 /3 1 /9 9 fe d e ra l a d ju s te d  g ro s s  in c o m e

L O U IS IA N A C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

M A IN E 1 2 /3 1 /0 0 fe d e ra l a d ju s te d  g ro s s  in c o m e

M A R Y L A N D C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

M A S S A C H U S E T T S C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

M IC H IG A N C u rre n t (a ) fe d e ra l a d ju s te d  g ro s s  in c o m e

M IN N E S O T A C u rre n t fe d e ra l ta x a b le  in c o m e

M IS S IS S IP P I . . . . . .

M IS S O U R I C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

M O N T A N A C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

N E B R A S K A C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

N E V A D A n o  s ta te  in c o m e  ta x

N E W  H A M P S H IR E o n  in te re s t & d iv id e n d s  o n ly

N E W  J E R S E Y . . . . . .

N E W  M E X IC O C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

N E W  Y O R K C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

N O R T H  C A R O L IN A 1/1 /01 fe d e ra l ta x a b le  in c o m e

N O R T H  D A K O T A C u rre n t fe d e ra l ta x a b le  in c o m e

O H IO C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

O K L A H O M A C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

O R E G O N C u rre n t fe d e ra l ta x a b le  in c o m e

P E N N S Y L V A N IA . . . . . .

R H O D E  IS L A N D 6/3 /01 fe d e ra l lia b il ity

S O U T H  C A R O L IN A 1 2 /3 1 /0 0 fe d e ra l ta x a b le  in c o m e

S O U T H  D A K O T A n o  s ta te  in c o m e  ta x

T E N N E S S E E o n  in te re s t &  d iv id e n d s  o n ly

T E X A S n o  s ta te  in c o m e  ta x

U T A H C u rre n t fe d e ra l ta x a b le  in c o m e

V E R M O N T 6/3 /01 fe d e ra l lia b ility

V IR G IN IA C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

W A S H IN G T O N n o  s ta te  in c o m e  tax

W E S T  V IR G IN IA 1 /1 /0 0 fe d e ra l a d ju s te d  g ro s s  in c o m e

W IS C O N S IN 1 2 /3 1 /0 0 fe d e ra l a d ju s te d  g ro s s  in c o m e

W Y O M IN G n o  s ta te  in c o m e  tax

D IS T . O F  C O L U M B IA  C u rre n t fe d e ra l a d ju s te d  g ro s s  in c o m e

S o u rc e : C o m p ile d  b y  th e  F e d e ra tio n  o f T a x  A d m in is tra to rs  f ro m  v a r io u s  s o u rc e s .
—  s ta te  d o e s  n o t e m p lo y  a fe d e ra l s ta r t in g  p o in t. C u rre n t in d ic a te s  s ta te  h a s  a d o p te d  IR C  a s  
c u r re n t ly  in  e ffe c t. D a te s  in d ic a te  s ta te  h a s  a d o p te d  IR C  a s  a m m e n d e d  to  th a t d a te .

(a ) o r  1 /1 /9 9 , ta x p a y e r 's  o p tio n .
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2000 State Tax Collection by Source
( P e r c e n t a g e  o f  T o t a l )

P r o p e r t y S a l e s

S e l e c t i v e

S a l e s

I n d i v i d u a l

I n c o m e

C o r p o r a t e

I n c o m e O t h e

A la b a m a 2 .8 2 6 .4 2 3 .7 3 2 .2 3 .8 11.1

A lask a 3.1 0 .0 9 .7 -- 3 0 .8 5 6 .4

A rizona 3 .7 4 4 .8 12 .5 2 8 .3 6 .5 4 .3

A rk a n sa s 9 .9 3 5 .0 13 .5 3 0 .2 4 .9 6 .5

C aliforn ia 4 .0 2 8 .0 7 .4 4 7 .2 7 .9 5 .5

C o lo ra d o - 26.1 12 .2 5 1 .4 4 .7 5 .6

C o n n e c tic u t -- 3 3 .6 16.1 39.1 4 .2 7 .0

D e la w are - -- 1 3 .6 3 4 .4 11 .3 4 0 .8

F lorida 3.1 6 0 .5 16 .6 - 4 .8 15.1

G eo rg ia 0 .4 3 4 .3 8 .3 47 .1 5 .3 4 .7

H aw aii - 46.1 15 .5 3 1 .9 2 .3 4 .3

Id ah o - 3 1 .4 12 .9 4 0 .6 5 .3 9 .7

Illinois 0 .2 28.1 19 .6 3 3 .5 9 .9 8 .7

In id iana 0 .0 3 5 .4 1 4 .4 37.1 9 .2 3 .8

Iow a -- 3 3 .2 14 .6 3 6 .5 4.1 11 .6

K a n s a s 1 .0 3 5 .8 1 1 .9 3 8 .3 5 .6 7 .4

K en tucky 5.1 2 8 .2 17 .4 35.1 4 .0 10.2

L o u is ia n a 0 .4 3 1 .6 2 5 .5 2 4 .3 3 .4 14.8

M aine 1.1 3 1 .8 12 .9 4 0 .5 5 .6 8 .0

M ary land 2 .5 24.1 18 .0 4 4 .6 4 .2 6 .7

M a s s a c h u s e t ts 0 .0 22.1 9 .3 5 6 .0 8.1 4 .6

M ichigan 7 .5 3 3 .7 9 .3 3 1 .6 10 .5 7 .5

M in n e so ta 0.1 2 7 .9 15 .4 4 1 .6 6 .0 9 .0

M ississipp i 0 .0 4 9 .5 17 .3 2 1 .4 4 .8 7 .0

M issouri 0 .2 3 2 .5 14 .5 4 1 .4 3.1 8 .2

M o n ta n a 15 .5 - 2 4 .4 3 6 .6 7.1 16 .4

N e b ra s k a 0.1 3 4 .5 14 .0 3 9 .4 4 .7 7 .3

N e v a d a 2 .5 5 2 .2 3 2 .6 — - 12.7

N ew  H am p sh ire 2 7 .9 0 .0 3 2 .8 3 .9 18 .4 17.0

N ew  J e r s e y 0 .0 3 0 .4 14 .8 3 9 .7 7 .4 7 .7

N ew  M exico 0 .9 40.1 13 .5 2 3 .5 4 .3 17 .7

N ew  Y ork -- 2 0 .5 11 .4 5 5 .6 6 .6 5 .9

N orth  C aro lin a 0 .0 22.1 17 .5 4 6 .6 6 .5 7 .2

N orth D ak o ta 0 .2 2 8 .2 2 7 .7 16 .9 6 .7 2 0 .3

O hio 0.1 3 1 .8 1 4 .2 4 1 .9 3 .2 8 .8

O k la h o m a - 2 4 .6 12 .6 3 6 .5 3 .3 2 2 .9

O re g o n 0 .0 0 .0 12 .2 6 8 .9 6 .8 12 .0

P e n n sy lv a n ia 0 .5 3 1 .4 15.1 30.1 7 .6 15.2

R h o d e  Island 0 .0 3 0 .5 1 8 .8 4 0 .7 3 .7 6 .3

S o u th  C aro lin a 0 .2 3 8 .5 12 .3 3 8 .3 3 .6 7.1

of 2 02/15/2002 7 :39  AM
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S o u th  D ak o ta -- 5 2 .6 2 6 .4 -- 4 .9 16.1

T e n n e s s e e - 57 .4 17 .6 2 .3 7 .9 14 .7

T e x a s -- 51.1 2 9 .9 0 .0 - 19 .0

U tah -- 35 .8 12 .6 4 1 .5 4 .4 5 .8

V erm ont 2 7 .5 14 .6 17 .4 2 9 .4 3 .0 8 .0

Virginia 0 .3 19 .5 14 .9 5 4 .0 4 .5 6 .9

W a sh in g to n 13 .5 6 1 .6 15 .5 0 .0 - 9 .4

W e s t Virginia 0.1 2 7 .4 2 6 .4 2 8 .9 6 .5 10 .7

W isco n sin 0 .7 2 7 .7 13 .0 47.1 4 .6 6 .9

W yom ing 10 .5 3 8 .3 11 .2 0 .0 - 4 0 .0

T o ta l 2 .0 3 2 .3 14 .4 3 6 .0 6 .0 9 .2

Source: U.S. Bureau of the Census. 
— tax not levied at state level.
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-  S E C T I O N A L  A N A L Y S I S  B Y  T H E  D E P A R T M E N T  O F  R E V E N U E  -

February 16, 2002

HB 413 -  PERSONAL INCOME TAX

OVERVIEW
This bill would implement a state income tax on individuals, estates and trusts, 

using as its taxable base the tax liability reported on federal income tax returns. Federal 
tax liability is generally the tax after federal deductions and credits, including the Earned 
Income and Additional Child tax credits.

The state income tax would be imposed at the rate of 20% of the federal tax. The 
rate would be reduced to 10% or 5% if the balance in the Constitutional Budget 
Reserve Fund grows to $2 billion or $2.5 billion, respectively.

Residents would compute their Alaska tax based upon their federal tax.
However, they would be allowed an offset for any income taxes paid to other states. 
Nonresidents would be taxed on the percentage of their total federal tax attributed to 
Alaska income. If, for example, half of a nonresident’s income is attributed to activity in 
Alaska, then his or her Alaska income tax would be 20% times half of the nonresident’s 
federal tax.

Withholding would be required on wages. Employers are already withholding 
federal taxes, and the state withholding would be a percentage of the federal 
withholding. Quarterly estimated tax payments would be required for income not 
subject to withholding.

A tax on individuals requires that trusts and estates also be subject to the 
income tax. This is necessary for fairness and to avoid creating a potential tax 
loophole. The plan for taxing these entities essentially follows that for resident and 
nonresident individuals. Alaska trusts and estates would be taxed at the Alaska 
percentage of their federal tax liability, with an offset allowed for taxes paid to other 
states. All other trusts and estates would be taxed only on a percentage of the total tax 
attributed to Alaska income.

A section-by-section analysis of the bill follows.

SECTION 1 - TAXPAYER DEFINED
This section provides that employers required to withhold income taxes are 

treated the same as taxpayers for purposes of the penalty, interest, assessment, 
collection and appeal provisions in AS 43.05. These provisions would apply to an 
employer that fails to file reports or fails to pay to the state any withheld income taxes.



S E C T IO N  2 -  I M P O S I T I O N  O F  T A X

This section imposes an income tax on all income of resident individuals, estates 
and trusts; and on only the income from Alaska sources of part-year residents and 
nonresident individuals, estates and trusts.

For the majority of year-round Alaska residents with no income earned in other 
states, they would simply go to Line 52 on IRS Form 1040, which reflects their federal 
tax after federal credits, and multiply Line 52 by the Alaska tax rate to determine their 
Alaska tax liability. Those with Earned Income Credit or Additional Child Tax Credit 
would subtract Lines 61(a) and 63 from Line 52 before multiplying the sum by the 
Alaska tax rate to determine their Alaska income tax liability.

The process would be different for others. They would start with the federal 
income tax liability as shown on Line 40 of Form 1040. This tax must then be adjusted, 
if necessary, for the following items (line references are to the Form 1040 for 2001):

1. The Alternative Minimum Tax liability, if any, shown on Line 41 must 
be added to the tax.

2. Any federal credits taken on Form 1040 would then be deducted from 
the tax. Most of the federal credits are shown on Line 51. The federal credits 
also include the Earned Income Credit on Line 61(a) and the Additional Child 
Tax Credit on Line 63. However, the federal credits may not reduce the 
Alaska tax below zero; unused credits, if any, are allowed only to the extent 
they are reflected on the federal return in another tax year.

3. This legislation would also allow taxpayers to deduct credits against 
their tax liability for Alaska Longevity Bonus payments, interest on U.S. 
government bonds or notes, and any other income that the state may not tax 
under state or federal law, in effect shielding this income from the state 
income tax. These Alaska credits may not reduce the tax below zero.

4. The Alaska tax rate is then multiplied against the federal tax liability as 
determined above. The result is a taxpayer’s Alaska income tax liability.

5. Alaska residents could then deduct from their tax bill any income 
taxes paid to other states for income earned in that state.

Nonresidents have one additional computation to determine the Alaska income 
tax liability. Unlike residents who are taxed on all their income regardless of where it 
was earned, nonresidents under federal law may only be taxed on the income derived 
from an Alaska source. That part of their federal tax liability attributed to income from 
Alaska sources becomes the base against which the Alaska tax rate is applied. 
Nonresidents would add all their income from Alaska sourcea as reported on Lines 7-21 
and divide that number by the total income on Line 22; that percentage would then be 
multiplied by their federal tax liability to determine how much of their federal tax liability 
is subject to Alaska income tax. If, for example, half the income is from Alaska sources, 
half of their federal tax liability would be subject to the Alaska income tax calculation.

IIB  413 - DOR SECTIONAL ANALYSIS PAGE 2 02/16/02



The Alaska tax rate for 2003 is a flat rate of 20% of the adjusted federal income 
tax liability. The bill provides that in future years the tax rate would range from 5% to 
10% to 20% depending on the balance in the Constitutional Budget Reserve Fund on 
September 30m of the year preceding the tax year. Since the federal income tax liability 
is the result of a graduated federal tax, and the Alaska tax piggybacks upon the federal 
tax liability, the Alaska tax is also graduated even though it is a flat rate.

Some residents earn income in other states and pay an income tax in those 
states. In order to prevent these residents from paying tax twice on the same income, 
an offset to the Alaska tax liability is provided. The offset is the lesser of the amount of 
the actual tax paid to the other state, the amount of the Alaska tax that is otherwise 
attributed to the out-of-state income, or the Alaska tax liability. The calculation of the 
amount of Alaska tax attributed to out-of-state income is discussed in Section 4.

Estates and trusts determine the Alaska tax in much the same manner as 
individuals. The differences are mostly federal in nature and arise because a Form 
1041 is filed rather than a Form 1040. A resic ent estate and trust starts with the federal 
income tax liability shown on Line 23 of Form 1041. This is the line that reflects the 
federal income tax liability to the estate or trust on taxable income after deductions, 
including the income distribution deduction for amounts distributed to beneficiaries, and 
the line also is net of credits and other taxes.

After taking into account any adjustments to the tax for Alaska credits that may 
be required, the Alaska tax rate is multiplied against the adjusted tax to produce the 
Alaska tax liability. While the estate or trust does not pay tax on income distributed to 
beneficiaries, the individual beneficiaries are required to report the income on their 
federal tax return and the income will be subject to the Alaska tax in that manner.

Nonresident estates and trusts are only taxed on the income from sources within 
Alaska. The federal tax is segregated into Alaska source income and non-Alaska 
income by multiplying the federal tax as adjusted by the percentage that Alaska income 
included in lines 1 though 8 of the form 1041 is to the total income shown on line 9.
The segregated federal tax on Alaska source income is then multiplied by the Alaska 
.ax rate to produce the Alaska tax liability.

SECTION 3 - ELECTRONIC FILING
This section allows the department to provide a financial incentive to taxpayers 

to file the tax return and pay the tax electronically. The incentive is capped at $25 per 
taxpayer per year.
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S E C T IO N S  4. 5. &  6  -  R E T U R N S  A N D  P A Y M E N T S .

These sections amend AS 43.20.030 to require individuals, partnerships, estates 
and trusts to file a tax return. The return is due on the date the federal return is 
required to be filed. The tax payment is due on the original due date, generally April 15 
for an individual, regardless of extensions of the filing due date for the return. 
Withholding and estimated tax prepayments are required so the tax liability in practice 
should be paid during the tax year itself. Penalties and interest will apply to any tax 
deficiency after April 15 of the tax year.

SECTION 7 - CREDITS
This section provides an additional credit (distinct from the federal credits shown 

on the federal tax return) against the federal tax liability. The credit is an amount 
equivalent to the sum of the federal tax on (1) the Alaska Longevity Bonus that is 
exempt pursuant to AS 47.45.120(a), and (2) interest on such things as US Treasury 
Notes that federal law precludes a state from taxing. These credits are not contained 
on the Form 1040 because they have application only at the state level. The Longevity 
Bonus and Treasury Note interest are taxable for federal income tax purposes and are 
included within the total income shown on Line 22 of the Form 1040. Since the Alaska 
tax liability is based upon a percentage of the federal tax, that part of the federal tax 
attributed to these income items must be removed.

The part of the federal tax attributed to these non-taxable items is determined by 
reference to the effective rate of federal tax on each dollar of federal adjusted gross 
income. That is accomplished by dividing the actual federal tax shown on Line 40 of 
Form 1040 (tax on taxable income before credits and other taxes) by Line 33 (adjusted 
gross income before deduction and exemption amounts). This effective rate of federal 
tax can then be multiplied against the non-taxable income items and the result is the 
amount of the credit. The credit, however, may not exceed the federal tax liability 
remaining after federal credits are applied.

Because of the effect of the Alternative Minimum Tax, it might be possible to 
compute an effective tax rate that is less than the lowest federal tax rate or greater than 
the highest federal tax rate. If that occurs, the effective rate for the computation is set 
at the lowest or highest federal tax rate, whichever is applicable.

The effective tax rate is also a part of the computation of the offset for income of 
residents taxed in other states. The effective tax rate is multiplied by the income 
derived from sources in the other state and then again by the Alaska tax rate. This 
amount is an offset to the amount of the Alaska tax liability as otherwise computed 
without regard to the offset but may not reduce the Alaska tax liability below zero.
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SECTION 8 -  INCOME FROM SOURCES IN THE STATE DEFINED
For purposes of clarity, this section repeals and re-enacts the provision allocating 

by source the income of individuals, estates and trusts. Since residents are taxed on 
income from all sources, this provision applies to nonresidents. Examples include:

• A nonresident who receives a salary or wages for work performed in the 
state, or is otherwise compensated for performing services in the state such 
as legal or consulting services, has income from an Alaska source.

• A nonresident who owns and leases real estate, equipment or other tangible 
personal property that is located in Alaska, or receives licensing income from 
a franchisee located in Alaska, has income from an Alaska source.

• A nonresident engaged in fishing activities either partly or wholly in Alaska 
has income from an Alaska source.

• A nonresident who receives a royalty or other payment on minerals extracted 
in the state has income from an Alaska source.

• A nonresident who is a partner in a partnership, a member of a limited liability 
company (LLC) treated as a partnership for federal tax purposes, or a 
shareholder in a corporation that has elected Subchapter S treatment under 
federal law (S Corp), and the partnership, LLC or S Corp conducts business 
activities in Alaska, has income from an Alaska source.

In addition, the section provides that all the income of a trust established under 
Alaska law and of an estate of an Alaska decedent is from an Alaska source. Income 
from other trusts and estates is considered to be from an Alaska source only to the 
extent it arises from a taxable or business situs in Alaska. The income distributed from 
an Alaska trust to a beneficiary for whom the trust receives an income distribution 
deduction is considered to be Alaska source income to the beneficiary.

The income from sources in Alaska of a business conducted inside and outside 
Alaska is determined by the allocation and apportionment provisions in AS 43.19.
These rules are those that generally apply to corporations and provide that income is 
apportioned based upon the relationship of property, payroll, and sales in Alaska as 
compared to everywhere, rather than by geographic sourcing. The business of an 
individual that involves only personal services is not subject to this rule and such 
income is sourced based upon the location where the services were performed, 
although some other form of allocation of the income may be required.

The department is to develop regulations to apportion the income of individuals 
involved in mobile businesses, such as those in commercial fishing and water, air, and 
land transportation businesses.
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S E C T IO N  9 -  W I T H H O L D I N G  O F  T A X  O N  W A G E S  A N D  E S T I M A T E D  T A X
PAYMENTS

This section requires employers to withhold the state income tax from wages 
paid to employees at a rate of withholding set by the department, and then to report and 
remit the tax.

Estimated payments of the tax are required for income that is not subject to 
withholding. The failure by an individual to have sufficient taxes withheld, considered 
together with any estimated tax payments, would subject the individual to the 
underpayment of estimated tax penalties provided by federal law and incorporated into 
Alaska law. The same exceptions to the federal penalty will apply to the state penalty 
but based upon the Alaska tax.

SECTION 10 - ADMINISTRATION
This section amends AS 43.20.160(c) to instruct the department to facilitate 

automated or other means for the filing of tax returns and making of tax payments. The 
section also repeals the provision requiring the department to prepare a concise 
statement of every Internal Revenue Code section incorporated into Alaska law, which 
was an almost impossible task.

SECTIONS 11 AND 12 - DEFINITIONS
These sections provide various definitions. For tax purposes, a resident is not 

necessarily a resident for purposes of the Alaska Permanent Fund dividend program. 
Resident is a broader term. It is important because a person characterized as a 
resident for tax purposes is taxed on 100% of the person's income.

A resident individual is an individual domiciled in the state or residing within the 
state for the entire tax year. Residing or residence refers to actual physical presence 
while domicile refers to the true, permanent home without regard to absences. An 
individual therefore may be a resident for income tax purposes and not qualify in that 
year for a Permanent Fund dividend.

Just like individuals, estates and trusts may be residents or nonresidents. A 
resident estate is one whose decedent was domiciled in the state on the date of death, 
while a resident trust is cne established under Alaska law; otherwise the estate or trust 
is a nonresident.
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S E C T IO N  1 3  - S E C T I O N S  R E P E A L E D

This section repeals AS 43.20.012, which currently exempts individuals, trusts 
and estates from income tax; AS 43.20.013, which is a suspended refundable credit 
provision; and AS 43.05.085. which is tied to AS 43.20.013.

SECTION 14 - APPLICABILITY
This section provides that the income tax is effective for tax years beginning on 

or after January 1, 2003.

SECTION 15 - REGULATIONS
This section allows the department to proceed to adopt regulations prior to the 

effective date of the income tax. The regulations themselves would not take effect 
before January 1, 2003.

SECTION 16 - TRANSITION
This section provides that the applicable Alaska tax rate in 2003 is 20%.

SECTIONS 17 AND 18 - EFFECTIVE DATE
This section provides that the authority to adopt regulations has an immediate 

effective date, while the income tax is has an effective date of January 1, 2003.
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Tax-Iaw  sim plification  is "c lea rly  needed ."  "T ax  com plexity itse lf is 
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Sen. M ax Baucus (D-M T) 
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Fiscal Gap

Subject: Fiscal Gap
Date: Mon, 11 Feb 2002 10:22:23 -0900 

From : "Micky A Becker" <mbecker@ppco.com>
T o: Representative_John__Coghill@legis.state.ak.us

I'm  not opposed to  taxes — having sa id  th is .  I fe e l  i t  is  a b so lu te ly  not 
in  the b e s t i n t e r e s t  of anyone to s t a r t  tax ing  people when we are  s i t t i n g  
on a $25 b ill io n +  savings account.

I r e a l iz e  capping the permanent fund won’t  f ix  the e n t i re  gap, but p lease  
d o n 't  pass taxes u n t i l  we have reasonable approached th is  fo r our "savings 
account'1 p o in t of view!

A. S. Micky Becker 
907 265-6512 ph 
907 265-6922 fx
P h il l ip s  A laska, In c .,  ATO 2100

1 o i l 2/11/2002 2:35 PM
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Taxes

Subject: Taxes
Date: Sun, 10 Feb 2002 11:59:08 +0100 

From : fairbanksak@t-online.de (Colin Wanner)
T o : Representative_Jchn_CoghiIl@legis.state.ak.us

Dear R ep resen ta tiv e  C oghill,
In l ig h t  o f recen t d iscu ss io n  of new tax es , my w ife and 

I would l ik e  to  s ta t e  our support fo r a REDUCTION or ELIMINATION 
o f the annual DIVIDEND checks, ra th e r  than an income tax .
Much of the Dividend money flows out of s ta t e  anyway, so 
th is  method would be more l ik e ly  to  r e s u l t  in  having funds 
d ire c te d  in s id e  Alaska.

Thanks,
C olin and Dale Wanner 
Beacon Rd/Box 81704 
F -irb an k s , AK 99708

2/11/2002 2:32 PM
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I wish you the best in your efforts to cut state spending.

Subject: I  wish you the best in your efforts to cut state spending.
Date: Thu, 7 Feb 2002 09:24:22 -0900 

From : "McFarlane" <lmcfarlane@mosquitonet.com>
T o: <Representative_John_Coghill@LEGIS.state.ak.us>

D ear Rep. John  C oghill.
I wish you the very b es t in Juneau . I w ish  you the very best in y o u r e ffo rts  to cu t state spend ing . I'm  su re  nex t w eek  w ill b e  a 

very busy w eek fo r you w ith  the hearings that you w ill be ho ld ing . I f  cu ts in  sp end ing  arc no t enough  to  fill the b illio n -d o lla r  
ho le  in the sta te  budget, I w ould ra ther see the p erm anen t fund d iv id en d  cu t o r  e lim inated  befo re  a s ta te  incom e tax o r  a  sta te  
sa les  tax w ould  be enac ted . I agree w ith Sen  Pete K elly 's co m m en t that the sta te  shou ld  not g ive  you  a d iv id en d  w ith  one hand  
and  charge you a sta te  incom e tax w ith the o th er hand . T h a t w as h is th o u g h t if  not h is exac t w ords.

I'm hop ing  fo r the best on the R ed istric ting  issue. I'm  looking  fo rw ard  to  help ing  you  in y o u r ree lccc tio n  cam p a ig n  this 
sum m er. I'll be rem em b erin g  you in prayer.

Y o u r friend,
L eslie  M cF arlane

2/11/2002 2:31 PM
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NO NEW TAXES!!! REDUCE THE BUDGET!!!

<Representative_CarI_Moses @Iegis.state.ak.us>, 
<Representative_Norman_Rokeberg@legis.state.ak.us>,
<Representati ve_Peggy_Wilson @ legis. state. ak.us>

D e a r  S e n a to r s  a n d  R e p re s e n ta t iv e s  o f th e  S ta te  o f A la s k a -

I am  a n  A n c h o r a g e  re s id e n t. I h a v e  b e e n  fo llo w in g  th e  le g is la tu re 's  d e b a te  o f the  S ta te 's  f is c a l g a p  c lo s e ly ,  a s  I h o p e  
o th e r  A la s k a n s  h a v e . I b e lie v e  the  a n s w e r  is  v e ry  s im p le . Y o u  c a n  n o t s p e n d  w h a t you  d o  not h a v e . T h e  s ta te  m u s t  
d o  a s  a ll c it iz e n s  a n d  b u s in e s s e s  d o  w h e n  w e  a re  in f in a n c ia l s tra its . W e  c u t b a ck . I h a v e  h e a rd  v e ry  little  from  
a n y o n e  in the  le g is la tu re  a b o u t cu tt in g  p a y ro ll, n o n -e s s e n t ia l s e r v ic e s  a n d  tra ve l e x p e n d itu re s .  S h a m e  o n  you  M r. 
H a lfo rd  fo r  th e  q u o te  I re a d  in th e  A n c h o ra g e  D a ily  N e w s : "A n d  I th in k  you  a ls o  h a v e  to p u t  s o m e  re d u c t io n s  (in s ta te  
s p e n d in g )  on  th e  ta b le  tha t p e o p le  c o n s id e r  im p o r ta n t  e n o u g h  tha t th e y  a re  w illin g  to  co n tr ib u te  to a vo id ,"  H a lfo rd  
s a id . W h a t  e x a c t ly  a re  you  s a y in g  M r. H a lfo rd ?  T h a t  the e s te e m e d  g o v e rn m e n ta l le a d e rs  o f  o u r  s ta te  a re  g o in g  to 
c u t  the  s e r v ic e s  th a t a re  m o s t n e e d e d  in  o rd e r  to c o n v in c e  th e  c it iz e n s  tha t a n  in c o m e  tax  is  n e c e s s a r y ?  W h a t  a re  
you  g o in g  to te ll u s  n e x t M r. H a lfo rd ?  P e rh a p s  you  sh o u ld  th re a te n  to ta k e  o u r  P e rm a n e n t  F u n d  D iv id e n d s  a w a y  
fro m  u s  too . S c a r e  ta c t ic s  w o rk  g o o d  w h e n  y o u  a re  try ing to d iv e rt th e  p u b lic  from  th e  re a l is s u e , w h ich  is  th e  S ta te  
is  o v e rs p e n d in g . T h e  c it iz e n s  a re  no t g e tt in g  th e ir  m o n e y s  w o rth . T h e re  is to o  m u ch  g o v e rn m e n ta l w a s te .

W h y  no t s ta rt w ith  tr im m in g  th e  fat f ir s t?  W h y  is  it th a t the S ta te  h a s  th e  la rg e s t  n u m b e r  o f e m p lo y m e n t a d s  
consistently w h e n  I lo o k  a t th e  A n c h o ra g e  D a ily  N e w s  c la s s if ie d s ?  N o t o n ly  d o e s  th e  S ta te  h a v e  th e  m o s t  a d s , bu t 

th e  w a g e s  a re  h ig h e r  th a n  a n y  o th e r  p r iv a te  s e c to r  co u n te rp a rt . C a n  a n y o n e  (this m e a n s  y o u  S e n a to r s  a n d  
L e g is la to rs )  p le a s e  te ll m e  w h a t th e  a n n u a l p a y ro ll e x p e n d itu re  is  fo r  th e  S ta te  of A la s k a ?  H o w  m u c h  m o n e y  w o u ld  a 
10%  re d u c t io n  b e  e q u a l to ?  M a y b e  n o t e n o u g h  to fill th e  s o - c a lle d  g ap , but, h e y  it's  a  s ta rt. T h e n  p e rh a p s  w e  c o u ld  
re d u c e  e a c h  d e p a r tm e n t  b u d g e t b y  2 0% . W h a t  k in d  o f f ig u re  w o u ld  th a t b e ?

I th in k  y o u  s h o u ld  pu t a  p a n e l o f 12 re s id e n ts  to g e th e r , g iv e  th em  red  p e n s  a n d  let th e m  h a v e  a  lo o k  a t th e  b u d g e t.

I w a s  ta lk in g  to a n  A n c h o ra g e  p ro p r ie to r  la s t w e e k  w h o s e  b u s in e s s  w a s  d ire c t ly  a n d  n e g a t iv e ly  a ffe c te d  b y  the  
e v e n ts  o f  S e p t e m b e r  11. T h e  firs t th in g  h e  d id  w a s  to cu t the  s a la r y  o f th e  o f f ic e rs  o f the b u s in e s s .  H e  k n o w s  tha t 
in  o rd e r  to  m e e t th e  n e c e s s a r y  o b lig a t io n s  o f h is  b u s in e s s , h e  h ad  to m a k e  cu ts . B u t that b u s in e s s  is  d o in g  w ha t it 

ta k e s  to s u rv iv e  o n e  m o re  year.

I o b v io u s ly  h a v e  th e  t im e  to e -m a il e v e ry  s e n a to r , le g is la to r  a n d  re p re se n ta t iv e . B e l ie v e  m e , if n o th in g  is  d o n e  to 
re d u c e  th e  S ta te  b u d g e t  b e fo re  n e w  ta x e s  a re  e n a c te d , I w ill h a v e  th e  t im e  to  ta lk  to  th e  c o n s t itu e n ts  in y o u r  
d is tr ic ts . I h a v e  a  fe e lin g  tha t I a m  not th e  o n ly  h a rd  w o rk in g  A la s k a n  tha t v ie w s  o u r  b u d g e t (o v e rsp e n d in g )  g a p  th is  
w ay . T h e  a n s w e r  is  n o t to  ta k e  m o re  m o n e y  fro m  the  re s id e n ts , bu t to  live  w ith in  y o u r  m e a n s , w h ich  is  w h a t the  
re s id e n ts  h a v e  n o t c h o ic e  but to do . T h a n k  y o u  fo r y o u r  tim e.

S in c e re ly ,

R a c h e l K . M o r r is o n  
9 0 7 -3 4 9 -7 2 2 4
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NO r'EW  TAXES!!! REDUCE THE BUDGET!!!

Subject: N O  N E W  T A X E S !!!  R E D U C E  T H E  B U D G E T !!!
Date: Wed, 6 Feb 2002 23:46:30 -0900 

From : "Rachel Morrison" <rachellak@gci.net>
T o: <Senator_Rick_HaIford@legis.state.ak.us>

CC: <Senator_Loren_Leman@legis.state.ak.us>, <Senator_Johnny_E!lis@legis.state.ak.us>, 
<Senator_AIan_Austerman@Iegis.state.ak.us>, <Senator_Kim_Elton@legis.state.ak.us>, 
<Senator_Robin_Taylor@legis.state.ak.us>, <Senator_John_Covvdery@legis.state.ak.us>, 
<Senator_Lyda_Green@legis.state.ak.us>, <Senator_Georgianna_Lincoln@legis.state.ak.us>, 
<Senator_Gene_Therriault@legis.state.ak.us>, <Senator_Bettye_Davis@Iegis.state.ak.us>, 
<Senator_Rick_Halford@legis.state.ak.us>, <Senator_Donny_01son@iegis.state.ak.us>, 
<Senator_John_Torgerson@legis.state.ak.us>, <Senator_Dave_Donley@legis.state.ak.us>, 
<Senator_Lyman_Hoffman@legis.state.ak.us>, <Senator_Randy_Phillips@legis.state.ak.us>, 
<Senator_Jerry_Ward@legis.state.ak.us>, <Senator_Pete_KeIly@legis.state.ak.us>, 
<Senator_Ben_Stevens@legis.state.ak.us>, <Senator_Gary_Wilken@legis.state.ak.us>, 
<Representative_Brian_Porter@legis.state.ak.us>, 
<Representative_Jeannette_James@Iegis.state.ak.us>, 
<Representative_Ethan_Berkowitz@legis.state.ak.us>, 
<Representative_Harry_Cravvford@legis.state.ak.us>, 
<Representative_Richard_Foster@legis.state.ak.us>, 
<Representative_Joe_Hayes@legis.state.ak.us>, 
<Representative_Beth_Kerttula@legis.state.ak.us>, 
<Representative_Beverly_Masek@legis.state.ak.us>, 
<Representative_Eldon_Muider@legis.state.ak.us>, 
<Representative_Drew_Scalzi@legis.state.ak.us>, 
<Representative_Con_Bunde@legis.state.ak.us>,
<Representative_Eric_Croft@ legis.state.ak.us>, 
<Representative_Joe_Green@legis.state.ak.us>,
<Representative_Bill_Hudson @ legis. state. ak.us>,
<Representative_Vic_Kohring@ legis. state. ak.u.s>,
<Representati ve_Lesil_McGuire@ legis. state. ak.us>,
<Representative_Lisa_Murkowski@legis.state.ak.us>,
<Representative_Gary_Stevens@legis.state.ak.us>,
<Representative_Mike_Chenault@legis. state. ak.us>,
<Representative_John_Davies@legis.state.ak.us>,
<Representative_Gretchen_Guess@legis.state.ak.us>,
<Representative_Albert_Kookesh@legis.state.ak.us>,
<Representative_Kevin_Meyer@legis.statc.ak.us>,
<Representative_Scott_Ogan@ legis. state. ak.us>,
<Representative_Jim_Whitaker@legis.state.ak.us>,
<Representative_Sharon_Cissna@legis.state.ak.us>.
<Representati ve_Fred_Dyson @ legis.state.ak.us>, 
<Representative_Andrew_Halcro@legis.state.ak.us>, 
<Representative_Reggie_Joule@legis.state.ak.us>, 
<Representative_Pete_Kott@legis.state.ak.Lis>,
<Representative_Carl_Morgan @legis. state. ak.us>,
<Representative_John_Coghill@legis.state.ak.us>,
<Representative_Hugh_Fate@legis.state.ak.us>,
<Represenlative_John_Harris@legis.state.ak.us>,
<Representative_Mary_Kapsner@legis.state.ak.us>,
<Representative_Ken_Lancaster@ legis. state. ak.us>.
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Closing the Budget Gap

"'Representative_Andrew_HaIcro@legis.state.ak.us'" <Representative_Andrew_Halcro@legis.st; 
'"Representative_Reggie_Joule@legis.state.ak.us"' <Representative_Reggie_Joule@legis.state.al 
'"Representative_Pete_Kott@legis.state.ak.us"' <Representative_Pete_Kott@Iegis.state.ak.us>, 
'"Representative_Carl_Morgan@legis.state.ak.us"' <Representative_Carl_Morgan@ legis.state.ak 
'"Representative_Bill_Williams@legis.state.ak.us"' <Representative_Bill_Williams@legis.state.: 
"'Representative_John_Coghill@legis.state.ak.us'" <Representative_John_Coghill@legis.state.ak 
'"Representative_Hugh_Fate@legis.state.ak.us"' <Representative_Hugh_Fate@legis.state.ak.us>. 
'"Representative_John_Harris@legis.state.ak.us"' <Representative_John_Harris@legis.state.ak.u: 
’"Representative_Mary_Kapsner@Iegis.state.ak.us"' <Representative_Mary_Kapsner@legis.state 
"'Representative_Ken_Lancaster@legis.state.ak.us'" <Representative_Ken_Lancaster@legis.statc 
'"Representative_Carl_Moses@ legis.state.ak.us'" <Representative_Carl_Moses@legis.state.ak.uj 
'"Representative_Norman.Rokeberg@legis.state.ak.us’" <Representative_Norman_Rokeberg@k 
'"Representative_Peggy_Wilson @ legis.state.ak.us'" <Representati ve_Peggy_WiIson @ legis.state.

I  Have never w r itte n  le g is la to r s  or t e s t i f i e d  concerning s ta te  budget 
m atte rs , but my re s is ta n c e  has been overcome by the  p o s tu rin g  and lack  of 
courage to take a c tio n s  necessary  to put the  S ta te  on a sound f i s c a l  cou rse .
I  am copying a l l  members of the le g is la tu r e ,  so those c h a ra c te r iz a tio n s  may 
or may not f i t  any p a r t ic u la r  r e c ip ie n t  of th is  message. Even i f  i t  f i t s ,  
my in te n tio n  is  not so much to  offend as i t  i s  to  voice a ch allenge  to be 
fo r th r ig h t  in  add ressing  the budget. For anyone who has not read " P ro f ile s  
in  Courage" by Jack Kennedy, I commend i t  to  you, as i t  enables th e  reader 
to see th a t  doing what is  r ig h t  i s  fa r  and away b e t te r  than doing what i s  
p o p u la r.

I  have heard the "gap" fig u red  a t  around $1 b i l l io n  th is  y ea r. I w ill 
forego commenting on the need to  co n tro l spending, the need to  c re a te  
m otivation  a t  the  agency and employee lev e l to  a c t iv e ly  question  how 
functions can be p r io r i t iz e d  and accomplished a t  le s s e r  cost ( i . e . ,  the type 
of m otivation  and response the  p r iv a te  se c to r  employs of n e c e s s ity  as i t  has 
no power to  tax  o th e rs ) , and the a v a i la b i l i ty  of o th e r funding sou rces.
Rather, I wish to  challenge the le g is la tu r e  to  address the wisdom as w ell as 
the moral and economic p ro p rie ty  of con tinu ing  the PFD giveaway in  unabated 
fash ion  in  p e rp e tu ity . I can a lread y  hear minds c a lc u la tin g  the vo tes (99 
c o n s titu e n ts  a g a in s t touching "my" PFD for each 1 w illin g  to  give up a 
p o rtio n  of the giveaway for the sake of f i s c a l  so lv en cy ). Recognizing the 
p o l i t i c s  involved , I have l i t t l e  hope th a t the le g is la tu r e  w il l  a c t ,  but am 
making my comments d e sp ite  the  odds.

The Permanent Fund was not c re a te d  fo r the purpose of enab ling  the s ta te  to
hand out $1,700 checks every year to every to d d le r , every mailbox bashing 
bored teenager, every S e a t t le  r e t i r e e  who decided to  move to Alaska to be 
near c h ild re n  (or f i s h ) , every snow b ird in g  m ill io n a ire , or every member of 
my fam ily. R ather, the Fund was c rea ted  to p rov ide a savings account in  
which revenues excess to  cu rren t needs would accum ulate and grow u n t i l  such 
time as they could be tapped to cover necessary  budget components fo r which 
d ec lin in g  o i l  revenues proved in s u f f ic ie n t .  Lest you th ink  I am proposing 
an invasion  of the Fund or a d ep le tio n  of i t s  p r in c ip a l,  I am no t. Nor am I 
proposing th a t  in f la t io n  proofing  end. C on tribu tions to  the Fund, and 
in f la t io n  p ro o fin g  can continue unabated u n t i l  such time as the f is c a l  
demands are  even g re a te r  than a t  p re sen t.

What I f ind  unconscionable i s  the in s is te n c e  th a t  the S ta te  m ain tain  the
pu b lic  c irc u se s  (un lim ited  PFD's) l e s t  the v o te rs  r e v o lt .  Many, and
p o ss ib ly  most c i t iz e n s  of Alaska were not born here, but came of th e i r  own 
free  w ill  because they thought i t  in  th e i r  b e s t in te r e s t  to do so, ju s t  as 
o th ers  move to  S e a t t le ,  F lo rid a , Texas, or anywhere e lse  seeking a b e t te r  
job, c lim a te , l i f e ,  e tc .  We do not need to pay everyone fo r moving to , or 
remaining i s  A laska.

I have th ree  c h ild re n  who rece iv e  PFD's every y ear. Make no m istake, i t ' s
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n ice  to g e t th e  money. Like most o th e rs , i t  goes to  Costco (headquartered 
ou tsid e  Alaska w ith most sh areh o ld ers  o u ts id e  Alaska) or Alaska A ir lin e s  
( S e a t t le ) , or C harles Schwab (with no meaningful b e n e f it to  Alaska) o r a 
condo r e n ta l  in  Hawaii. Some sm all p o rtio n  no doubt t r ic k le s  down w ith in  
the s ta te ,  in  theory  help ing  to  c re a te  a few more jobs (which add noth ing  to  
the S ta te  revenue base and only  add more mouths a t  the PFD trough). I t ' s  
u n fo rtu n a te  th a t  the m a jo rity  of people (whether in  Alaska or elsew here) 
seem to ev a lu a te  r ig h t  and wrong, f a i r  and u n fa ir ,  la rg e ly  in  r e l ia n c e  on 
the impact to  th e i r  personal w a lle t .  I t  i s  eq u ally  u n fo rtu n a te  when e le c te d  
re p re s e n ta tiv e s  are  unw illing  to  exp la in  the fa c ts  of l i f e  and r is k  
n o n -re te n tio n .

This year the S ta te  w ill take in  a stream  of revenues. Of those revenues, 
roughly $1 b i l l io n  w ill  then be m ailed out to every re s id e n t,  i r r e s p e c tiv e  
of any need-based c o n s id e ra tio n s , i r r e s p e c t iv e  of any d e lib e ra te  p o licy  
determ ina tion  th a t  the b e n e f its  m erit such an expenditu re , and i r r e s p e c t iv e  
of the f a c t  th a t  roughly $200-300 m illio n  of those S ta te  revenues w il l  be 
n eed le ss ly  siphoned o ff  to  the U.S. T reasury in  the form of income tax e s .

The budget gap could be c lo sed  in  a h e a rtb ea t i f  the S ta te  would c lo se  down 
the PFD b rib e  system (we pay you, you l e t  us save some cu rre n t revenue for 
fu tu re  needs in s te a d  of w asting  i t  a l l  each y e a r ) . The budget gap could be 
reduced to  a modest problem i f  we even capped PFD's a t ,  say $500 ( s t i l l  
enough of a b r ib e  to  keep fo lk s  going to the p u b lic  c i r c u s ) . Or, i f  the 
shock i s  too much to  bear, cap i t  a t  a to le ra b le  le v e l w ith s tep  down 
decreases over 3-5 years to  wean people from the trough.

U nfortunately , the p o l i t i c a l  c u rre n t seems to be flowing in  the d ire c t io n  of 
imposing income taxes. The ta rg e t ,  seen a l l  too o ften  in  p o l i t i c a l  spheres, 
is  to  d iv id e  th e  popu lation  and put the burdens on the le s s e r  number of 
v o te rs  in  o rd e r to ensure continued favor w ith the g re a te r  number of v o te rs . 
As Alaskans who would l ik e  to see ANWR developed, we know what th a t  fe e ls  
l ik e  (congressional members who a re  adamant in  opposing o i l  and gas 
development because they can count the  votes in  th e ir  d i s t r i c t ) . I t s  too 
bad we a re  so quick to  p a r ro t  th a t  approach to d ec is io n  making. In s tead  of 
dea ling  w ith  runaway PFD outflow s, an income tax  w il l ,  sooner o r l a t e r ,  be 
imposed. Those who drag them selves out of bed, b leary-eyed , and trudge o ff  
to  work each day to earn a l iv in g , w il l  have th e i r  pockets tapped so the 
S ta te  can sim ply give the money to o th ers  ( to d d le rs , unemployed teens, 
m ill io n a ire  r e t i r e e s ,  e t c . ) .

I f  the S ta te  needed an income tax  in  order to pay fo r h ea lth  ca re , to 
address th e  scourge of poverty  fo r  those who due to circum stances are  unable 
to have decent housing, n u t r i t io n ,  c lo th in g , e t c . ,  to  b u ild  out sewer and 
w ater in f r a s t ru c tu r e  where i t  i s  lacking , I would be the f i r s t  to  s tep  up 
and g lad ly  pay an income tax  (or donate to c h a r i t ie s  absent an income t a x ) .
I f  the S ta te  needed an income ta x  to  c re a te  or continue any program which, 
on i t s  m e rits , was deemed necessary ,' I might d isag ree  on a case by case 
b a s is , but would d e fe r to the c o l le c t iv e  judgment. Where I draw the l in e ,  
and urge the  le g is la tu r e  to  draw the l in e ,  is  when an income tax  is  not 
imposed to  c a r ry  out any government fun ctio n  a t  a l l ,  but simply to  
r e d is t r ib u te  income from those who earn  i t  to those who do not (w ith a h e fty  
s l i c e  going to  Uncle Sam).

Is  th e re  a v a l id  economic reason to impose an income tax  and keep paying $1
b i l l io n  ou t in  PFD's each year? No. Is th e re  a s ta te  government need which
w ill not be o therw ise met? No. Is  th e re  a need-based r a t io n a le  to  take
income from those  who earned i t  and simply give everyone a check (Marx would
love the concep t)?  No. I s  th e re  any jth e r  s ta te  government in  the  United 
S ta te s , o r any n a tio n a l government on the face o f the p lan e t which taxes 
income fo r the so le  purpose of r e d is t r ib u t in g  i t  on a non-need based, 
non-program based approach? No.

There is  no budget gap. The S ta te  takes in  enough revenue to  fund the 
expense s id e . Where we g e t in to  red ink i s  only a f te r  tak ing  $200-300
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m illio n  of S ta te  revenue each year to  send ( in d ire c tly )  to  the U.S. 
T reasury, and sending another $700-1,000 m illio n  of S ta te  revenue to  every 
person who meets minimum residency  requirem ents and has a p u lse . I f  the 
le g is la tu r e  i s  looking fo r a way to  reduce the PFD burden w ithout c u tt in g  
PFD's, perhaps an income tax  i s  the way to  go. Those who work hard and 
c rea te  jobs fo r  o th ers  w il l  ev en tu a lly  move out of s ta t e  (fewer PFD 
o b l ig a t io n s ) . Of course, they might be o f f s e t  by the  inflow  of o th e rs  who 
want to take th e i r  vacated  spo t a t  the p u b lic  trough. Thanks fo r  reading  
th is ,  and may your conscience be your guide.
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Subject: Closing the Budget Gap
Date: Thu, 7 Feb 2002 16:09:09 -0900 

From : Steve Tervooren <SST@htlaw.com>
To: ’"Senator_Rick_HaIford@legis.state.ak.us"' <Senator_Rick_Halford@iegis.state.ak.us>

CC: "'Senator_Loren_Leman@legis.state.ak.us'" <Senator_Loren_Leman@legis.state.ak.us>, 
"'Senator_Johnny_Ellis@legis.state.ak.us’" <Senator_Johnny_Fllis@legis.state.ak.us>, 
'"Senator_Alan_Austerman@legis.state.ak.us"' <Senator_AIan_nusterman@legis.state.ak.us>, 
'"Senator_Kim_Elton@legis.state.ak.us"’ <Senator_Kim_Elton@legis.state.ak.us>, 
"'Senator_Robin_Taylor@legis.state.ak.us'" <Senator_Robin_Taylor@legis.state.ak.us>, 
"'Senator_John_Covvdery@legis.state.ak.us'" <Senator„John_Covvdery@legis.state.ak.us>, 
'"Senator_Lyda_Green@legis.state.ak.us"' <Senator_Lyda_Green@legis.state.ak.us>, 
"'Senator_Georgianna_Lincoln@legis.state.ak.us'" <Senator_Georgianna_Lincoln@legis.state.ak 
'"Senator_Gene_Therriault@legis.state.ak.us"' <Senator_Gene_Therriault@legis.stale.ak.us>, 
"'Senator_Bettye_Davis@legis.state.ak.us'" <Senator_Bettye_Davis@Iegis.state.ak.us>, 
'"Senator_Donny_01son@legis.state.ak.us'" <Senator_Donny_01son@legis.state.ak.us>, 
"'Senator_John_Torgerson@legis.state.ak.us'" <Senator_John_Torgerson@legis.state.ak.us>, 
'"Senator_Dave_Donley@legis.state.ak.us"' <Senator_Dave_Donley@legis.state.ak.us>, 
'"Senator_Lyman_Hoffman@legis.state.ak.us'" <Senator_Lyman_Hoffman@legis.state.ak.us>, 
’"Senator_Randy_Phillips@legis.state.ak.us"' <Senator_Randy_Phillips@legis.state.ak.us>, 
'"Senator_Jerry_Ward@legis.state.ak.us"' <Senator_Jerry_Ward@!egis.state.ak.us>, 
'"Senator_Pete_Kelly@legis.state.ak.us'" <Senator_Pete_Kelly@legis.state.ak.us>, 
'"Senator_Ben_Stevens@legis.state.ak.us"' <Senator_Ben_Stevens@legis.state.ak.us>, 
"'Senator_Gary_Wilken@legis.state.ak.us'" <Senator_Gary_Wilken@legis.state.ak.us>, 
'"Representative_Brian_Porter@legis.state.ak.us"' <Representative_Brian_Porter@legis.state.ak. 
"'Representative_Jeannette_James@Iegis.state.ak.us'" <Representative_Jeannette_James@legis.s 
'"Representative_Ethan_Berkovvitz@legis.state.ak.us"’ <Representative_Ethan_Berkovvitz@ legis 
'"Representative_Harry_Crawford@legis.state.ak.us"' <Representative_Harry_Crawford@legis.s 
"'Representative_Richard_Foster@Iegis.state.ak.us'" <Representative_Richard_Foster@legis.stat 
'"Representative_Joe_Hayes@legis.state.ak.us"' <Representative_Joe_Hayes@ legis.stale.ak.us>, 
"'Representative_Beth_Kerttula@legis.state.ak.us'" <Representative_Beth_Kerttula@legis.state.< 
"'Representative_Beverly_Masek@legis.state.ak.us'" <Representative_Beverly_Masek@legis.sta 
"'Representative_Eldon_Mulder@legis.state.ak.us'" <Representative_Eldon_Mulder@legis.state. 
"'Representative_Drew_Scalzi@legis.state.ak.us'" <Representative_Drew_Scalzi@legis.state.ak. 
"’Representative_Con_Bunde@legis.state.ak.us"' <Representative_Con_Bunde@legis.state.ak.us 
'"Representative_Eric_Croft@legis.state.ak.us'" <Representative_Eric_Croft@legis.state.ak.us>, 
"'Representative_Joe_Green@legis.state.ak.us'" <Representative_Joe_Green@legis.state.ak.us>, 
'"Representative_Bill_Hudson@legis.state.ak.us"' <Representative_Bill_Hudson@legis.state.ak.i 
'"Representative_Vic_Kohring@legis.state.ak.us"’ <Representative_Vic_Kohring@legis.state.ak 
"'Representative_Lesil_McGuire@legis.state.ak.us'" <Representative_Lesil_McGuire@legis.state 
"’Representative_Lisa_Murkowski@legis.state.ak.us"' <Representative_Lisa_Murkowski@legis. 
'"Representative_Gary_Stevens@legis.state.ak.us'" <Representative_Gary_Stevens@legis.state.a 
"'Representative_Mike_Chenault@Iegis.state.ak.us'" <Representative_Mike_Chenault@legis.stai 
'"Representative_John_Davies@legis.state.ak.us"' <Representative_John_Davies@legis.state.ak. 
"'Representative_Gretchen_Guess@legis.state.ak.us'" <Representative_Gretchen_Guess@legis.s' 
"'Representative_Albert_Kookesh@legis.state.ak.us'" <Representative_Albert_Kookesh@legis.s 
"'Representative_Kevin_Meyer@legis.state.ak.us'" <Representative_Kevin_Meyer@legis.state.al 
"'Representative_Scott_Ogan@legis.state.ak.us"' <Representative_Scott_Ogan@legis.state.ak.us: 
"'Representative_Jim_Whitaker@Iegis.state.ak.us'" <Representative_Jim_Whitaker@legis.state.; 
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'"Representative_Fred_Dyson@legis.state.ak.us'" <Representative_Fred_Dyson@legis.state.ak.u;
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D ep a rtm en t of R e v e n u e

C om m ents on Personal Income Tax -  February 14, 2002 

O T H E R  S T A T E S

Of the 50 states, 43 have a personal income tax. Joining Alaska on the list w ithout a tax 
are Florida, Nevada, South Dakota, Texas, W ashington and Wyoming. Of the 43 with a 
tax, New Hampshire and Tennessee collect taxes on dividends and interest income 
only.

Some states have a flat tax —  Colorado, Michigan, Massachusetts, Illinois, Indiana and 
Pennsylvania —  ranging from 2.8%  of federal taxable income in Pennsylvania to 5.6% 
of adjusted gross income in Massachusetts.

O ther states use graduated tax rates, with as many as 10 income brackets and tax 
rates. Montana, fo r example, has 10 tax brackets, ranging from 2% to 11% of adjusted 
gross income, with some deductions allowed.

Most states use federal adjusted gross income as a starting point to calculate the state 
tax, and most also use federal provisions in calculating allowable item ized deductions.
• 29 states exempt Social Security benefits from taxation.
• 8 states exem pt unemployment benefits from taxation.
• 2 states exem pt all capital gains from taxation.
• 37 states exempt interest earned on their own state and municipal bonds.
• 5 states exem pt m ilitary pay from taxation.
• 33 states allow a standard deduction fo r taxpayers, with 12 using the federal 

amount.

T A X  B A S E  O P T I O N S

There are three options for a tax base for calculating an individual’s state tax liability:

• Adjusted gross income.
Total income with few, if any, deductions. Because the tax base would be the 
highest of the three options, the tax rate would be the lowest.

o Federal taxable income.
This requires the state to accept whatever tax deductions are allowed under 
federal law, although the state also could include its own deductions, credits or 
other conditions.

• Federal tax liability.
This also requires the state to accept whatever deductions and credits are 
allowed under federal law. Because the tax base would be the lowest of the 
three options, the tax rate would be the highest. Another feature of using federal 
tax liability as the base is that the state tax would be progressive, even with a flat 
tax rate. By using federal tax liability as the base, the state would be adopting 
the progressive nature of the federal tax tables.



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

Internal Revenue Service tapes show Alaskans filed 327,510 personal income tax 
returns fo r 1999, representing 442,199 taxpayers (114,689 were joint returns). Some 
facts from those returns:

• A lmost 90% of the tax returns showing more than $100,000 in adjusted gross 
income were joint returns.

• About 7% of returns showing less than $20,000 in gross income were joint returns.

• Federal adjusted income reported by Alaskans in 1999 totaled $13.2 billion.

• Of the 442,199 taxpayers, 63% reported gross income of under $50,000 and almost 
80% reported gross income below $75,000 a year.

• The 10% of taxpayers reporting more than $100,000 a year in gross income 
represent 33% of total income reported by all Alaskans.

R E V E N U E S  T O  T H E  S T A T E  G E N E R A L  F U N D

These are approximate numbers fo r tax rates and how much revenue would be raised. 
The following table assumes a flat tax, fo r sake of simplicity in showing potential 
revenues. The Tax Division could devise tax tables with several different tax brackets 
to generate whatever level of revenue is desired.

For its discussions, the Legislative Fiscal Caucus has used a 3% flat tax on federal 
taxable income as its starting point for consideration of a state personal income tax. 
Such a tax would raise an estim ated $270 million to $275 million a year.

Income Tax Rates and Revenue Projections (1999 IRS Data)
$ Million % Adjusted % Federal % Net Federal
Revenue________ Gross Income Taxable Income Tax Liability

$250 2.00 2.77 13.86
$300 2.38 3.29 16.47
$350 2.75 3.82 19.08
$400 3.13 4.34 21.70

A L A S K A ’ S  F O R M E R  I N C O M E  T A X

Alaska abolished its personal income tax in 1980. The tax raised $210.4 million in 
Fiscal 1977, its highest collections ever.

The tax was assessed as a percentage of federal taxable income, ranging from 3.5% for 
income up to $8,000 per year to a high of 14.5% on income in excess of $300,000. In 
the middle, taxpayers paid 10% of their federal taxable income over $52,000.

If the pre-1980 tax rates were in effect today, Alaskans would pay about $750 m illion in 
state personal income taxes. If the tax brackets were adjusted for inflation, that num ber 
would be $660 million.



O U T - O F - S T A T E  R E S I D E N T S

An income tax certainly would collect money from non-residents working in Alaska, but 
there is no way to know exactly how much it would collect.

Available IRS data reports income earned by taxpayers with an Alaska mailing address; 
it does not report income earned by non-residents working in Alaska.

There are no exact numbers for non-resident wages in Alaska but estimates range from 
3% to 10%, and the Department of Revenue believes the true number is probably in the 
middle. At 6% or 7%, an income tax that raised $300 million would collect perhaps $20 
million a year from non-residents.

It is important to remember that most of the non-resident workers who come to Alaska 
are here fo r low-paying sum m er tourism and seafood processing jobs and would not 
pay much in personal income taxes.

F E D E R A L  D E D U C T I O N  F O R  S T A T E  I N C O M E  T A X

A state personal income tax would be deductible from federal income taxes fo r 
A laskans who itemize. IRS statistics indicate about 25% of Alaska taxpayers itemize 
their deductions, though most higher-income Alaskans itemize on their federal returns. 
And since it would be the higher-income Alaskans who would provide most of the 
state's income tax revenues, a substantial portion of that tax would be deducted from 
A laskans’ tax payments to the federal government.

The easiest way to “export" a tax —  that is, to shift its cost —  is through its deduction 
against federal tax liability. There is no deduction for state or municipal sales taxes; 
only income taxes are deductible. A deduction means part of the tax revenue remains 
in the state instead of going to the federal treasury.

We estimate that Alaskans would recover about 15% of the cost of a state income tax 
by deducting it from their federal tax bills. For example, if a state income tax generated 
$300 million a year, $45 million would come from the deductibility of the state income 
tax against federal income taxes and therefore $235 million would come from pockets of 
Alaskans (assuming that $20 million, or 7%, came from non-residents).

C O S T  O F  C O L L E C T I O N

The Department of Revenue estimates it could cost $6 million in one-time expenses to 
set up a personal income tax, including computers, computer software and mainframe 
programming, printing forms and booklets, launching a public education campaign, and 
establishing a central office and field offices in several Alaska cities.

Ongoing expenses for a personal income tax are estimated at $7 million a year.

Assuming $350 million a year in tax revenues, that would be 2% of collections. This 
compares to other states, where the cost of collection runs a sim ilar percentage.



E F F E C T IV E  D A T E

Because of the nature of a personal income tax, a new tax in A laska would need to start 
Jan. 1. Any other start date would cause immense logistical problems for calculating 
tax liabilities, and would place a burden on taxpayers, employers and the Tax Division.

And because of the large am ount of work required to start an income tax program from 
scratch, the Department of Revenue would need to devote significant resources to the 
effort immediately upon passage of enabling legislation. Much of the work, however, 
would have to be started before a bill passes, in preparation for the new tax and in 
expectation that the tax would begin within a matter of months after passage.

With payroll deductions and estimated tax payments in the first ca lendar year of the new 
tax, the state could expect to collect somewhat less than half of a full year’s revenue the 
first fiscal year of the tax. January through May payroll deductions would be collected in 
February through June, producing five months of withholding tax income.

W O R K  R E Q U I R E D  T O  S E T  U P  A  N E W  T A X  P R O G R A M

The Department of Revenue would face several challenges in setting up a tax to start 
Jan. 1 after legislative passage. In addition to adopting regulations to implement the 
new tax, the department and its Tax Division would need to:

• Hire and train staff.

» Procure central office space and any field offices.

• Design software and a web-based system for taxpayers.

• Set up electronic fund transfers with employers.

• Prepare and print tax books and forms, and distribute to employers.

• Conduct workshops statewide to explain the new law, particularly to employers.

All of this would need to be completed by November in order for employers to distribute 
withholding form s to their employees and update their payroll software to start collecting 
the new tax on Jan.1.

I S S U E S

In addition to deciding on the tax base (gross income, taxable income or federal tax 
liability), the rate schedule (flat tax vs. a variable tax), and exemptions and deductions, 
the state also would have to consider:

• Expectations for audits, enforcement.
The stronger the enforcement, the more effective the program, especially with 
out-of-state residents.

• Taxability of federal employee cost-of-living payments.
These are exempt from federal income tax but could be taxed by the state.
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Subject: Comparative Analysis o f Fiscal Gap Reducing Measures 
Date: Fri, 22 Feb 2002 10:04:34 -0900 

From : "OLIVER GOLDSMITH" <afosg2@uaa.alaska.cdu> ^
Organization: UAA/ISER

T o: Representative_Jolm_Coghill@Iegis.state.ak.us

Dear R epresen ta tive  C o g h ill—

As a followup to  ly testim ony befo re  your committee on Tuesday on HB413, 
th e  governo r's  income tax  proposal, I pu t to g e th er a more formal 
a n a ly s is  of the  job  impact of v arious f is c a l  gap c lo s in g  m easures. I t  
underscores one of the  main p o in ts  of my te s tim o n y --th a t any way we 
choose to  c lo se  the  f i s c a l  gap is  going to  have negative  rep recu ssio n s  
on the economy. Thus i t  i s  b e s t to  adopt a phased approach to  c lo sin g  
th e  gap, to  minimize damage to  the economy, and a lso  to  give 
co n s id e ra tio n  to  th e  income tax , p a r t ic u la r ly  compared to  the s a le s  tax , 
s in ce  the adverse e f f e c t  on the  economy would be le s s  from an income 
than  a s a le s  tax .

Here i s  a somewhat more complete a n a ly s is  of the com parative impact of 
d i f f e r e n t  f i s c a l  gap reducing m easures.------

Any method of reducing the  f i s c a l  gap th a t  reduces purchasing power 
w ith in  the s ta t e  w il l  have a neg a tiv e  economic im pact. An income tax , a 
s a le s ,  tax , a d iv idend  red u c tio n , and a cu t in  the s ta te  opera ting  
budget fo r example a l l  would reduce the purchasing power of Alaskan 
households and have a negative  economic im pact.

A ttached is  a sm all excel sp readsheet th a t  c a lc u la te s  the job lo ss  fo r 
the  Alaska economy from 4 methods of reducing the  s ta t e  F isc a l Gap by 
$350 m illio n —an income tax , a s a le s  tax , a d iv idend red u ctio n , and a 
cu t in  the s ta t e  o p e ra tin g  budget.

The job lo ss  i s  as fo llow s:

income tax  2,625
sa le s  tax  3,255
dividend cu t 3,234
o pera tions cu t 6,510

The income tax  impact i s  the sm a lle s t because n o n -res id en ts  would pay a 
p o rtio n  and a s ta t e  income tax  is  d ed u c tib le  from fed e ra l tax  l i a b i l i t y  
fo r  ite m iz e rs . T herefore Alaskans would end up only paying 75 cen ts  fo r 
every $1 c o lle c te d  and the Alaska economy would only lo se  75 cen ts  fo r  
every $1 c o lle c te d .

The sa le s  tax  would Lave a g re a te r  impact because n o n -re s id en t v i s i t o r s  
would pay a p o r tio n  of the tax , but th e re  would be no deduction from 
fed e ra l tax  l i a b i l i t y .  Alaskans v/ould end up paying 93 cen ts  fo r every 
$1 c o lle c te d .

The dividend red u c tio n  would have an impact s im ila r  to  the s a le s  tax . 
Only a sm all share  i s  pa id  by n o n -re s id en ts , but fe d e ra l tax  payments 
would f a l l  i f  the  d iv idend  were reduced. Alaskans would end up paying 
about 86 cen ts  fo r  every $1 c o lle c te d . Although the  share pa id  by
Alaskan households would be le s s  than fo r the s a le s  tax  the  job lo ss
would be s im ila r  s in ce  d ividend d o lla rs  a re  more h eav ily  concen tra ted  
among low income households th a t  spend a l l  th e i r  income. More of a 
s a le s  tax  would f a l l  on h igher income households th a t  do not spend a l l  
th e i r  income.

The cu t in  the  o p era tin g  budget would have the la rg e s t  negative  jobs 
impact. THis i s  because i t  would r e s u l t  in  the lo ss  of p u b lic  jobs and
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the lo ss  o f spending from th ese  p u b lic  employees would a d d it io n a lly  have 
an economic impact s im ila r  to  a tax  or d ividend c u t.  That i s ,  
purchasing power throughout the  economy would f a l l .

A expanding economy can more e a s i ly  absorb a drop in  purchasing  power 
than one th a t  i s  s ta g n a n t. Since the  Alaska economy has been adding 
between 3 and 4 thousand jobs annually  through the 1990s, the h i t  from a 
measure th a t  reduces the f i s c a l  gap by $350 m illio n  is  in  the range th a t  
could be absorbed w ithout d r iv in g  the  economy in to  neg a tiv e  t e r r i t o r y .

The job lo ss  from the  income tax  which c o lle c te d  $350 m illio n  is  le s s  in  
th is  a n a ly s is  than  in  the Anchorage D aily News a r t i c l e  on Wednesday.
The sm aller f ig u re  of 2,625 takes in to  account th e  share  paid  by 
n o n -res id en ts  and the  fed e ra l government whereas th e  3,500 fig u re  
assumed the e n t i r e  amount would be p a id  by A laskans.

--S c o tt  Goldsmith
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W H A T  IS T H E  J O B  L O S S  F R O M  D I F F E R E N T  M E T H O D S  O F  C L O S I N G  T H E  F I S C A L  G A P ?

P R O  F O R M A  A N A L Y S I S  

4  O P T I O N S  F O R  G E N E R A T I N G  $ 3 5 0  M I L L IO N

(M IL L  $) J O B  L O S S

O P T IO N  1. I M P O S E  I N C O M E  T A X

R E V E N U E S $ 3 5 0

F E D E R A L  L E A K 19%

N O N - R E S I D E N T  L E A K 6 %

C O L L E C T E D  F R O M  R E D U C T I O N  IN F E D E R A L  T A X  P A Y M E N T S $ 6 7

C O L L E C T E D  F R O M  N O N - R E S I D E N T S $21
N E T  W I T H D R A W A L  F R O M  A L A S K A  H H  P U R C H A S I N G  P O W E R $ 2 6 3

J O B S  B A N G  P E R  B U C K 10
J O B S  L O S T 2 ,6 2 5

P R I V A T E 2 ,6 2 5

P U B L I C 0

O P T IO N  2. I M P O S E  S A L E S  T A X

R E V E N U E S $ 3 5 0

F E D E R A L  L E A K 0 %

N O N - R E S I D E N T  L E A K 7%

C O L L E C T E D  F R O M  R E D U C T I O N  IN F E D E R A L  T A X  P A Y M E N T S $ 0
C O L L E C T E D  F R O M  N O N - R E S I D E N T S $ 2 5

N E T  W I T H D R A W A L  F R O M  A L A S K A  H H  P U R C H A S I N G  P O W E R $ 3 2 6

J O B S  B A N G  P E R  B U C K 10
J O B S  L O S T 3 ,2 5 5

P R I V A T E 3 ,2 5 5

P U B L I C 0

O P T IO N  3 . R E D U C E  P F  D IV ID E N D

R E V E N U E S $ 3 5 0

F E D E R A L  L E A K 14%

N O N - R E S I D E N T  L E A K 2 %

C O L L E C T E D  F R O M  R E D U C T I O N  IN F E D E R A L  T A X  P A Y M E N T S $ 4 9

C O L L E C T E D  F R O M  N O N - R E S I D E N T S $ 7

N E T  W I T H D R A W A L  F R O M  A L A S K A  H H  P U R C H A S I N G  P O W E R $ 2 9 4

J O B S  B A N G  P E R  B U C K 11
J O B S  L O S T 3 ,2 3 4

P R I V A T E 3 ,2 3 4

P U B L I C 0

O P T IO N  4 . R E D U C E  S T A T E  O P E R A T I N G  B U D G E T  A C R O S S  T H E  B O A R D

R E V E N U E S $ 3 5 0

J O B S  B A N G  P E R  B U C K 18 .6

J O B S  L O S T 6 ,5 1 0

P R I V A T E 8 .4 2 ,9 5 4

P U B L I C 10 .2 3 ,5 5 6


