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Is it really fair, logical, or economically sound to give 184,000 children checks for $931.00 each 

while taxing tneir parents twee or wee omos that amount? This is no way to secure the happiness of 

the people. You aro going to tax Mom and Oad just to give the Kids a dwdond check. It used to be the 

responsodity of the pvents to give their ctvkfren an aiowance. Today wo are teibng tho children that 

from now on they shouldn't bug Mom and Dad about an allow once • just talk to your legislator. In most 

cases, with both parents working and considering a hgh percentage of smgie parens working in Alaska, 

there win be no net gain from the dividend checks, because the taxes wtf be higher than the Ovidends.

Let s compare taxkig the working class to gwe $3,000 to everyone over 85. ts it really fair (and 

ol what government purpose) to tax a single parent who is barely making ends meet, wttfe giving a bonus 

to retted persons who. in more than 25% cf cases, ha,a larger mcomes. The average per capta income 

for Alaska in 1990 was $28,187.00. Al persons over 65 receive a bonus pkrs the* permanent fund 

d wdend check. The bonus amounts to $63,000,000 for 21.000 people, whch if conthued. wo-Jd come from

63.000 workers who are taxed at least $1,000 each A* working people rrafcng more than $15,000 woUU 

be taxed • whch woutt in many cases go to someone who 0  drawing a hgher mcome in retremenL Of 

the 21.000 senior otzens who. as of Ma*ch 1 .1991. were recevrg $3,000 each; $.000 had incomes of 

$30,000 or more, it wmAJ take 15.000 taxpayers, at $i .000 each, pa: to pay $15,000,000 for tfts group 

whose incomes already exceed tne average Alaskan's annual wage This a m a m  to spaing from the 

havens to gwe to rose who have enough. Those who a*e oroposng n s  unuKr ed tax on me pecp'e 

who cod for their bread (so others can eat r* must rtafcze me burden they are piaong on me peep* who 

can least ord 1  VYneo legislators impose an unnecesw7  ta» on the sates otzens. we r**t hundreds 

of thousands of peep t. Ths is espeotfy true when we try to regulate human behawor (force chanty), 

snce some eowson remseivts the ndtortwtofi o* personal income.

Some legsators reason c d  be re purpose of government to eouakze tcomomc power Can the 

workng people of Aawa carry the rotated birttn of government spenpng to support tho e*$. *es of a 

a ge nonworkng segment of M  stale who demand not o*y unnecessary serwees. but m aocton. 

enormous amour* of cold cash to eevaa thee buyng power? I fnd no reason why we mutt concern
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oursolvos with the redistribution ot the working people's personal income while we continue to give out 

hundreds ot millions ot dollars to every citizen who does nothing to earn it.

Now the question is. 'How many non-workers can the workers support?" Wo have to know 

where the line ot rotusal to support stops in our system. Maybe it runs until it becomes impossible (or the 

workers to handle the job any longer or when they see they can have a higher income by not working. 

Are we approaching the breaking point? Here are some ot the figures lor people who help increase the 

costs ol government, but for obvious reasons contribute little to pay those costs: 179.939 under the age 

ol 19; 2S.000 college students in Alaska at Wi-urne equivalency; 22,095 seniors over the age ol 55.34 ot 

whom have no tax liability; 2.350 inmates in the state correction system; 17.300 average per year 

unemployed • a total ot 229.384 indrvxJua's receiving permanent fund dwdend checks (excluding felons 

who arc now inefagtte). In essence, this results in the empoyed workers ol Alaska being forced to pay lor 

almost 230.000 d.vdend checks dstrbuted to mdvduaS who are not wortong

Taj/IQ r* wortjng<im and pang r* rtvmjt* » rw norvwartJng *rgmmc ol a pop/awn 

ii tr» »cni ion or w&ison i tow jMcimrt on pu we tv  Kowy.

An interesting sde note to Ifcs issue is that under the permanent fund dividend program *hoto 

harmless* provisions, the state wii pay 524 mOon in federal mcome taxes on behalf of certain low 

income PFD reopents to ens«/e that they w i not be taxed, because they exceed the* low income bmts 

and thereby become loe-'gb'e lor federal government programs they are currently covered under. An 

adtacnal 55 nfion plus a a seated by D# stave to pay ledrai taxes under the hoJd ham'ess btneSt tor 

reopens of the tongewty bonus, who woufd become <ne $ P e  lor programs such as medcad wth the 

odttona! meome. Each of the 158.003 taxpayers woud have to pay St20 to pay th«s tax of the *poor*.

Of come, these hod harmless pronsons are jus: two tax e lempcon benê ts avowed to certan 

groups of peopt Another wew-known safe jxs-d y« the payment of 53 mfion r  property ta»es to 

mjncpakoes on behaJ of tenor ct:r.t How obout the state paying 80% ot monthly rents lor 

thousands who dam povtr̂ r b(A the mcome horn the s » e  d not courted

Too many of my coleagues a*e rawing al over each ocher to be canowed as me patron sa*t 

and savior of the permanent tjnd dvoend program
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W h a t  A r t  T h e  P e r s o n a l  I n c o m e  T a x  R a t e s ?
I

Many legislator* fa J to see mat me income tax they repose will sake **a> any dvktend me 

wo&ng<dass and me r ch men w y j #  receive. The re* at form me Depanmen: a! Revenue designed 

from H8 i$< and proposed by members of me House Democrats m :9€S wo/e have been sen: tc each 

taxpayer, making it dear by teing the taxpayer to subtract the dvdend credit from their tax Lab ty. 

The Depatment a'so estmates a rebate to the state of Si6 . 6  mfoon from the dvcencs. Thus tamies 

earning more than $25,000 for s<ng’t taxpayers or $40,000 for joint statement, wl be dep’rved of me 

mcome of their chudren's dividend chec*s Famx es («ndy&ng children) who keep me* tnccme be’o*

S 1 2 , 0 0 0  a yea' wtB recede a tuft a’Ocaton of ttadend decks.

Emobonai Bogans a*e useful for ratyvng pecpe to a cause, but slogans a*e no substitute for 

thought Take, for insance. V #  m m : have an income tax to make the norwtsrfem worker pay for 

wprtung in me state.* The Department of Revenue, m a hypomeoca case, anayzed mat a $300 rtfion 

■ncome tax vcens'O woud ony bnng m St 7 m i«n  from cut estate workers. Does >t make sense, men. 

to tax Cursives S283 m.; on pst to get Si7 m*on? Resoem workers woud pay 95% of me tax. *h.e 

out-d-suit's woutd pay 5%.

Anomer raoorae for paying state income axes «  mat may can pe cec-cted from you* feora 

tax Because we have no state ncome tax. $ 6 6  m*on says w.m me feoera government earn yea*
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(out of $399 million in federal taxes paid by Alaskans). This is termed the ‘federal tax leakage* In 

other words, if we had a state income trx, 22 cents out of every dollar in income tax paid to the IPS 

would stay in the state. Does it make sense to tax the working class $316 million to save the $ 8 6  

milbon? If this is the case, then the sam j logic should apply to other leakages to the federal government 

Why not slop giving out permanent fund dividends and save that $100 million leakage? Is this not a 

reasonable trade-off? And who will benefit'’ • me working people. With the PFD check increasing each 

year, the federal tax leakage will dramatic^1' increase.

I cannot reaty blame the Juneau representatives for pushing a state income tax because the 

program itself would employ, at a minimum. 92 new people with a payrofl of at least $4.1 mibon ($50,000 

for me average empfoyee including benefits), plus an enormous start-up cost with new machinery and 

office space required. At the same time, we wii stii be employing 92 full-time equivalent employees to 

g :*  out me dvoend checks.

Currently, state employees and teacher across the state are comparing or threa'*n«ng to go 

on sr<ke for a 3% to 4% pay increase. However, many of them aso say they support an income tar I 

am bemtiered by mar rat ora zat-on Don't they reaize that an income tax is atso a redixton in the* 

wages? Do they not reaze that government workers a-c .eachrs far and above receve a higher 

sa' 4 7  man me average private worker and would pay a hgher percentage of taxes As everyone has 

shared equally m me wea'm of Alaska mrough the PFD checks, so everyone should a w  be wo ng to 

shaft tqua’fy m me dss through a redutton in me PFD VHt\  an mcor e  tax. working peope a*e beng 

forced to take too great a porton of me burden in repaong me Pit revenues

Others who advocate recmposmg me state income tax say peope were more -terested in 

government when mty pad taxes The s  rea y g'tbCxng at s t w .  and 4  not borne out by me facts 

Figures show a Aaska mat me pub'c s partcpato- in government, a terms of percentages of peope 

wno vtted. has risen tree me end of me ncome tax in 1950 I fnd me pnvaa sector even more 

n ested  today in potectrg mer pocxetdooks ^  me government

We shoud consider re tax rtvoti fever gong on al over me rat on Take a hnt from me state 

or Ucmgan. where me peop* recaied five De-ora: state senators who voted to n c n t u  mer income
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taxes, and replaced them with consorvativo Republicans. I wouldn't be surprised to fmd a lot of requests 

for recall procedures in this state, to be used on those who pass any bill for a new income tax or see a lot 

of new faces after the November 3,1992 election in the state legislature.

No other state allows a simple majority of the legislature to increase taxes on the citizens. A 

number of states, by their constitution or state laws, require a 2/3 or 3/4 majority, and one state even 

requires 4/5 of each house before a new tax increase can become effective. Voter approval is required 

in more than haH the slates, while hero in Alaska, the people are den ed this opportunity. The citizens of 

Alaska, in 1983. were even denied the right to petition through the initiative process for the right to vote 

or. taxaton.

It borders on tyranny if our current legislature would invoke a new tax on the citizens, the 

majority of whom they do not represent. It certain1/  would be an affront tc the principles of a repute if 

such acton were implemented.

Wo in Alaska have a gotten opportunity to avott the mistake numerous states and Congress 

have made by preventing the state from engaging m inftatonary detot spend ng, and forong taxaton on 

our chttren and our ch dan's ch wen • taxaton they w.i be paying unot the death of democracy.

On the other hand, what a u*que legacy we can establish m Alaska, perhaps for the other 

states to emu/ate. where future generat ors • every chid born in A'aska • can hope to grow up to er\oy 

no state taxation B'essed may be the young Alaska's for they $ha« rot inherit state debt. Once they 

start provtthg for themsoves. b*ng independent. seS retent Alaskan breatfwrnne**. they can be sure the 

state «ri not take a bg s&ce of it A r.ew *come tax *  re worst type of captai pumhmenj we coPd 

impose on the future geneatons. especa y when re state is coiectmg more taxes ran is absolutely 

necessity. This may be consttered tegafczed rtbbry. R «s sad rat re income a* has made more tars 

out of the American people than any ortr insttuwn. Alaska does not need to ado to r s  temptation

Once a new tai «s put mto taw. re*# woid be nu fenc to now hgh future -eg sa v e s  coud rase 

4. Aiatkara used to pay an ad&tora 16% tncorr.e ax of re* i t e r  a  tax tothe sate. Nor would 

mere be any fcn< on the growth of sate government as some suggest You oonT tee re federal 

govenvrent decrease as people pay a m .  nor od the sate government decrease when an income tat
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was imposed. The new tax is a threat to every individual's personal ond family well-being. The stale 

does not need the extra revenue. The legislature was not created to devour the savings ol Ihe widows, 

nor the income of the single parent who struggles to provide for the needs of her or his children.

BLESSED BE A STATE WITHOUT INCOME TAXI!!



R E I M P O S I N G  T H E  P E R S O N A L  IN C O M E  TAX

Tostimony of B P  Exploration (Alaska) Inc. 
to the House State Affairs Commltto 

on HB 525

By Thomas K. Williams 
Director, Government & Public Affairs

April 13. 1992

Mr. Chairman. Members of the Committee Good morning M y name is Tom 
Williams and I am  Director of Government and Public Affairs for BP Exploration 
(Alaska) Inc. M y testimony today will share with you som e thoughts about Ihe 
personal income tax and its potential for being pad of a solution to the larger issue 
ol balancing state spending and revenues as oil production declines.

S o m e  of you may recall that I was Commissioner of Revenue when the 
personal income tax was repealed in 1980. and it may bo useful to recall what 
happened then. State Representatrve D>Ck Randolph had been spearheading an 
initiative petition to "repeal* the personal income tax. Actually, since the state 
constitution does not allow initiatives to repeal taxes, tha "Randolph Initiative* would 
have amended the tax r a t e s  so as to reduce the tax to insignificance. A s  an 
alternative to the Randolph Imuauve. Governor Hammond end the Legislature 
chose not to repeal the tax. but to reduce tt on the basis of how long an individual 
taxpayer had been an Alaska resident. Non-res*dems and those who had resided 
here lor less than a year paid the fun amount ol tax. One-year residents paid two- 
thirds of what they otherwiso would have paid, two-year residents paid only one* 
third And those who had resided here for threo years or longer would pay no tax at 
an. This approach was not unlike the one in the ongmal Permanent Fund Dividend 
program enacted oi the sam e time, undor w h o  each Alaska resident would have 
receded a dividend ot $50 for each M  year of residency smco Statehood, up to a 
maximum of $ 1 , 0 0 0

Both ihe dividend program and the residoncy based phase-oul of tho income 
u u  wero challenged in court in a sot coned Zobei v Wiliams winch was Wed Apni 
28. 1980 I was named as the defendant m  tho case because, as Commissioner of 
Revenue. I was r e s p o n s e  for odmmistonng both the dividends and the income



lax. O n  June 2 7 ,1 9 8 0  the state Superior Court struck down both programs as 
unconstitutional. The Alaska Supreme Court granted an expedited appeal, and on 
Soptember 4, 1980 it issued an order affirming the Superior Court's ruling that the 
residency-based income tax is unconstitutional The Supreme Court's opinion 
explaining its decision was issued September 19.

O n  Soptembor 4, 1980 • •  Ihe same day that the Alaska Supreme Court 
issued its order striking down the residency-based income tax *• Governor 
Hammond called a Special Session of tho Legislature to convene on September 
22nd. Acting in only three days, tho Legislature passed a law repealing the 
personal income tax altogether, rejecting suggestions lo suspend the tax for a 
period of time such as ten years. Governor Hammono signed the legislation into 
law on September 24, 1980 • •  the same day the Special Session adjourned.

At the time, tho repeal of the personal income tax was criticized for three 
different reasons. First, the cntics warned that repealing the tax would cut off the 
citizens of Alaska from any sense of paying for the state governmental services they 
receive. With no cost to themselves, the public's appetite for such services would 
surely grow, according to tho critics, and politicians would feed that appetite by 
pushing for more and more servicos and larger government. Second, the cntics 
pointed oul that repealing the income tax would throw out the one effective means 
Alaska had of taxing non-resident transients coming here to make lots of money 
from state resources like fish, and then going back home Outside without having 
made any contnbution to Alaska Third, the critics noted that, without the porsonal 
income tax or some similarly broad state tax. economic development would not end 
up paying for the legitimate demands for more schools, roads, etc. that such growih 
wodd generate While development and diversification of the economy were seen 
as desirable, evon essential for the state when it got to tho down side of the 
’ Prudhoe curve’ of oil production, ihe cntics cautioned that repealing the income tax 
would mako the state government even more dependent on petroleum revenues 
because all The other seciors of the economy would be failing to pay their own way.

From the perspective of today, it looks like the cntcs of tax ropeal were nght. 
The size and cost of government have steadily increased despite repeated efforts 
by present and past Administrations and Legislatures to reverse the trend. Out* 
siders continue to exploit our resources and economy without paying for it. And. 
paradox caJ!/. the growth of Ihe non-petroleum sectors of Alaska s economy has put 
the state deeper in the hole in terms of dependency on petroleum revenues

However, just because the warnings 12 years ago about repealing the 
personal income tax were correct, it does not necessarily follow that Alaska should 
re-impose the income tax now. Re-impos<tion of the tax s one of several options 
that Alaska could choose, separately or in combination, to deal with its looming 
budgetary problems I would like to review bnefty those options and then suggest to 
you a process for deod»ng what to do.

O n e option. which the House in particular has been considering this year, is 
user fees. In one sense user foes are the fairest approach to raising revenues 
because only those who use particular government servces pay for those services 
However, there are somo drawbacks to user foes First, for many government
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programs user fees would be inappropriate, counterproductive or even absurd. It 
would make little sense, for example, to have user tees to cover the costs ol 
processing applications for need-based welfare assistance. Second, user lees aro 
regressive in the sense that they are the same regardless of how easy or hard it is 
lor the user to afford them. Third, there could be legal problems with user fees for 
certain kinds of services, particularly if the "service* is something that the state has 
imposed as a requirement on its citizens.

A  second option is to raise taxes. Among the options here the income tax is 
attractive because it can readily be a progressive tax -  in other words, those who 
can better afford to pay more do so because the rate goes up the higher thoir tax 
bracket is. Another possibility is a state sales tax. In its pure form this is a regress­
ive tax, but some degree of progressive can be created by exempting certain 
essentials like food or medicine from the tax. A  third possibility is some type of 
value-added tax or a tax on gross receipts, but this is both regressive and infla­
tionary since it causes pnces for goods and services to nse.

A  third option is to reduce spending. This is never an easy task politically, 
but in Alaska it ts doubly difficult because half of the state operating budget is spent 
on formula programs. A  third of tho operating budget goes to municipalities and 
school districts. For those local areas with a fully developed, cash-based economy, 
those grant programs serve to roduce the amount of local taxes that otherwise 
would havo to be paid. And for those areas where traditional non-cash lifestyles 
continue, these programs make the differenco between having local services and 
going without.

A  fourth option is to use income of the Permanent Fund. Historically, this is 
what the Permanent Fund was established for ~  to be an endowment to hoip with 
the costs of government after the oil runs out. This is why the Permanent Fund 
amendment to the constitution says the income is to be deposited into the General 
Fund unless otherwise provided by law. The idea of dividends didnl become law 
until four years later, in 1980. when Governor Hammond saw dividends as a way to 
create a strong public constituency to defend the Permanent Fund and preserve it 
for the future His idea certainly worked since now there is such a strong constitu­
ency for the Fund that proposing to tap the income from it may be tantamount to 
asking for tar and feathers.

To reach a solution to the impending budget cnsis. it is no: necessary that the 
Legislature and the Governor "jump off the cfifT together, instead, it is necessary to 
educate the public and. through repeated feedback with them, develop consensus 
•bout what should be done. The efforts we are seeing this year are brave and 
commendable, but they soem to bo tackling the problem backwards from how the 
public wants it do be done

While you obviously have your own independent means of assessing public 
sentiment, our sense is that the public wants state spending to be cut before there 
are any significant new taxes, user tees or other measures to buti up the revenue 
sxJe of the state budget In a sense this ts unrealistic because only half of what the 
state ts spending goes to the "bureaucracy" that the public wants cut: the rest goes 
directfy to the public or local government through the formula gram programs It
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state spending is to be cut significantly, there will have to be cuts in formula 
spending, which in turn wMi mean either that local programs are cut or eliminated, or 
that ocal taxes will incre, »sii to compensate for the reduction in support coming from 
the state. This dimension of the budget problem is not well understood by the 
public • •  in faci it does not seem to be well understood even by local school and 
municipal officials since so many of them have come to Juneau this year asking for 
i n c r e a s e s  in state grants and are not content with just the status quo. Clearly a 
program to inform Alaskans about the true nature of the spending problem needs to 
be undertaken.

At the same time the public is being educated about the formula grant 
programs and how state spending cuts have to affed local government services, 
there needs to be public discussion about what parts of the 'bureaucracy' should 
continue and what parts need to go. So  far the discussion has always been about 
where to cut the oudget. This is an extremely difficult way to frame the discussion 
because every program has its constituency to defend it. and with almost every cut 
there will be real people who wili be hurt or suffer as a result.

W e  believe the discussion will bo more fruitful if ** instead of asking 'Where 
should we cut?" -  you were asking people 'What are the most important things that 
government is doing for you?" Asking people this question does not threaten their 
own pet programs, and hence they will not enter the discussion on the defensive.
At the end of the process there will be a ranking of all the things the state is 
spending money on, and then it will be a straightforward matter of funding those 
programs with the highest priority first and continuing down through lower and 
lower pnonty programs until there is no more money loft to spend. The remaining 
programs would then be discontinued or repealed.

This process will require a long discussion becauso it will have to be repeat­
ed several times with progressively finer levels of detail. It will require political 
leaders to give their voters feedback about the consensus that is emerging about 
which programs are most important. If. for example, education comes out with the 
highest pnonty. it does not mean an education monolith goes to the head of the line 
to receive funding in the budget. The next round of community discussion could 
ask. for example, what parts of the present educational system are most important ~  
vocational training, school sports, after-hours use of school facilities by the public, 
programs for the gifted, programs for the disabled, and so on. Or the second round 
of discussion could focus on which goals of the present education system are most 
important, so that programs best advancing the most important goals would have 
the highest pnonty. A  third round of scussion could then identify the programs that 
are best at advancing the most important goals

By such a process of d<ak>gue with the public, feedback on the results of that 
dialogue and further rounds of dialogue and feedback, each community can 
develop a consensus about wh<h areas of stato spending should havo tho highest 
pnonty. It ts m  the Legislature that these local perspectives can then be fused into a 
statewide perspective. Each legislator should defend the priorities of her or his own 
(fcstrtct. and in the end those programs with the b'oadest consonsus supporting 
them wui get the votes to bo funded and the unimportant ones wool
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Once tho public has participated in tho exercise of cutting the budget and 
real cuts have been made, they will be ready to discuss what revenue- 
enhancements, if any, they want to have in order to sustain the most important 
services that havo been identified. A similar process of community dialogue and 
feedback will help form a second round of consensus about which revenue- 
generating options should be used.

The challenges of establishing a transition between today’s spending and 
tomorrow's means are great. This is true for the oil industry as well as tho state. W e  
are striving for new ways of doing our business smarter, more effectively with fower 
people, by forming creative problem-solving partnerships with our contractors and 
suppliers, by continually challenging what we are doing ourselves to see if som e­
one else can do it as well or better for less cost, and by companng notes with our 
partners in the fields to identify and implement the best and most effective operating 
practices. While this is difficult and often painful for us. we have no choice but to 
respond to the decline in production.

The state, no less than industry, most address the realities imposed by 
declining oil production. W e  can share with you our successes and failures in our 
responses, to the extent they may be holpful in deciding what government should 
do. Our employees can share • •  indeed, we encourage their participation -  in the 
community dialogues that must be held to determine which government services 
have the highest and best value. It will be a difficult and time-consuming process 
that all Alaskans must go through, and it will not be completed by this year's 
elections. Indeed it is a process that should be ongoing. But we must devote the 
time and energy to this process and make it work, for it is scarcely an exaggeration 
to say that the future course of our stale depends on the results.

Thank you for this to appear today and address the Committee.
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tant score tactic that ia. I would never hrtu mtroduced ttea tall if I thought far one minute that thi* bill weuld allow the Hoard of Fishrnrw to mokr arbitrary de> cvuona or tn act an eome *art of pmrtvrd •vendetta* against the charter industry.Ihr guided spartftshing industry an- tnbutrw yob*. visitors and dneraty to the economy, and ita responsible develop­ment should he a priority.Thi* ball will not hurt that industry, or ihr many 1 runner* that are related to il> In Gut. I am convinced that the guidid •port industry will benefit by Ihe mare precise, sound, rtwparwt-** fnhmrs man* agmunt that b ercuuragtd by thia hlL I urge every one to get the (art* about Senate Hill 397 Copice of the ball are available from the legislative Inform*- Uan Offkr* — ask far CSS11387 <Reel ar Oil IB 506 «R*»l If you have any auaa- tkma phase contact my office or Rep Modur's officelet's ensure that the state ha* the tuula tt need* to dnol writh aanplex man-
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‘I w ill  pay $ 2 4 ,5 0 0  in  s la te  r e g is t r a t io n  fe e s  o n  
th e  7 0 0  cars I w ill  b u y  fo r  th is  s u m m e r . T h i s  b ill 
w o u ld  a d d  a n o th e r  $ 2 8 .0 0 0 .1 w ill h a v e  n o  c h o ic e  
b u t lo  p a s s  th e  c o s t  o n  to  th e  co n su m er.*

- Kevin (iarity, general manager of Dollar Rem A Car

Fees
ConMptttdftfipfiBl
cupped. disabled veteran* or rent* 
dent* 65 years old or  older who 
have filed far on rxrmpOon with 
the Alaska Division of Motor Vc- 
hide* would (ret Tree plnte* or 
lag*

Other Motor Vehicles fees or 
charfgw al» would incmnr. Vehi­
cle tAlr fare. Ulic tmnxfar* and du­
plicates would inaevc from $5 to 
$25 Dmrr's Itcrruc fees for nan* 
cammerofll vehicles and matorcy- 
dm would jump fmm 91 o to 125

Frank J  Dillon. rvrrutive di­
rector of the Alaska Tntdunf As- 
eodelion. wdd the bill enram «t • 
hod time.

‘Were hurting now as an in* 
dustry and the economy b snflm- 
mg.* Ddlon said This wtD dmr a 
•take tn the heart of Alaska bub- 
nos*

Trucking cnmpMur* dcrrt how 
a Strang cnmigh p-vfrt margin to 
absorb the increases without 
passing them on to their cua- 
turners, he ssud

Kevin Canty, gmeral manag­

er of Dollar Kent A Car and a spokesman lor the Car and Truck Renting and leasing Association, called the incraww "linreiUisUc.* *1 will pay $2-4.500 in state reg­istration fees on the 700 car* I will buy far this summer * Gariy ssud aThb hill would add another I2U)0U 1 will have nochrscr but lo pass the cost on to the con* sumrr*Division of Motor Vehicles di­rector Jay N. Dulany said hr au­thored the rate hikes at the re­quest af the legislature far pro­to increase incume. and he his dcossons on an onohsts of similar vehicle tas level* in oth­er stale*.1 cant blame anyone but my- 
seir far the Anal numbers. Du- lany said *1 dxlnt use any art far

mula cr prm-nlagre The laguda-t ure will look at them and make a
-1 •occiwanEven with the increases. Alas­ka vehicle registration fees for both private and commercial use still will be lower than those paid in mart states, he saidElgte said a safety department schedule of vehicle hew and Irani far all stales places Alaska ~tn ihr nuddle of the pock* with the rates included in the billTassencrr car fans would be a little higher than average, but rammrmol vehicle fans would bp lower wept far the upprr cate­gories.* Dulony soldAlaska drivers licenses are good far five years, making the cub af a bans* IS prr ymr. com­pared to a national average of

$4.60 per >ear. ho snidSome fare arc not expected to brnr up under legislative scruti­ny. Dulanv said.*1 believe you will see a com- i notice substitute bill that will re turn RmH Harbor survivors and J prjoners of war tn a free status." I he said. *Thcrr ore only 23 FYorll Harbor plates out there now. The! 
rrvrnur lass would be insigntfi-1 rant.* IElgr«- said the bill would re  I 
ceive it* first hearing Monday, I and utwing redrafted to remora | the hmrl Harbor survivor and 
F0W fa*w 1Duleny agreed that instituting | a $26 regist ration far far all sUde- owned vehicles appeared to be taking money out of one pocket ondputting it in another.This reflect* the fact that the Alaska Department of Trans- j portaUon and Fubbr Kaninas re  I quires other drpwtmcnta to pgv a I charge far vehicles DOT prevtdas I thrm, he said I’ I personally don't believe I 
there slhsikJ U icgutration in staU-ownrd vrhiclre ‘ ite Mud I 'nut »iil U- *rn»-sl out Ias well " I



mmt allowed the Tnnnmi lo buy bach a 12-unit apartment build­ing there for $5,000 an i pay a monthly lease to operate it The couple also secu-ed a $10,000 deposit to he refunded when the building is removed from the land

with them.*"We hod nothing to do with the figure they calculated that we needed to be paying them a month," Mid Kristan Tanner. “There wan no negotiating in- vuhed They just said this would he the amount we would be pay- mg-*
W o m a n  r a p e d ,  h a n d c u f f e d  t o  h e r  

s t e e r i n g  w h e e l  F r i d a y  a f t e r n o o n
TIMES STAFf
An Anchorage woman who was found handcuffed to the steering wheel ot her pickup truth told poker a man gt into herman gatat a midtown restaurant and bird her to dm* to a Muldnun- arm path where lie raped her.
Officers were called to the house cf Le victim's sutrr whet* they found the woman still hand­cuffed to the starring wheel of her

truck about 2pm Friday.
She laid pahr* the man got in­to her car at a fast-food restau­rant and farad her at gunpoint to dme to a wooded arm where she wme attacked
The eseaulont then ordered the woman to drive down Muldoon Road where he jumped out
T.ie woman also suffeted a bruised cheek tn the attack, offi­cer fat Ryder said.

NO TIC Ii OI HOAl)

changing the amount*.* he said Indiak Investment*, a partner­ship of the Thnnera and John Kay of Induinn, fimt bought the build tng near the George I’ark* High­way in June 1090 for $125,271 from the Federal Deposit Insur­ance (rirp

Fonsrt Lawn Chapel and will be followed by a funeral at 2 pm. A memorial smxr will be held at a' later date in Homer. Memorial contributions can be mode to the American Diabetes Association, 3101 IVnland hukwav. Anchor- agr. AK. 99508-1908 Arrange-
Appkatnw *r m m  staHaNr M  Ihr

1992 -93  SOUTHCENTRAL AIASKA 
CO M BIN ED  FEDERAL CAMPAIGN

Outfyint focal hnUi Ml human wrn- igsvt air msnl n  j(fh <■« 
W l « M  M ihr 1992-95 Custawl Inlm l Omfuqcn he ihr VMhirfllttl 
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Jam es!
Retired U£L, James Michael

dence Drive.
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State legislators consider 
ja ck ing  up vehicle fees
By B£RT TARRANT_______
tMES BUSINESS VOTERState motor vehicle registration fee#, now among the lowest in the country, would more than double and in same anmw skyrocket by more than 400 percent if a House bill Introduced this work become#
The inmo.w# would be in addition to those proposed in a bill now before the Senate that would raise i.amctpal motor vehicle registration Uuu* by 70 percent mer isujisnUnder House Bill 574. annual rtgMra- bon Ins far (oswupT vetuchv and motor home* would increase from $35 to $75; pickup trucks and vans not exceeding 6.000 pounds, from $40 to $75. and taxi­cabs, Crum 175 to $2D0The pnpwd (w omen are intended to (tare on planned cuts in Ihe Alaska Deportment of f\jbbc Safety. wud Albson Klgee. a spokeswoman for Rep Mike Navarre. DKenai. co-chairman of the House Finance CommKUe The House Finance Committee re­viewed proposed reductions in Public

Safety and didn’t like them because the cut* would come in the number of stAte trooper* and Fish and Wildlife officers." Klgce said This bill ts on effort to raise money lo hdp cupport those actmtx#'Cummcrao) «ehkk# would bo hardest hit by the bdL which one trucking industry rrprmenlaiitr called an ’absolute disas­ter*The foe far hghi trucks and vans weigh­ing up to 5.000 pound* would increase from $51 to $200. while senutnulm SjOOO
Kids lo I2JOOO pounds would jump from to $400Fees far semi-tractor# wvsghuu 12.000 »lo 15000 pound* would jump ftun 1 to $600. and vehicle* over 16.000 pound* vould ae fae* rise from $231 to
And. vruh three exception*, all nrtar vehicle* would be affected rvganilew* of mmsrship IVari lUrtur wnnm and far mrr prisoner# if war. who previously paid no state regsstrabcn far. would Ir asoewsed $50 per vehicleOnly vehicle owner# who are handi- 

Ser Fee#, hark pogr

S to le  v e h ic le  re g is tra t io n s

P r o p o s e d  f e e  
i n c r e a s e s P e g g j p

P*u*nger veMde. 
-nosor homo

I M $76

I OWJXSujo
‘'ix* or van

$40 $7$

Taucab 9 7 9 $200
MoSt«yciP 990 $60

CommmtMO vanscis -up lo S OCO to*
-4  000-12 0008*

! -12 000 18.0008* 
«*er 15000 tn

$61tss
I 1 M
$St1

$200
$400
$400
•600 I

i Speool rtgntration

Wsen Harbor suvwora $0 860
former pmoui of war *0 •60
vaersns msrees $90 860 '
(Vpe Heen ecpesi $60 •OO |’

j <af#ou. mosorcycss dnve<s lesrue $10 US



LEG ISLAT IVE A FFA IRS  AGENCY 
STATE O F ALASKA

1907) 465- U 67  tw  465 2410
K I X  (907) 465-2029 240 M am  Street, Stale 500
Mat! Stop J )0 I  Juneau, A la ika  99601-2101

D I V I S I O N  O F  L E G A L  S E R V I C E S

M E M O R A N D U M April I, 1992

SUBJECT : House B ill 525, rcimposing individual income lax (W o rk  O rde r 
No. 7LS 2075D )

TO :

FRO M :

Representative Gene Kuhina, Chair 
House Stale Affairs Committee 
A TTN : Annie Damilio

Juck Chen 
Legislative

House B ill 525 would reimposc the individual income lax. I f  enacted in the fo rm  
introduced, the hill would take effect Junuary I, 1993, and apply to income received 
on and a fte r that date.

You  have asked whether the measure may be enacted (i.c . become Law with o r 
without signature o f  the governor o r by override o f  a governor's ve to ) with a 
provision that the measure’s operative provisions would be indc.rnitcly suspended.

In my opinion, the legislature may pass a bill that, within it, contains a provision fo r 
the indefinite suspension o r delay o f  the operation o f  the measure's substantive 
provisions, U and the passage o f the measure containing a suspension provision

L To accomplish suspension. asa trifling mailer, ibe Inuhldujt income Luc* should 
(I) be imp wed and. al ibe same lime. (2) be suspended. (3) with ibe prmitto*s that makes 
the %wpc«mon s object io repeal by law. To that cod. sect too 18 ot ibe current bit! should 
be eliminated aod (be following ocw materia! substituted

* See IR. The uses lessed by (enumerate ibe specific AS tea iocs aod subsecitoos amended by ibe Nllj arc suspended as ot January t, 1993. aod do not take cttod uaitl the cfkvtnc dale ot an Ad that repeals ibis section.
* See 19. This Act takes cfleet January 1. 1993.

A ink change ia ibe Nil lo call alien lion io ibe suspcosauo ot the u» nod ibe means ot its actus) tmpnutkwj would aho be warranted
(c o n t in u e d - )



would probably survive any challenge undt r a key constitutional provision generally 
setting limitations on the legislature's authority to tax.

Suspension o f a stututc is defined as the temporary displacement o f  a valid 
legislative enactment by the execution o f  a later statute which is to prevail . .  
Sutherland, Statutory Construction, I A, see. 23.30. Suspension contemplates the 
revival o f  the act that has been superseded. That revival may occur through u variety 
o f  mechanisms including the legislature's passage o f  a measure that suspends the 
operation o f  a suspending act. U .S . ex rc l Lcvcv v. Stockslaccr. 129 Ui>. 470, 32 
L E d . 785, 9  S.Ct. 382 (1 8 8 9 ) (jo in t resolution o f  Congress suspending an earlie r 
Congressional Act providing re lie f fo r certain heirs "until the further o rder o f  
Congress" given its intended e ffect). §££ also King v. Sununu. 490 A .2d 796, 799-800 
(N .H . 1985); Strand v . V illage o f  Watson. 72 N .W .2d 609 (M inn . 1955), at 614. 
Though typically .i legislature forestalls the coming into effect o f  a new law through 
use o f  a delayed effective date clause, I have found nothing that would preclude, and 
cannot think o f  any good reason that would preclude, putting into the legislation that 
enacts a provision directing the suspension o r delay o f  the measure's operative 
provisions.
A provision suspending the operative provisions o f  a revived individual income tax 
should not be found to contravene article IX , section I o f  the A lai <a constitution, the 
provision barring suspension o f  the legislature's authority to levy and collect taxes:

T A X IN G  PO W E R . The power o f  taxation shall never be 
surrenders d. This power shall not he suspended o r contracted away, 
except os provided in this article. ^

(Emphasis added.) A laska's courts have not been called upon to determ ine whether 
this provision would prevent the indefinite suspension o f the operative provisions o f

*
’ Representative G ene Kubina

April 1, 1992
Page 2

#(. u*ttmicd)
I sngfcsl that this ts the best way to proceed. Under lha approach, (allure of ibe effective dale printone (sec. 19, above) lo obtain a two-thirds vole might make editorial maitcrv meaty Nil would not Jeopardize ibe intent of ibe leghbturc lo rctmpose ibe levy, suspend thai r rtuipuiitkxi. and direct ibe manner of termination of ibe suspension.
* El-c* here in article IX. explicit provision Is made for certain types of tax exemptions. Section 4 collects and sets out a series of exemptions The principal one exempts *|i|bc *eal and personal property of ibe Stale or its political subdivisions... under conditions and except ions which may be provided by law* The sectioo also extends an exempt** to *ja|ll. of any portion of. propcrt) used exclusively fur non-profit religious, charitable, crmriery. or educational purposes, as defined by law... .* Final)), the sectionprovides that *]s|U valid existing exemptions shall be retained until otherwise provided by 

Int.*
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ih c  in c o m e  lax  in (h e  m a n n e r  c o n te m p la te d  by th e  c o m m itte e . T h e  v e ry  b r ie f  
d e l ib e ra t io n *  o n  th is  p ro v is io n  d u r in g  Ih c  C o n s ti tu t io n a l  C o n v e n t io n  a r c  n o l 
d is p o s it iv e . &

D e c is io n s  in  o th e r  ju r is d ic t io n  m ay  b e  h e lp fu l l o  a n  u n d e r s ta n d in g  o f  ih c  p u rp o s e  o f  
th e  la n g u a g e  o f  th is  s e c tio n .
T h e  fo rm e r  M o n ta n a  c o n s t i tu tio n ,  d a t in g  fro m  th e  e n d  o f  Use las t c e n tu ry ,  c o n ta in e d  
a  p ro v is io n  fac ia lly  s im ila r  to  A la sk u ’s b u t lim ite d  in  its  e f fe c t  to  tn x a tio n  o f  
c o rp o ra t io n s :

r e lin q u is h e d  o r  su s p c rn lc d . a n d  a ll  c o rp o ra t io n s  in  th is  s ta te ,  o r  d o in g  
b u s in e s s  th e r e in ,  s h a ll  b e  su b je c t t o  ta x a tio n  . . .  o n  re a l  a n d  p e r s o n a l  
p r o p e r ty  o w n e d  by  th e m  a n d  n o t by  th is  c o n s t i tu tio n  e x e m p te d  fro m  
ta x a tio n .

A riic lc  12, s c c lio n  7 , M o n ta n a  C o n s ti tu t io n  o f  1889. In  a  c h a lle n g e  t o  n s ta tu te  
im p o s in g  a n  in c o m e  lax . b u t  e x e m p tin g  c o r p o ra t io n s  f ro m  th e  levy, th e  M o n ta n a  
S u p re m e  C o u r t ,  in  MilL* *, S ta te  B o a r d  o f  E q u a liz a tio n . 3 3  I».2d 5 63  (M o n t .  1931), 
r e la te d  th is  h is to ry :

|V ja lk J  s t a tu te s  e x e m p tin g  p ro p e r ty ,  r ig h ts , o r  f ra n c h ise s , if m a d e  fo r 
a  v a lu a b le  c o n s id e r a t io n  re c e iv e d  by  th e  L e g is la tu re  w h ic h  c n a c ic d  
s u c h  s ta tu te s ,  a t e  w ith in  th e  ru le s  o f  d e c is io n  sp e c ify in g  th e  d e s c r ip t io n  
o f  c o n tr a c ts  e n t i t le d  t o  p ro te c t io n  fro m  m o d if ic a tio n  o r  r e p e a l  u n d e r

» I tbd m x rt*J ike record o t the AJjftha ComitlutkMUl C uavrelioa bc.'pful lutb> 
Minute* o f ibe C ouutiuikN u] C a m s iltM , #t f u f e  2MD. tk b  c u k i i f c  ijtpcurv

KILCIIER. . . .  | t |u  S ftU a i t ( d  A r tx k  IX|. i  «MUlN q u e a n * . ta  ibe 
t a t n d  line, ibe p m t t  M u ll k h i  tv  M tp o d n l  or couunriad  * Could you 
euuudcr tlu t the per o t U u ib w c n u M  you c o u u k r  tksl txtx* could he 
M ftpcuW . u u %  to  b o n  u» u pmt a l  the latcffxl luduary?

NERLAND: I would t u f K t  t lu i  it «fl b r a n  tu the T n n w )  w i t  w  
U k M a l .  tb it p c th tfn  they could be.

K lL O iL K  Yes. thsiY ufcM I bud t t  a n d  T hjak  you

f R  W ID E S T  E G A S Mr Burr

BARK Mr fro d d es t. M Hue * u l  tb*« ia  o u r y ro p n y  i t s  • ! ieb  »  m m  
i tp m lcd . there « n  •  ( tim e  ia  there c w s f t u r  biuueMfud* tn v a  u u i » *  
until o a r  y ou  Over the cwucr clear in k  t n m  ihe k ik ra l  ( w r i u o i
Tbit w m  ih r a n  *4 t o o  ct r a p  to t sit o n  per M b
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th e  ( im p a irm e n t o f  c o n tra c t)  g u a ra n ty  o f  th e  F e d e ra l  C o n s ti tu t io n . 
S u c h  w as  th e  h o ld in g  o f  th e  S u p re m e  C o u r t  o f  th e  U n ite d  S ta te s  p r io r  
to  th e  a d o p l io n  o f  ( th e  M o n ta n a )  c o n s ti tu tio n , in  U n io n  P ass . R . C o . 
v. P h ila d e lp h ia .  101 U S .  5 2 8 ,5 3 2 ,2 5  L E d .  9 1 2  ((1 8 8 0 )), w h e re in  it w a s  
sa id : " S tip u la tio n s  in  n  s ta tu te  o f  ii S la te ,  e x e m p tin g  c e r ta in  p ro p e r ty ,  
r ig h ts , o r  f ra n c h is e s  f ro m  ta x a tio n , o r  e n g a g in g  th a t  th e  s a m e  sh a ll b e  
t r u e d  o n ly  a t  a  c c r ia in  r a te ,  if m a d e  fo r  a  v a lu a b le  c o n s id e r a t io n  
re c e iv e d  by  th e  S ta te  w h o se  le g is la tu re  e n a c te d  th e  s t ip u la tio n ,  is a  
c o n t r a c t ,  a n d  a s  su c h  c o m e s  w ith in  th e  ru le s  o f  d e c is io n  sp ec ify in g  th e  
d e s c r ip tio n  o f  c o n tr a c ts  e n t i t le d  lo  p ro te c t io n  fro m  m o d if ic a tio n  o r  
r e p e a l  u n d e r  th e  te n th  s e c tio n  o f  th e  firs t a r t ic le  o f  th e  C o n s ti tu t io n ."

I h c  jn i in i f c iL D u ip M e j tL th c  p iu h ib n io n  a g a in s t th e  r e lin q u is h m e n t o r  
s u s p e n s io n  o f  th e  p o w e r  o f  ta x a tio n  w as  to  p re s e n t  th e  c r e a t io n  o f

tu tw ia i io m  under piovBMm uf la y  U K J n h L i iU M .m il
r o r r a m t i o f l - o r - c o r p o r a t i o n s  w as e i th e r  i c l m m ih h c d  d u ru m  th e  
e x is te n c e  o f  th e  c o r p o r a t i o n o u m p c n d c d i o u i  d e f in i te  p e r io d  o f  tim e .

33  l* .?d, a t  5 6 6  (e m p h a s is  a d d e d ) .  C o n s ti tu t io n s  o f  a  g r e a t  n u m b e r  o f  w e s te rn  s ta te s -  
•g e n e ra lly  th o s e  a d m it te d  to  th e  u n io n  a f te r  th e  C iv il W a r~ c o n ta in  s im ila r  p ro v is io n s , 
fly  th e  m id d le  o f  th e  2 0 ih  c e n tu ry , th e  la n g u a g e  o f  th e s e  p ro v is io n s  h a d  b e e n  re v ise d  
a n d  b r o a d e n e d ,  w ith  r e f e r e n c e  to  " re lin q u ish m e n t"  a n d  " s u r r e n d e r  o f  th e  ta x a t io n  
p o w e r  n o  lo n g e r  l im ite d  t o  c o rp o ra t io n s .  In  its re v is e d  a n d  e x p a n d e d  c o n te x t,  th e  
c o n c e p t  a n d  la n g u a g e  w e re  a b o  u rg e d  o n  m an y  s ta te s  th a t  w e re  c o n te m p la t in g  
c o n s t i tu tio n a l  re fo rm . In  th e  c o n te x t o f  th e  M o d e l S ta te  C o n s ti tu t io n  p r e p a r e d  a n d  
p r e s e n te d  b y  th e  N a tio n a l  M u n ic ip a l  L e a g u e , th e  la n g u a g e  a b o  w a s  su cc ess fu lly  u rg e d  
o n  A la s k a n s  d u r in g  ih c  1955*56 C o n s ti tu t io n a l  C o n v e n tio n .

S im ila r  p ro v is io n s  in  o th e r  s ta te  c o n s t i tu tio n s  h a v e  g e n e ra lly  b e e n  c o n s t ru e d  in  lig h t 
o t  t h e  im p a irm e n t  o f  c o n tra c t  c la u s e  a t c d  b y  th e  M o n ta n a  c o u r t .  G e n e ra l ly ,  c o u r ts  
a r e  r e lu c ta n t  t o  c o n c lu d e  th a t  p a r tic u la r  le g is la tio n  a m o u n ts  t n  a  s u r r e n d e r  o r  
s u s p e n s io n  o f  th e  tax in g  a u th o r i ty  in  th e  a b s e n c e  o f  e v id e n c e  o f  th e  le g is la tu r e s  
m a k in g  a n  i r r c p c a ta b ic  g ra n t  o f  e x e m p tio n . W h e re  th e  le g is la tu re  c h o o s e s  n o t lo  
im p o s e  a  tax  o r  w h e re  it r e ta in :  th e  p o w e r to  In c re a se  o r  i l e a  c a s e  ta x e s , th e  c o u r ts  
h a v e  d e te r m in e d  th a t  th e  k g x & tu r c  h a s  i c u m e d  fu ll c o n t ro l  o v e r  th e  ta x in g  a u th o r i ty  
o f  th e  ju rn d ic t jo f i .  Z t e t k r  v  W ith e r s p o o n . 4V N .W .2 J  3 1 8 .32 H I  M ic h . 1951); G r u c n  
v. T a x  C o tn n u s u o n .  211 P .2 d  6 51  (W a s h . 1949) (w h e re  T h e  le g is la tu re  d id  n o t  in  a n y  
w ay  re lin q u is h  o r  y ie ld  its  r ig h t t o  im p o se  a  tax ." th e r e  t» n o  s u r r e n d e r  o f  th e  p o w e r  
to  ta x ) . T h e  fo rm  o f  th e  m e a s u r e  y o u  h a v e  d e s c r ib e d  lo  m e  a n d  th a t  I h a v e  p r e p a r e d  
w o u ld  s e e m  tn  fit b o th  r e q u ir e m e n ts :  th e  le g is la tu re  a  o p t in g  t o  p u t  in to  p la c e  a  
m e c h a n is m  to  levy a n d  c o lle c t  a  tax  o n  in d iv id u a l in c o m e , h a s  c h m c n  n o t  t o  b u r d e n  
t n d n i d u a b  w ith  th a t  levy a t  th is  t im e , h a s  n o t  c o m m itte d  t o  a  d e la y  fo r  a  s e t  p e r io d ,  
a n d .  tn  ih c  law  c s ta b ln h m g  th e  s u sp e n s io n , h a s  ex p lic itly  re s e rv e d  th e  r ig h t o f  a  fu tu re
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le g is la tu re  t o  net by  law  to  re m o v e  th e  su sp e n s io n , th e r e b y  im p o s in g  th e  in d iv id u a l 
in c o m e  tax  levy.

T h e  p ro v is io n s  p o s tp o n in g  th e  ta k in g  e ffe c t o f  th e  o p e r a t io n s  o f  Ih c  lev y  d o  n o t ,  to  
m y  m in d , c o n s t i tu te  a  's u s p e n s io n "  o f  th e  tax in g  a u th o r i ty  o u ts id e  o f  a r t ic le  IX . tn  
its  G r u c n  d e c is io n , th e  W a s h in g to n  S u p re m e  C o u r t  d e f in e d  " su s p e n s io n "  a s  
" te m p o ra r i ly  in ac tiv e  o r  in o p c ra t iv c ~ fh a t  is, h e ld  in  a b e y a n c e ."  G r u c n .  a t  6 8 0 . 
S u s p e n s io n  o f  th e  ta x  is p re c is e ly  th e  s i tu a t io n  th a t  is w h a t ' . o n tc m p la tc d  in  th is  
c o m m itte e  s u b s t i tu te .  H o w e v e r ,  s u s p e n s io n  o f  th e  o p e r a t iv e  p ro v is io n s  o f  th e  
p r o p o s e d  in c o m e  tax  b  n o t th e  e q u iv a le n t  o f  th e  le g is la tu re 's  s u r r e n d e r in g  its  
a u th o r i ty  to  levy o r  its  p la c in g  in  a b e y a n c e  its a u th o r i ty  to  levy  a n d  c o lle c t  a  fax . 
In d e e d ,  th e  la n g u a g e  1 a m  su g g e s tin g  in  th e  fo o tn o te  m a k e s  c le a r  th a t  th e  le g is la tu re  
c o n te m p la te s  a  fu tu re  im p o s it io n  o f  Ih c  lax  a n d  d e c la r e s  th a t  s u s p e n s io n  o f  th e  
in d iv id u a l in c o m e  fax  p ro v is io n s  m ay  b e  se t  a s id e  b y  law .

I tru s t  th is  is su ff ic ie n t fo r  y o u r  p u rp o s e s .

J 0 C :g c
92-26fvg lc

E n c lo s u re
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D a r r e l  J .  R o x w i n k o l ,  C o n t a in s  i o n o r  
D e p a r t m e n t  o f  R o v o n u o  
S t a t e  o f  A l a s k a

D e a r  C o n n i e s l o n e r  R o x v i n k o l ;

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

T h i s  i o  a n  o x t r o a o l y  c o a p l o x  p r o j o c t  r e q u i r i n g  d e t a i l e d  
a n a l y s i s  i n  o r d e r  f o r  a n y  o e a b l a n c o  o f  a c c u r a c y  t o  b o  
a c h i o v o d  a n d  t o  b o  a b l e  t o  a n s w e r  t h o  a y r i a d  o f  q u e s t i o n s  
a s s o c i a t o d  w i t h  s u c h  a  p r o j o c t .  T h o  " q u i c k  a n d  d i r t y  
a p p r o a c h "  d o o s  n o t  w o r k  w i t h  t h i s  t y p o  o f  a n a l y s i s  s i s p l y  
b o c a u s o  o f  t h o  c o a p l o x i t y  o f  s o s o  o f  t h o  q u o s t . i o n s  i n v o l v e d ,  
t a x  c o d o  i t o o l f , a n d  i n t e r r e l a t e d  r e v e n u e  i s p a c t s .

I  a s s u m e  i f  t h o  a n a l y s i s  i o  t o  b o  p u r s u e d  t h o  d e c i s i o n  
m a k e r s  w a n t  t h o  b o o t  i n t o n a t i o n  a v a i l a b l e  i n  o r d e r  t o  o a k s  
i n f o r m e d  j u d g n o n t o  n o t  o n l y  f o r  b u d g o t a r y  c o n s i d e r a t i o n s  b u t  
b e c a u s o  o f  t h o  o c o n o a l c  i s p a c t s  o n  v a r i o u s  i n c o s o  c l a s s  
g r o u p s  w i t h i n  t h o  s t a t o .  A l s o ,  i f  t h o  s t a t e  i s  t o  o n c o  a g a i n  
i s p l e s o n t  s u c h  a  p r o g r a a ,  t h o  a d n i n i s t o r i n g  a g e n c y  n e e d s  t h o  
b o o t  i n f o r m a t i o n  a v a i l a b l e .

I n  v i e w  o f  p a s t  o x p o r i o n c o  i n  u n d e r t a k i n g  s u c h  a  t a s k ,  wo 
h a v o  i n e v i t a b l y  b o o n  a s k e d  a b o u t  n o t  o n l y  d i f f e r i n g  b a s i c  
t a x  s t r u c t u r e s  s u c h  a s  a  p r o g r e s s i v e  v e r s e s  a  f l a t  v e r s o s  
s o m e t h i n g  a k i n  t o  b e i n g  l i n k e d  o r  p i g g y b a c k e d  t o  t h e  f e d e r a l  
s y s t o a  b u t  a b o u t  c h a r a c t e r i s t i c s  a n d  p r o g r a n s  p e c u l i a r  t o  
t h e  s t a t e  o f  A l a s k a .  P o r  o x a n p l o ,  s h o u l d  l o c a l  s a l e s  t a x e s  
b e  d e d u c t i b l e ,  s h o u l d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  b a  
e x c l u d e d  o r  I n c l u d e d  f o r  t a x a t i o n ,  s h o u l d  t h o  l o n g e v i t y  
b o n u s  a n d  o t h e r  p r o g r a n s  b e  t a x a b l e ,  s h o u l d  t h e  f e d e r a l  C o s t  
o f  L i v i n g  A l l o w a n c e  (COLA ) b e  i n c l u d e d  o r  e x c l u d e d  a s  
t a x a b l e  i n c o a e ,  e t c .  a n d  M t a t  a r e  t h a  l a p a c t s  o f  d o i n g  o r  
n o t  d o i n g  t h e s e  t h i n g s .  I  h a v o  f o u n d ,  i n v a r i a b l y ,  t h a t  a s  a 
t a x  b i l l  m a k e s  i t s  w a y  t h r o u g h  t h e  l e g i s l a t i v e  p r o c e s s  i t  i s  
s u b j e c t  t o  t h a  a m e n d m en t  p r o c e s s  a n d  i n d i v i d u a l  r e q u e s t s  
r e q u i r i n g  u s  t o  b e  r e s p o n s i v e  i n  p r o v i d i n g  g o o d  i n t o n a t i o n .  
T h e  d e t e r m i n a t i o n  o f  t h e  t y p e  o f  t a x  s t r u c t u r e  a n d  t h e  
a s s o c i a t e d  r e v e n u e  i s p a c t s  a s  w e l l  a s  a n s w e n  t o  t h e  
q u e s t i o n s  a s k e d  b y  d e c i s i o n s  a a k e r s  a b o u t  p r o g r a n s  i n  A l a s k a  
r e q u i r e s  t h e  d e v e l o p m e n t  o f  a  b a s i c  m o d e l  w i t h  b u i l t  i n  d a t a  
i n f o r m a t i o n  d e s c r i b e d  b e l o w .  T h e  D e p a r t m e n t  o f  R e v e n u e  a t  
o n e  t i m e  c o n s t r u c t e d  s u c h  a  m o d e l  w h i c h  c o u l d  b e  p r o g r a m m e d  
t o  a n s w e r  t h e  q u e s t i o n s  o f  d e c i s i o n  m a k e r s .



T h a  l a s t  i n d i v i d u a l  i n c o a o  t a x  m o d a l  v a a  d a v a l o p a d  b y  t h a  
D e p a r tm e n t  o f  R a v a n u o  i n  1 9 0 6 .  S u b a a q u o n t  a n a l y s i s  w a s  b a s e d  
o n  t h a t  p a r t i c u l a r  a o d e l .  T h a  a o d a l  n o  l o n g e r  e x i s t s  a n d  s o  
t h o  f o l l o w i n g  i s  a  b r l o f  o u t l i n e  o f  w h a t  i a  r e q u i r e d  t o  
c o n o t r u c t  a  t a x  a o d e l  f o r  t h e  s t a t e  o f  A l a s k a .

1 )  T h e  F e d e r a l  i m  t i P t i - o e r t a l n l n c L t g  t a x p i y o r s _ l n A l a s K a .  
T h e  i n f o r m a t i o n  i s  b r o k e n  d ow n  b y  t y p e  o f  r e t u r n  ( i . e .  
j o i n t ,  a a r r i o d  f i l i n g  s e p a r a t e l y ,  s i n g l e  e t c . ) ,  i n c o a e  c l a s s  
l e v e l s ,  t y p e  o f  i n c o a e  ( i . e .  d i v i d e n d s ,  w a g e s  6 s a l a r i e s ,  
i n t e r e s t ,  c a p i t a l  g a i n s ,  p e n s i o n s ,  e t c . ) ,  a l o n g  w i t h  o t h e r  
c r u c i a l  d a t a  s u c h  a s  e x c e p t i o n s  a n d  d e d u c t i o n s ,  a l l  o f  w h i c h  
i a  n e c e s s a r y  i n  t e r a s  Q f _ q l v l n q  Q n a _ a _ d a t a  b a f l e _ a n d  t h e  
I n c o a e  p r o f i l e  f o r  t a x  p a v e r s  I n  t h e  s t a t e  o f  A l a s k a ^  T h o  
s t a t o  h a s  a  c o n t r a c t  w i t h  t h o  I R S  t o  o b t a i n  t h e s e  t a p e s  a n d  
we c u r r e n t l y  h a v e  s o a e  i n  h o u s e  b u t  r i g i d  c o n f i d e n t i a l i t y  
p r o c e d u r e s  e n d  c o n d i t i o n s  a u s t  b e  f o l l o w e d  b e f o r e  t h e  t a p e s  
c a n  b o  u s o d  f o r  t h i s  t y p o  o f  a n a l y s i s .
2)_JL_coBputer p rogram  h a s  to  he s e p a r a t e ly ^ d s y e lo p o d  _to run 
aaaln»_t_W i«_IR0_*aP«!> to  co rr«S i_< lJ :ro rs  ln „ t h »  raw d a t a .
T h e  f e d e r a l  t a p e s  i n c l u d e  r e t u r n  i n t o n a t i o n  f r o a  o t h e r  
s t a t e s ,  k e y i n g  e r r o r s ,  a n d  o t h e r  p r o b l e a s  t h a t  e u s t  b e  
c o r r e c t e d .
3 )  s t i l l  a  d i f f e r e n t  c o a p u t e r  p r o o r a a  a m t  b e  d e v e l o a e d _ t Q  
r e f l e c t  t h e , r e c o r d  l a v  o u t  o f _ t h e _ I M  t a p e s  I . e . a _ p r a q r t a  l i  
O l f l l l l f l r y „ t o  r e a d  o r  s a p  t h e  v a r i o u s  f i e l d s  y i t h i n _ 6 I U L J B 0  
o r o e r a a  I t s e l f .  O n c e  t h i s  p r o c e d u r e  i s  c o a p l e t o d ,  o n e  c a n  
t h e n  c o s h  t h e  v a r i o u s  p r o g r a m s  s o  t h a t  t h e  d a t a  i s  r o a d a b l e  
o r  u n d e r s t o o d .
4 )  An e c o n o a e t r l c  a o d e l  p r o f i l i n g  t h e  s t a t e  o f  A l a s k a  I n  
t o r a a  o f  p o s s i b l e  f u t u r e  e o o a — 4 *  ™ ^ r l o s  w nm t b e  
d e v e l o p e d  o r  e x i s t i n g  a o d e l s  u s o d .  T h e  e c o n o a i c  p a r a a e t e r s  
u s e d  f o c u s  i n  o n  p o p u l a t i o n ,  n o n  a g r i c u l t u r a l  e s p l o y a o n t ,  
p e r s o n a l  i n c o a e  a n d  o t h e r  f a c t o r s  w h i c h  t h e n  e n a b l e s  o n e  t o  
" B a r r y "  t h i s  d a t a  w i t h  t h a t  o f  t h e  1 R 5  t a p e s .  T h o  I R S  t a p e s  
r e v o l v e  a r o u n d  h i s t o r i c a l  i n f o r m a t i o n  o n l y  a n d  a s  s u c h  v i a  
i n t e g r a t i n g  t h e  e c o n o a e t r l c  m o d e l i n g  we c a n  p r o j e c t  i n t o  t h e  
f u t u r e .
5) U jl« _ a t J i t r _JIUA t _ a U g _ f e f l U j i x _ x U A - t . W L j : a d i *  i f ,  f o r  
e x a a p l e ,  we a d o p t  c o n v e n t i o n a l  t a x  c o n c e p t s  c r  c e r t a i n  
t r a i t s  a k i n  t o  t h e  f e d e r a l  s y s t e a  r e g a r d l e s s  o f  w h e t h e r  o r  
n o t  we d e v e l o p  a  t a x  t h a t  a t t a c h e s  I t s e l f  t o  t h o  f e d e r a l  
s y s t e a ,  s t a f f  a u s t  c o n s i d e r  s u c h  i t e a s  a s  i n f l a t i o n  
i n d e x i n g ,  d e d u c t i o n s ,  t a x  c r e d i t s ,  p e r c o n a l  e x e m p t i o n s ,  
c a p i t a l  g a i n s ,  a n d  o t h e r  e l e s e n t s  a l l  o f  w h i c h  m i g h t  b e  
p h a s e d  i n  a t  d i f f e r e n t  p o i n t s  o f  t l a e  o v e r  a  p e r i o d  o f  
s e v e r a l  y e e r s .  Z f  e  p i g g y b a c k  a p p r o a c h  w o r e  a d o p t e d ,  t h i s  
p h a a i n g  i n  p r o o e s s  c e r t a i n l y  w o u l d  b e  t h e  c a s e .  T h e  
e q u a t i o n s  h a v e  t o  b e  b u i l t  f o r  t h i s  p r o c e s s  a n d  I n c o r p o r a t e d  
i n t o  t h e  n o d e l i n g  e f f o r t .  I n  a n y  e v e n t  t h o  e l e & e n t s  o f  t a x  
c o d e  I t s e l f  a u s t  b e  u n d e r s t o o d .



The  o f f o r t o  o f  t h e  p a s t  i n  c o n s t r u c t i n g  t h o  m o d e l i n g  
p r o c e d u r e s  i n v o l v e d  t h r o a  f u l l  t im o  e c o n o m i s t s ,  t h o r o u g h l y  
f a m i l i a r  w i t h  t a x  c o d o ,  a n d  a p r o g r a m e r  w i t h  SAS a nd  COBOL 
a b i l i t i e s .  The  p r o j e c t  i t s e l f ,  f rom  s t a r t  t o  f i n i s h  a n d  w i t h  
a l l  r e s o u r c e s  i n m e d i a t o l y  a v a i l a b l e  i n c l u d i n g  p r o g r a m s ,  
m a i n f r a m e ,  t a p e s ,  a n d  p o r s o n n o l ,  t o o k  s i x  m o n t h s  t o  c o m p l e t e  
s u c h  t h a t  a n s w e r s  c o u l d  b e  p r o v i d e d .  Even  s o ,  t h e  t e am  
a g r e e d  t h a t  r e f i n e m e n t s  a n d  im p r o v om o n t s  w e r e  n e e d e d  t o  
e n a b l e  t h e  m o d e l i n g  e f f o r t  t o  bo  t o t a l l y  s a t i s f a c t o r y .

I f  you  h a v o  a n y  q u e s t i o n s ,  f o o l  f r e o  t o  c a l l .
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M a r c h  3 0 ,  1992

K o n _ _ .  P r o d u c t s  C o m p a n y

House  S t a t e  A f f a i r s  C om m i t t e e

J501 Deriol. 3ti»e 202 
Ancnofoge. Afcnko 99SOJ 
(907) 562-3W5 PAX 1907) 562-CiW

A l a s k a  S t a t e  L e g i s l a t u r e  
Room 102, C a p i t o l  
P. O. Box V 
J u n e a u ,  A l a s k a  99811

Doa r  C o m a i t t o o  Members :

K o n c o r  i s  a  l o n g - t im e ,  A l a s k a n  owned a n d  o p e r a t e d  b u s i n e s s  t h a t  
g e n e r a t e s  b o t h  r e v e n u e s  a n d  j o b s  f o r  a  s u b s t a n t i a l  n um be r  o f  o u r  
s t a t e ' s  r u r a l  r e s i d e n t s .  You a r e  p r e p a r i n g  t o  c o n s i d e r  HB 525 t h a t  
w o u ld  im po s e  a g r a d u a t e d  i n c om e  t a x  on  i n d i v i d u a l s  i n  A l a s k a .  We 
u r g e  y o u  n o t  t o  a l l o w  t h i s  b i l l  t o  p a s s  o u t  o f  y o u r  c o m m i t t e e .

How c a n  t h o  l e g i s l a t u r e  i n  g o o d  c o n s c i e n c e  e v e n  c o n s i d o r  t a x i n g  t h e  
p u b l i c  w h i l e  s t o a d f a s t l y  r o f u s i n o  t o  h a l t  t h e  e c o n o m i c  d r a i n  t h a t  t h o  
b u r g e o n i n g  a n d  b l o a t o d  s t a t e  b u r e a u c r a c y  p l a c e s  on  t h e  b u d g e t?  Why 
n e t  l o o k  f o r  w ay s  t h a t  t h e  s t a t e  c a n  c o o p o r a t o  w i t h  - a n d  e v e n  
o n c o u r a g o  - b u s i n e s s e s  t h a t  w i l l  g e n e r a t e  new j o b s  t h a t  p a y  a l i v i n g  
wago  t o  A l a s k a n s  i n s t e a d  o f  m a i n t a i n i n g  a n d  i n c r e a s i n g  t h o  s i t e  a n d  
f u n d i n g  a p p e t i t e  o f  t h o  g o v o rnm on t?

R a t h o r  t h a n  p a s s  a n  i n com e  t a x ,  o r  a n y  o t h e r  f o r e  o f  r e v e n u e  p a c k a g e  
t h a t  w i l l  s e r v e  t o  I n c r e a s e  t h e  p r e s e n t  b u r e a u c r a c y ,  you  w o u ld  f a r  
b e t t o r  s e r v o  t h e  p u b l i c  I n t e r e s t  b y  c u t t i n g  t h e  o v e r a l l  o t a t o  b u d g e t  
b a c k  t o  r o f l e c t  a n t i c i p a t e d  r e v e n u e s  f r om  t h e  p r e s e n t  s o u r c e s .

S i n c e r e l y ,

J / s e p h  F. W ch r r a n  I I I  
G o v e r n m e n t a l  R e l a t i o n s  F o r e s t e r



Atk-ltoragc • SlarqfIhr North
C hnm lH 'r o f C o m m e rc e

T e s t im o n y  On  HB  525 
P r e s e n t e d  B y  E r n i e  Hall , C h a i rm a n  
A n c h o r a g e  C h a m b e r  o f  C o m m e r c e  

A p r i l  13. 1992

Representative Kubcnn and Members of the House State Affairs 
Committee:

I appreciate the Invitation to testify before your committee as 
Chairman of the Anchorage Chamber of Commerce and as a long time 
Alaska businessperson.

The Chamber is aware of the fiscal gap and declining oil revenues. We 
have made it a priority of the Chamber to raise public awareness of the 
fiscal gap and we have passed n resolution that speaks to the Issue.

We will provide a copy of this resolution with a written ropy of this 
testimony.

Hie Chamber has also drafted a resolution opposing new taxes, fees, 
tolls or revenue enhancements this year.

Tins is not to say we do not believe that new taxes, fees, tolls or 
revenue enhancements should not be enacted. The Chamber believes 
that a hand aid approach to taxes Is not the answer.

The Legislature must look at the entire picture. Knowing the sourrcs 
of revenues and the areas where ruts can ix* made, fvstnblish a plan for 
dealing with the declines. A sequenced process must Ix* established 
Ix'fore taxation In enacted.
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p a g e  2  A n c h o ra g e  C h a m b e r  o f  C o m m e rc e

How can the State continue with cntttlrnirntH such as the Permanent 
Fund and enact new taxes or Increase taxes on the business 
community?

Hie Chamber Iwllevcs this Is not the appropriate time for a state 
Income tiix or any new taxes. Alaskans must be shown that there Is a 
need for taxes after government has restructured spending priorities 
and established operational efficiencies at all levels of government.

We must see government acting In a responsible manner lx*forc new 
taxes arc acceptable.

‘Hie Anchorage Chamber has said they will supfmrt those Legislators 
who make the difficult choices and make the cuts as long as those cuts 
arc done In a fair and equitable manner.

As a businessman I cut hack and make changes and adjustments If I 
know that there Is going to be a declining economy. I don't continue 
spending at the same level until ! go out of business. Sure. I look for 
revenue enhancements and aggressively market, hut not without a plan 
or strategy. I also look at the capacity of my business and the pcoplr 
Involved and plan accordingly.

I look for stability to continue to do business and live in Alaska. If the 
State of Alaska cannot provide a stable tax environment both on a 
business and personal level it will drive business away and discourage 
companies from doing business in Alaska.

Funding a slate personal income tux may be an answer, hut not this 
year. We have this year lo reduce, prioritize, evaluate and plan. If the 
plan includes new taxes there will Ik* rational bark-up and reasoning
l)rhiud it making It much more acceptable to those on the paying end.

Thank you for allowing me the opportunity to testify.



A n c l m r j i g v  • S ta r  o f  I h r  N o r th
C h m n l K T  o f  C o m m e r c e

A n c h o ra g e  C h a m b e r  o f  C o m m e r c e  
R e s o lu t io n  2*92 

R e c o m m e n d a t io n s  O n  T l tc  F is c a l  C a p

Whereas (lie Si He of Alaska faces an excess of cxpcditurcs over projected revenues 
(Fiscal ( tap), having a serious effect on funding for state government and;

Whereas there exists an opportunity to reduce die initial impact of the shortfall 
(Fiscal Gap) and provide time to formulate long term solutions by immediately 
restructuring spending priorities and assuring operational efficiencies at all levels of state 
government and;

Wltcreas the long term solutions sliould conform to state government spending for 
strictly defined traditional basic services (education, basic transportation, public health and
safety).

‘fhcrcforc lie it resolved;
1. All functions of state and municipal government and school districts should lie 

examined to eliminate waste, inefficiencies, duplications and excesses.

2. The State Ix^islaturc should work with the Governor, municipalities and school 
districts to prioritize and reduce spending to a defined level (fixed monetary figure) 
limited to traditional and efficiently
operated basic government services (education, basic transportation, public health 
and safety).

3. Required funding for a streamlined and efficient government should be derived 
annually from realistic cummt revenue sources with minimum use of reserve funds 
and provide for a balanced state budget

4. The state should aggressively seek supplemental revenue sources (e.g. in-kind 
contributions of assets in joint venture development cctivitics with the private 
sector, encourage greater prudent economic development through a stable 
regulatory and taxation environment, user fees, privatization).

5. F.valuatc entitlement programs tn cstalvlish priorities for capping or elimination

Passed by tho Anchorage Chamber ot Commerce BoanJ of Directors on March 6. 1992
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AiK'hf >n»gc • Shimf tin IIICIuuiiIht of Commerce
A n ch o r a g e  C h a m b e r  o f  C o m m e r c e  

R e a o l u t l o n  92*1 
C r e a t i n g  Pub l ic  A w a r c n c s i  O f  T h e  F i s c a l  G ap

Whereas ihr Anchorage Chamber of Commerce Hoard of Directors and Its Members have deemed "Finding Solutions To The Fiscal Gap' the number one priority facing the 1992 legislative session: and
Whereas the general public needs to be aware of the budget crisis and create a public pressure to find solutions: and
Whereas the Legislators need to listen their constituents in finding solutions while continuing to protect the basic services of transportation, education, public health and safety.
Now. therefore the Anchorage Chamber of Commerce resolves lo create awareness and educate the public on the budget crisis and fiscal gap through submission of public opinion pieces by the Chairman and follow-up letters to the editor and public opinion messages by the Hoard of Directors and Chamber members.
Passed by the Anchorage Chamber of Commerce Hoard of Directors February 21, 1992
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C IT Y  O F  F A I R B A N K S
Office o f C ity Maxor 
410 CU SH M A N  STREET 

FAIRBANKS. ALASK A 9970U683 
907-459-6772
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A p r i l  10, 1992

T h o  H o n o r a b l e  E u g e n e  K u b i n a  
H o u s e  o t  R e p r e s e n t a t i v e  
S t a t e  o f  A l a s k a  
P .  O . B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  K u b i n a :
I  a a  i n  r e c e i p t  o f  y o u r  l e t t o r  o f  A p r i l  2 ,  1 9 9 2  a n d  

a p o l o g i s e  f o r  a y  d e l a y  i n  r e s p o n d i n g  a n d  a n y  i n c o n v e n i e n c e  t h i s  
d e l a y  s a y  h a v e  c a u s e d .  T h o  r e a o o n  f o r  a y  d e l a y  i s  b o t h  p e r s o n a l  
a n d  p r o f e s s i o n a l .  Z h a v e  h a d  l i f e - t h r e a t e n i n g  i l l n e s s e s  i n  c y  
l a s t l y  w h i c h  h a v e  p r e v e n t e d  a n  e a r l i e r  r e s p o n s e  a s  v e i l  a s  c r i t i c a l  
c i t y  b u s i n e s s  v n i c n  h a s  r e q u i r e d  s y  i s s e a i a t o  a t t e n t i o n .

You n a v e  a s k e d  r.y  o p i n i o n  a n d  i n p u t  or. KS 525 -  r e l a t i n g  
t c  s t a t e  I r . c o e e  T a x  o n  P e r s o n a l  I n c o a a .  1 h a v e  n i x e d  f e e l i n g s  
r e g a r d i n g  t h i s  i s s u e  b e c a u s e :  1 )  I  h a v o  o b s e r v e d  o v e r  a  p e r i o d  c f
f i v e  y e a r s  t h a t  t h e  S t a t e  h a n  i n c r e a s i n g l y  r a i s e d  f e e s  a n s  
w o r k f o r c e  w h i l e  t h o  C i t y  h a s  s t e a d i l y  d e c r e a s e d  o u r  w o r k f o r c e  a n d  
s e r v i c e s ,  j e o p a r d i s i n g  t h e  h e a l t h ,  w e a l t h ,  a n d  w o l f a r e  o f  o u r  
c i t i s e r . s i  a n d  2 ) 1 f e e l  t h a t  a  s t a t e  m c o s e  t a x  o n  i n c o n e  w o u ld  b e  
b e n o f i c i e l  I X ,  a n d  o n l y  i f . t h e  s t e t e  w e r e  t c  a l l o c a t e  a  c e r t a i n  
p e r c o n t a q o  o f  t h o s e  r e v e n u e s  * * t > "  a n i c i p a l i t l e s  e n d / o r  b o r o u g h s  
w ho a r e  i n  s u c h  d e s p e r a t e  r.

1 d o  n o t  a d v o c a t e  n o /  s u p p o r t  a n  o v e r v h o l n m g  t a x  b u r d e n  
p l a c o d  o n  a n y  i n d i v i d u a l  w i t h  t o o  a a n y  b u r e a u c r a t i c  h a n d s  r e a c h i n g  
i n t o  t h a  p o c k e t  o f  t h o  a v e r a g e  i r . c o e e  c i t i z e n ,  t a k i n g  w i t h o u t  a r .y  
r e t u r n  t o  t h a t  i n d i v i d u a l .  W h i l e  X c o u l d  a n d  w o u l d  s u p p o r t  a n  
m c o s e  t a x  w h i c h  i s  r e a s o n a b l e  a n d  w o u ld  b e  s h e r e d  l o c a l l y ,  X c o u l d  
n o t  a n d  w i l l  n o t  s u p p o r t  a n  i n c o m e  t a x  t h a t  p u t a  a n  u n d u e  f i n a n c i a l  
b u r d o n  o n  t h e  i n d i v i d u a l ;  p i e c i n g  s o r e  m o n i e s  i n  t h e  S t a t e  c o f f e r s ,  
w h l l ' *  l o c a l  s e r v i c e s  d e c l i n e ,  b e c a u s e  o f  l e e k  o f  f u n d i n g ,  
t h r e a t e n i n g  t h o  s a f e t y . h e a l t h  a n d  w o l f a r o  o f  o v a r y  n a n ,  woman a n d  
c h i l d .



I  d o  b o l i e v e  t h e  KB 5 2 5  h a s  n e r i t  b u t  o n l y  w i t h  t h o  
D u n i c l p a l l t y  r , h a r i n g  t h a t  i n c o n e  o n  a  p a r  c a p i t a  b a s i s .  I t  i o  t i n t  
t h a t  t h a  S t a t o  r e c o g n i z e s  t h a t  i n  t h i s  t i n e  o f  a c o n o i a i c  c r i s i s ,  v a  
n e e d  t o  s h a r e  t h e  f i n a n c i a l  b u r d e n  and  d o  w h a t  i r .  e x p e d i e n t  a n d  i n  
t h o  b e s t  i n t e r e s t s  o f  t h e  p u b l i c  a 6  a w h o l e .

A g a i n ,  I  r e g r e t  a y  i n a b i l i t y  a t  t h i s  t i a o  t o  t e s t i f y  t o  
t h i s  a a t t o r  a n d  w o u ld  r e q u e s t  t h a t  i f  t h i s  s u b j e c t  c o a o s  u p  a t  
a n o t h e r  t i a e  o r  i f  I  c a n  p r o v i d e  f u r t h e r  i n f o r m a t i o n ,  p l e a s e  f e e l  
f r e e  t o  c o n t a c t  a e .

w i t h  k i n d o e t  r e g a r d s ,  I  a a

S i n c e r e l y ,
CITY O f  FAIRBANKS

Wayng^S. N e l s o n  
Mayo r

x c :  F a i r b a n k s  C i t y  C o u n c i l
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M un ic ipa lity
of

Anchorage

P.O. BOX 106650
A N C H O R A G E . ALASK A 96519-6650 

(007) 343*4431 
FAX 258-5210

TOM f INK MAYOR
0FFIC6 OF THI MAYOR

A p r i l  1 3 ,  1 9 9 2

T h e  H o n o r a b l o  C a n o  K u b i n a  
C h a i r a a n ,  H o u o a  S t a t a  A f f a i r o  C o n s i t t a o  
A l a a k a  S t a t a  L a g i a l a t u r a  
J u n a a u ,  AX
D a a r  R a p r a a a n t a t i v a  K u b i n a :
M a y o r  F i n k  b a a  a a k a d  = a  t o  o x p r a a a  h i a  o p p o s i t i o n  t o  a n y  
l a g l a l a t i o n  i n c r o a a i n g  t h a  f i n a n c i a l  b u r d a n  o n  A l a a k a n a .

Ka  h a a  a a k a d  t h a t  a  c o p y  o f  h i a  a r t i c l a  p r i n t a d  i n  t h a  A p r i l  1 1  
i a a u a  o f  t h a  A n c h o r a g a  T i a o a  b a  i n c l u d a d  w h i c h  f a i r l y  a x p r a a a a o  
h i a  f o a l i n g  o n  t h a  a u b j a c t .

v a r y  t r u l y  y o u r a ,

H a n r y  S .  P r a t t  
C x e c u t i v a  A a a i a t a n t

A t t a c h s a n t



M A Y O R ’S  R E P O R T
THE ANCHORAGE TIMES
APRIL  11, 1992

V o t e r s  d o  n o t  w a n t  m o r e  t a x e s  i n t r o d u c e d
1 /1 "ct* to gtv* on* proo of acfoc* to th* 

*. tt would b* not to rtu*« U a n  or 
( m  CtMity, th* Uf-tUtur* and th* gw m r  
bar* a iub*t*ntt*: ta ik  in b*Undn* n u t  
y*ar'» budget Th* orv; cardinal tin weuld b* 
to tnoraM tju»* or f**« to baiano* i t

Th* public. wfcrthor tn Anchor***. Alaaka. 
*r th* United State*. 6cm not »*nt addsbMtal 
'aim  or f*** imputed by gov*mm*nt Th* 
pAJfc U eUa-v *«ysnr — bv* wtttan th* morv 
t> that jw  currmUj' ran*.

In Aiataa. that oould m«an continue the 
n o n r t  *p«v(bn* by *p»r,dji* money out of 
th* rurpiu* account* that w* haw*. or tt aoukt 
moan eumnf aaoatir^ a n x w . or a mutur* of 
th*two.

It appeared. a month » n  that th* Lap*!* 
fir* and th* admtnir.r«uen had d*cd*d to 
rut <200 million to IMO million from th* 
mair.ter.anc* W**l budget and to um  IdOO 
sdLon to MCO milhon of aosw of th* nw»m 
account*

Howtvrr, ctx* th* Wfiilator* itartad to 
ptRkulariac that <200 stHun cut they wort 
no iaacaraocaM rtocvt Wh*n tn*y found cut 
that thoa* fend* of cute wood rwuk ir  •  *uh 
•untial n d u e tea  of w n tw  and a ribvtan 
dal ftdjrtfcn tn Ote> p ranoaL  th*y bopn to 
I*  cold foot Il£* fcrnr*  *adtno*u«dUM * 
tad tKr*aa*d &*a began to mow*

I p a r t  th* hghlnOT that thtra »  c c  a » >  
ite oenactfca m thi* cat* a* to th* approocr. 
h* public d**im  on «u te  flacal matt*.** 
"h*r» haa ba«n no vet* far rvfcxfeKt ef ***• 
•m. sxrwtMd laaa* ardor iaar fa**. or th* 
xAussatean of a  ttmMMDO* r x n ;  umrjf 
■ p la t fcadi 2 oiao h*faf*» that th e n  Mar 
ay rg ts  er wror* oorm t  an rw r otn*r than 
te caeca aaccid b» * a r . tha ira .ortty cf th*

T o m  F in k

P ressure  on  the leg islators is 
fro m  special in terest g roups that 
w an t to  continue th e ir p rogram s. 
I hope that leg islators recognize  
the  underly ing  a ttitude th ro u g h ­
o u t A laska and the cou n try  is 
against increased  taxes.

pocgfowonl.
Th* primary prvorum on th* Ucaalatm j  

f N M i n  from »p*c*J inter**! grouw that 
"an*, to occtinu* thotr program* I do hop*, 
howvw. that th* a p i i i c n  r*ct*ruj* Ihc un- 
dcrtymg •tutjd* throughout Alaaha and th* 
a x x e n  U tncrMucd tauo or fomrr. 
mcntfoaa

Tn* only uorp tica ia that anu tax atu- 
tuda, I Uur.v. u  that th* puhbe would b* wt*.

so p*>. d  Dorxy » rr t dodleoted to a pur 
y m  that tha pubU appro** 1 do babno tb* 
public would appro*, far exams.*. i u i «  
o s t t r  AmI If th* nen*y w«r* dticated  to tho 
r r o J d a f  or eananam x cf rod*

By my couri th e *  at* ci*r 2) propond tv  
crravM tn uxai ponding befcr* tb* !/ f . u  
tur* Tb* argument p n a n l r  a* that a partxc 
uixr tax ham t bocr. raiaid far a f V .  numb* 
of ) « »  Or that **  r* c b a n ta f  m i  tta r. 
k o * other atate Or that *«u r*>* to lay off 
« x *  *usr trECpon i l i lH  "C uutwam th*

Another argument that do**nk fly te th* 
or* that ** dont pay enough tax** Mo on* 
claim* that w* indaidual* arv ovartawd com- 
porati«*V- Howrm . th* burdtn i t  cn tho** 
who ward to t-Krtaa* u m  to abow th* pubk 
why St should per mar* Th* pubbe u n  p r  ■ 
mtsBwtn i t  airoKlr *w sn{ too rnueK 

In addiUcr. to lack ef •  cdcmiuuj to tn 
crtoo* U iit .  the*  M ansthcr rwwen sot to tn 
emu* tat** O x  orcnory u  Ur Sue. health v. 
Itktmoo* tn ujmo er fa** ar* not oanducar* u> 
a prppter <conomy. Of oeui**. laytng eff poopA 
ti net conducsn to o better tcaneasy «ttb«r 

I hrLct* that th* pufebc rm Ly  wort* r>- 
tntmar.t lo b* <4r"r«*dL but not tn a *hoek 
inf Bscnnrr l *rold in l in e  that th* UfteU 
tor* cut out icm• p n e rv ra  and m i jo* Mate 
rwrvocntl but by astrtu r. I do r ^ t t :  tb* 
teCtelater* um whatever omcust ofiurphB  
aaoty » ttq^rtd 

Th* w ent thing th* LtfteUsur* ceuld dc 
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I f  I  wore t o  g i v e  o n *  p l a c e  o f  a d v i c e  t o  t h a  l e g i s l a t o r s ,  i t  

w o u ld  b a  n o t  t o  r a l a a  t a x a a  o r  f e e s .  C l e a r l y ,  t h a  l e g i s l a t u r e  

a n d  t h e  C o v a r n o r  h a v e  a a u b a t a n t i a l  t a s k  i n  b a l a n c i n g  n a x t  y e a r ' s  

b u d g e t .  T h a  o n l y  c a r d i n a l  a i r .  w o u ld  b a  t o  i n c r e a s e  t a x a a  o r  f e e s  

t o  b a l a n c e  i t .

T h a  p u b l i c ,  w h e t h e r  i n  A n c h o r a g e ,  A l a s k a ,  o r  t h e  U n i t e d  S t a t e s ,  

d o e s  n o t  w a n t  a d d i t i o n a l  t a x a a  o r  f e e s  i s p o a e d  b y  g o v e r n a e n t .  

T h e  p u b l i c  i s  c l e a r l y  s a y i n g — l i v e  w i t h i n  t h o  c o n e y  t h a t  y o u  

c u r r e n t l y  h a v e .

I n  A l a e k a ,  t h a t  c o u l d  r s a n  c o n t i n u e  t h e  c u r r e n t  s p e n d i n g  b y  

s p e n d i n g  s o n e y  o u t  o f  t h e  s u r p l u s  a c c o u n t s  t h a t  we h a v o ,  o r  i t  

c o u l d  s e a r ,  c u t t i n g  e x i s t i n g  s e r v i c e s ,  o r  a e i x t u r e  o f  t h e  t w o .

Z t  a p p e a r e d ,  a  a o r . t h  a g o ,  t h a t  t h o  l e g i s l a t u r e  a n d  t h e  i d a i n i a -  

t r a t i o n  h a d  d e c i d e d  t o  c u t  S 2 0 0  t o  $ 3 0 0  a i l l i o n  f r o a  t h e  

a a i n t e n a n c e  l e v e l  b u d g e t  a n d  t o  u s e  ( 5 0 0  t o  $ 6 0 0  a l l l l o n  o f  s o c e  

o f  t h e  r e s e r v e  a c c o u n t s .  H o w e v e r ,  o n c e  t h e  l e g i s l a t o r s  s t a r t e d  

t o  p a r t i c u l a r l x *  t h a t  $ 2 0 0  s l l l i o n  c u t ,  t h e y  w e r e  n o  l o n g e r  s o  

e a g e r  t o  c u t .  When t h e y  f o u n d  o u t  t h a t  t h o s e  k i n d s  o f  c u t s  w o u l d  

r e s u l t  i n  a  s u b s t a n t i a l  r e d u c t i o n  o f  s e r v i c e s  AND a  s u b s t a n t i a l  

r e d u c t i o n  i n  s t a t e  p e r s o n n e l ,  t h e y  b e g a n  t o  g e t  c o l d  f e e t .  B i l l s  

f o r  new a n d  i n c r e a s e d  t a x e s  a n d  i n c r e a s e d  f e e s  b e g a n  t o  c o v e .



I  g r a n t  t h a  l a g i a l a t o r a  t h a t  t h a r a  l a  n o  a b a o lu t a  c o n a a n a u a  i n  
t h i a  a t a t a  a a  t o  t h a  a p p ro a o h  t h a  p u b l i c  d a a l r a a  o n  a t a t a  f i s c a l  
s a t t a r a .  T h a ra  h a a  b a a n  n o  v o t a  f o r  r e d u c t i o n  o f  a a r v i c e » r 
in c r a a a a d  t a x a a  a n d / o r  u e e r  f e s s ,  o r  t h a  c o n t i n u a t i o n  o f  a 
s a in t a n a n o a  b u d g s t  u s in g  a u r p lu a  f u n d s .  Z a l a o  b a l i a v a  t h a t  
t h a r a  i a n ' t  a n y  r i g h t  o r  w ron g  o r  c o r r e c t  a n a v a r  o t h e r  t h a n  t h a  
c h o ic e  e h o u ld  b a  w ha t t h a  o a j o r i t y  o f  t h a  p e o p le  w a n t .

Tha p r i n a r y  p r e a a u r e  on  t h e  l a g i a l a t o r a  1a  p r e a a u r a  f r o a  a p a c l a l  
i n t a r a a t  g r o u p s  t h a t  w an t t o  c o n t in u e  t h e i r  p r o g r a n s .  Z d o  h o p e , 
h o w e v e r , t h a t  t h e  l a g i a l a t o r a  r e c o g n i s e  t h e  u n d e r ly i n g  a t t i t u d e  
t h r o u g h o u t  A la s k a  and  t h a  c o u n t r y  a g a i r . a t  i n c r a a a a d  t a x e s  o r  
g o v e r n a e n t  f e e a .  The o n l y  e x c e p t i o n  i n  t h a t  a n t i - t a x  a t t i t u d e ,  
Z b e i i o v e ,  i a  t h a t  t h a  p u b l i c  w o u ld  be w i l l i n g  t o  p a y  i f  s o n e y  
w e re  d e d i c a t e d  t o  a p u rp o a e  t h a t  t h a  p u b l i c  a p p r o v a a .  I  d o  
b e l i e v e  t h e  p u b l i c  w o u ld  a p p r o v e ,  f o r  a x a s p l e ,  a t a x  on  s o t o r  
f u e l  I f  t h e  a o n e y  v a r a  d e d ic a t e d  t o  t h e  r e b u i ld i n g  o r  c o n s t r u c ­
t i o n  o f  r o a d s .

9 y  s y  c o u n t ,  t h n r e  a r e  o v e r  2 0  p ro p o s e d  i n c r e a s e s  i n  t a x e s
p e n d in g  b e f o r e  t h a  l e g i s l a t u r e .  The a rg u m en t g e n e r a l l y  i t  t h a t
a p a r t i c u l a r  t a x  h a s n ' t  b e an  r a i s e d  f o r  e g o o d  n v a b e r  o f  y e a r s .
O r t n a t  w e ' r e  c h a r g in g  l e a s  t h a n  s o n s  e t h e r  a t a t a .  O r t h a t  v a ' l l
h a v e  t o  l a y  o f f  a o» e  e t a t a  t r o o p e r s  u n le s s  we i n c r e s a e  t h a  t a x ,  
a t e .

- 2 -



A n o t h e r  a r g u c a n t  t h a t  d o a s n ' t  f l y  i t  t h a  o n a  t h a t  v a  d o n ' t  p a y  

a n o u g h  t a x a a .  Ho o n a  c l a l s a  t h a t  v a  l n d i v i d u a l a  a r a  o v a r t a x a d  

c o a p a r a t l v a l y .  H o v a v t r ,  t h a  b u r d a n  l a  o n  t h o s a  who w a n t  t o  

i n c r a a a a  t a x a a  t o  a h o v  t h a  p u b l i c  v h y  i t  s h o u l d  p a y  s o r a .  T h a  

p u b l i c  s a y s  g o v a r n s a n t  l a  a l r a a d y  w a s t i n g  t o o  a u c h .

Zn a d d i t i o n  t o  l a c k  o f  a  c o n a a n a u s  t o  i n c r a a a a  t a x a a ,  t h a r a  i a  

a n o t h a r  r a t i o n  n o t  t o  i n c r a a a a  t a x a a .  O u r  a c o n o s y  i a  f a r  f r o a  

h a a i t h y .  J n c r a a a a s  m  t a x a s  o r  f a a s  a r a  n o t  c o n d u c l v a  t o  a  

p a p p l a r  a c o n o s y .  O f  c o u r a a ,  l a y i n g  o f f  p a o p l a  i a  n o t  c o n d u c i v a  

t o  a t a t t a r  a c o n o s y  a i t h a r .

Z b a l i a v a  t h a t  t h a  p u b l i c  r a a l l y  w a n t a  g o v a r n s a n t  t o  b a  d o v n -  

a i t a d .  b u t  n o t  i n  a  s h o c k i n g  t t a n r . a r .  Z w o u ld  s u g g a a t  t h a t  t h a  

l a g i a l a t o r a  c u t  o u t  a o s a  p r o g r a m s  a n d  r a d u c a  a t a t a  p a r a o n n a i ,  b u t  

b y  a t t r i t i o n .  X d o  a u g g a a t  t h a  l a g i a l a t o r a  u s a  v h a t a v a r  a s o u r . t  
o f  s u r p l u s  s o r . a y  i s  r a g u t r a d .

T h a  w o r s t  t h i n g  t h a  l a g i a l a t u r s  c o u l d  d o  t o d a y  i s  r a i a a  t a x a s  o r  

i r p o s a  f a a a  i n  l l a u  o f  t a x a s .
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The Honorable G en e Kubina 
Alaska Stale Houso ol Representatives 
Stoio Cap lol. Room  102 
Juneau. AK  99801-1182

Dear Representative Kubina:

Thank you lor your lottor ol April 2. 1992. requesting my 
personal thoughls on House Bin S Z S -R e 'a i'no lo Slate 
income Tint on Personal Income Clearly. Ihe declining 
slate revenue picturo resulting from both lower oil prices 
and lower production levels is ol considerable concorn to 
all Alaskans. Developing and implementing sound plans 
now lor dealing with tho state's curront and projected 'fiscal 
gap* is ol critical importance. I app'-aud your eflorts in this 
regard

Sound planning requires that realistic assumptions be 
made in assessing the future sizo ol the fiscal gap. Current 
oil pnees are low and world oil ro&erves are ot record levels 
in an mcroasmgty competitive Internationa, marketplace. 
With resoect to Norm Slope production, ml rales will 
continue to oectmo. Even though massive investments in 
Norm Slope projects arc scheduled, suer, as m e  G a s  
Handling Expansion * G H X -2  Project.* these presets will 
only lessen the rate of doc&ne.

Successful oil oxpioraiion can further mitigate production 
decona but only over tho long term. The kketihooa o i  

a n o m o' ascovery the size of Prudhoe Bay is very, very 
remote More fekoty. perhaps over the next few yoars. are 
one or two considerably smaller discovtnes. such as m e  
Pomt McIntyre oitiietd Nevertheless. o*> exploration is 
extremely leveraging to both the state and m e industry for 
m e  potential of longer-term revenues. The stato has 
onormcu* powor here to either discourage exploration 
efforts by addtng costs to the industry, or to encourage

t i  i :  *  OOtfr -dOrirO 21. 91 * *
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oxpiorotlon through now loosing imtiativos and siroamlinod 
permitting management.

To solve tho ’ fiscal gap* problem. I bobovo a combination of 
sovoral measures will i>kely be necessary-boih on tho 
expenditure reduction eldo ond on the revenue 
onhancemont sido. O n  tho oxpendituro reduction side, ihe 
Administration and the Legislature need to develop a 
consensus as to what is tho appropriate and sustainable 
lovel of services that the state should provide in this new 
economic climate. Such a costed and prioritized list of 
services could be reality tested on a per capita basis 
against corresponding sorvicos provided by other states. 
Broad entitlemont programs not com m on olsowhere will 
likely omorgo for dobato on tho dosirabibty ot converting 
such programs to a ’ noeds* basis. O n  the revenuo 
enhancement side, the reinstitution of a personal income 
tax is certainly one measure that needs to be debated. 
Anothor such moasuro might be utilizing tho Permanent 
Fund earnings that are now used for inflation proofing, for 
state operating budget purposes.

Options such os those and others havo been articulated 
won in the six IS E R  (Institute of S o d a ! and Economic 
Rosoarch) reports prepared between 1989 and 1991 at tho 
University ol Alaska. I have taker, the liberty of enclosing 
IS E R  Report No. 6 . Apnl 1991. which does a good job of 
outlining tour options for redudng the fiscal gap oy $500 
million. Included m  m e  paper s consideration of a state 
personal income tax. A s  presented, such a tax could 
generate revenues in the neighborhood of $ 2 0 0  million 
annually. White it is unpleasant to consxtor tho pro&pcct of 
rotumng to such a tax. it may won bo a preferred option 
over m e  nomination of stato programs mat are focused 
upon and critical to tho welfibomg of our less advantaged 

citizens.

I be eve -t is both timely and appropnato for your Stato 
Affairs C o m m m o o  to bo dobating moasuros mat can hoip 
resot/t the state's fiscal problems f encourage a thoughtful
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and collaborative, bipartisan discussion at your hearing on 
Apnl 13. I approciato your oiler to attond tho hearing In 
person or by toloconloronco. but regret that I will not bo nblo 
to partidpato.

A s  you can woli imagine, my company ai9 0  is diligontly 
continuing to work tho similar issues ol cost minimization 
and revenue onhancomont-from production optimization. 
This will help us sustain our oxpioration program. I know 
how challenging and difficult working such issues are-and 
how painful It can bo to take essential actions such as we 
took with our reduction In force program last Suptomber, 
and as others in the oil industry oro taking now.

Thank you for soliciting m y thoughts, and I w>sh you 
success in your effons

Sincoroly.

H. L. ’Skip* Bilhartz

' J  12 4? 33419 «4dC ?irO  n t .  01



IS E R
F I S C A L  P O L I C Y  P A P E R S

Institute of Social and Economic Research University of Alaake Anchorage

Who Will Pay For Balancing the Budget?
Alaskans wJJ pay more and get k u  from state govern* 

mem In the 1990s Dot how will the burden of spending 
cuts and tax increases Call on ncher and poorer and urban 
and rural households? That depends on which pohaes state 
officials chcoe

Alaska faces beg and Rowing bud per defiats because 
the petroleum revenues that mostly paU for kxc govern- 
mem tn the I96Cs are steadily shrinking When those 
defiais uta sun u unaenxn. ba low world od prices r t  

erasing the budget surplus sate o&cvaf* had expected as 
a resvlt of the M.ddfe Last war. (Set page 16.)

Whenever budget deftctu sun. rare officials wall 
face tough choac**— how much to cut spendtngand how 
much to raise taxes; which programs to cut; whether to 
use Permanent Fund earning*. and many others Those 
choices • vJI affes all Alaska households, bus not tn the 
sane way

Thu paper assesses how different taxing and spend­
ing poLces could affect afferent kinds of households 
Asa measure oi those eSecs we oomme rriacve lasses tr. 
dasoobic household tncome

Budget dehcu will oi course have ether eifces cn 
hocsehoCda Some nctaeholds will be hun a lot more than 
others by brood economic loams and reduced govern* 
ment aemoea. Alaskans who lose ihcryobswiSoiMoudy 
suffer bigger loots tnin w« desenbe

Bin rtlaitvt household income tosa u a good mea­
sure cf the equity of vinous focal polices. We esnmax 
lours tn disposable household income by com pa nr. g 
how vinous hical pwUcea reduce suit transfer pay- 
mems and tnnuse nice and local taxes

Figure I provides ocnpecive by comparing seroots 
recttvtd and state n d  leal uses ped by a fasrty typical 
Alaska household as 1979 and 1989 (All numbers are m 
1989 dollars, to remove the effects of tafiasioei) House* 
holds general)- get more tn nfcic of serooea than tl«y psy

tn v x z  and local taxes, because businesses and the fede­
ral government help pay government costs But tn Alaska 
tn the 1980s services grew, taxes dropped, and the suu 
government began paying Permanent Fund dividends 

As the figure shows, a couple with one child and a 
median income in 1979 would have received about su 
times as much us sure services as U pad in state and local 
ums By 1999. the sjotx household wuh a mcdtantnccnc 
would havccoilcoed 17 tunes asmuchtn ftmuncnt Fund 
dividends and stale ser.uts as u pxd tn just local taxes 
(No major sue taxes existed tn 1999)

So wuhin 10 yean. Alaska households were fOfing 
60 pe item more from the v x c  and paying 40 peraent feu 
m taxes We re not su&csemg w fu: the rdiaoeuhip be* 
twten value reccntd and taxes paid ought io be. We Yc;us: 
potnnng out that today Alaskans, re g ric a  of income, pav 
hole or nothmg lor sute and local gowTtment—beoRije 
them am no maw  m a t  taxes and Fermincn: Fund dm- 
dends bcqmdy exceed. x i i  uxcs

fipuft 1. How lluch Does •
Typical House nod Receive and Pay? 

mnwowww

O fM M  tint 9mm« 
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Bui what wiB happen when the Uidgei ju begins to 
bfl? We can u h m  the equity of potcnttal fiscal poboes 
by looking at thetr comparanve effects on wealthier and 
pouter regions of Alaska, or x  their comparative eflecu 
v*t wealthier and poorer households within any region 

To analyte how different fiscal polioea could affect 
diverse households— bothactoas and wwhin reports— we 
developed specific sample households and broad house* 
hold averages We then analyzed how vanous fiscal poll* 
ces would allea disposable household Incomes of the 
sample households and of Alaska households on avenge 
(Disposable income ts defined on page 3.)

The bang page describes our sample households, 
which arc similar to many actual Alaska households. The 
averages shown in figurti throughout the rest of chis paper 
illustrate how different fiscal poboes would afka Alaska 
households, if every household pad the same amount tn 
•jutes and coQeaed the same amount tn transit: payments 
They provide baselines for comparison

We eummc relative household income losses under 
vanous measures designed to Ad a $300 million budget 
dc ter. We used a $300 RUlkon gap because that's the mag­
nitude of deficit likely to open sometime in the next S t 
years. We wanted to Jlusrxe the kinds of budget balanc­
ing measures that will be necessary tn the relatively near 
future. The sue of the gap. and the measures needed to fill 
u, wCl increase over time. The gap could be twtoe as Ur̂ e 
by the stan of the next century. depending on world ctl 
pnees and other beers (Sec page 163

We assess relative losses tn disposable household 
r x c n e  under indtvkhal tans and under (our fiscal 
packages that tnvancus ways com- _
sure budget cuts, tax mctates and 
use of Permanent Fund eemmgl to 
fill a S50C nulhon budge: pp We 
abocamtae whether different leads 
cf houaehcids would lose mere by 
gnmgupthcr Permanent Fuad 
deads or by pa>mg new taxes 

Wtarout advxaang pamodar 
choices wttned to cover a range cf 
opooos cpcn to pcbcymakrra We 
abo rttognue that If policymaker* 
m ba deradcdio implement anam 
colons— ike changing the Ferma 
ncnt Fund 6»idend pec-gram. (or 
tfjtanac— they'd 5m  have to make 
sucutoey changes

Figure 2 acts the cage for our 
analysis of household income 
.w *x* by shewing how much our

five sample households and Alaska households on ave­
rage currently coflea in state transfer payments and sub­
sidies and how much they pay tn state and local taxes 
(Transfer payments and subsidies received by sample 
households are speafied on the bdng page Major trans­
fers included tn calculations of the avenges are the state 
portion of public auuuncc programs and the Permanent 
Fund Dividend. Power Cost Equalization, and Longevny 
Bonus programs)

Three of the households— the single person and the 
families with median and higher income*— coOea jua 
Permanent Fund dividends, which make up between 3 
and 7 percent of their incomes. They pay between 3 and 
4 percent of thetr incomes tn state and local taxes 

The single parent'slowincome qualifies her for day 
are assistance and other subadtcs in addition to Per­
manent Fund dividends, she depends on those pay­
ments and subsidies for a third of her income and pays 
about 2 percent in taxes The retired couple qualifies 
(or Longevity Bonus payments and Permanent Fund 
dividends, which nuke up nearly 20 percent of tis 
income, and ts exempt from property uxcs. (That 
exemption was cnxted so that older Alaskans on fixed 
incomes could afford to uay tn their homes as property 
values increased.)

Pages 4 and 3 show (btnbunvc e Ceos on households 
of imposing cate sales, income, and property taxes and 
chmuumng the Permanent Fund dividend. Pages 6 
through 13 deaenbe the four fi*od package* and show- 
then dtsinbuOve effects on disposable household income 
The o k  pages offer conchaaru.

Flgurt 2. Payments To and Taxes From Alaska Houwnotds, 1069
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T a b ic  1. P r o f i le s  o f  S a m p le  H o u s e h o l d s
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OuA ob tlw  «• fflfwtf

Sample Households Our fKe sample households are doer.bed tn detail below We cliose them tn pan 
because each is similar to many auiul Alaska households The overviews of households make u plain that 
households tn different circumstances. orx  different phases tn thetr life cycles, hast very different tax burdens 
tn relation to income When we refer to Inccir.e anywhere tn this paper, we mean djpoublc  income— whtch ts 
total income, including subsidies and imputed rent, minus income taxes and Social Security taxes.
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F i g u r e  3 .  R e l a t i v e  E f f e c t s  o f  R a i s i n g  T a x e s

— Ai.—* j p a  -------
S a le s  Tax ($216 m illion In R evenues)

Assumptions: Six percmt stare sales ux; food and 
most services excluded. Local tales taxes would be tn 
addition to the cate tax.

General: Propcrr.cn of income paid as sales tax is 
determined by how much of a households spending 
Is on taxed uems Households wuh large ncn-uxed sub* 
A i k s  or high houang costs would pay proportionately 
less, while households wuh more dacrtcctury spending 
would pay more.

Percentage of Income: Because the stale tax base 
excludes many types of spending, the clleaivc ux rate for 
ihe avtrag: household would be about 2.2 percent of 
annual income. The single parent would pay rdauvely 
hale, because much of herincome isinsubsuliesthas must 
be spent cn nor. uxed items.

RqporuJ Difference*: Rural frmuesthas rely heavily 
uo subs^encc (non <ash income) would pay leas tn tales 
taxes tf the value of the; non-cash income (subsistence 
food and imputed rent) were uvduded tn thetr disposable 
income However. they* might pay a larger ponton of char

S ta te  S a le s  Tax
(Percantapa of Annual IncodM]

Average: 2.2%

l  H-m Uy »«« M«n< Ccm Km «

money income tn sales taxes because a high 
money spent ts on taxable eems.

t •  •  • .  •  ti■ ̂ -  -

In c o m e  T ax ($210 million In R evenues)

Assumptions: Adpuud gross DCOBK taxed a: 3 2 
percent ir the sm  S30.CXX) and 3.6 percent above that 
Per person exem proof $3,000. Tax tails of the median- 
and the tufhef -txcme (anvlies am ne: cl the redaction tn 
federal indent ux that would resul; trtxn Leduccng suit 
taxes on iedenl rr.ums

General: Tnc income tax ts jcrucrured to tax higher 
incomes at a hgher rxe. but acTual payncrus depend co 
dedusens.amountof non-uxable ccome. and ub&thes 
this tlkcnth r-crtaae income but rtr.'. taxed

Percmt age af Income. Avrragr cost to Alaska house • 
holds would be about 2 6 prrceru of annual income The 
sr.g'e pa*em ard the tensed couple would pay leas than 
a*rap. beause thetr income* m  below the medun and 
potters are tvx taxed The angle person would pay about 
the same percentage as the me dun and higher tnoome 
IsmLa cvtr. though hu income it much lo w  Thx’s 
because the Unulses have more exemptions *td can 
ttcstue deducuons (indudtng sate taxes) on theu (edeal 
naome tai returns, while the angle pcnoo canV 

Rcpuoal Differences: Rural incomes art gencaly 
lover than urban, ao many rural households would pay

S ta te  Incom e Tax
(Parcantags of

4
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a n d  E l i m i n a t i n g  P e r m a n e n t  F u n d  D i v i d e n d s

• i ni ■
P r o p e r ty  T ax  (S120 million In R ev en u es)

Auumptiotu: Stale property ux of 20 mills. wuh 
Ixil property uxes (froan at 1V89 kvtb) deductible. The 
cHeaivt stateuxnteuthedilkrence between the existing 
kol rate and 20 mtlU Households that do nor own 
prcpcny pay tnduectly through increased rent

General: The 6gurts show porcnttal additional prop* 
c:ty ux tot Anchorage households, which we arc using as 
a benchmark Figures would differ for every communuy. 
Current local property ux rates vat)- considerably across 
regions, this measure would equalixe mill rjxssuicw.de 

Percentage of Incoae: Average cost to Anchorage 
households would be about 0.6 percent. The sngie person 
would bear a relatively high bvnlcn. because he lives tn 
an apartment thai ts more valuable than average while his 
income tsbelowaverage Those who live in mobile homes, 
by contrast, would pay a kx less Alaskans over 66 are 
exempt from propeny tax.

Regional Differences: A im  which now have the 
lowest local property taxes would see the btgges: increase 
under a combined suie and local ux of 20 mills. Su Va. {or 
tnsrance. could see property taxes tn pie. Many ntral areas

S ta te  P ro p erty  Tax, A nchorago
(Percent! pe of Annual hcomt)

0.7%

•■*T4
"XU'TJ\

*liiSxv.
XWMz*d»

cuntntly have no local prcpe rry tax. so the increase would 
be large— but offsetting that increase would be the gener­
ally lower value of rural property.

E l im in a te  P e r m a n e n t  F u n d  D iv id e n d  ($439 million in R ev en u es)
Vt.tl

Avviuoptioav Permanent Fund dividend program 
cbmsmud.

General: Ex*. runr.g the tfcvtdend would cos Larger, 
•owtr-ocsme imv.Us a bigger snare of income, smae eacr. 
member cf ever)* household ts pad equaly

Percentage of Income: On average households 
would lose 6 persem cf income. The nngie parent would 
lose nearly > x c  the avenge, bemuse her household 
would lose three dividends svd her income a low. The 
fir.gft person would lose less than average, because he has 
s modcrare income and loses only one dtvtdend The 
higher mcccne family would also lose less than average, 
even though they pvt up bur dividends, because their 
income u so much higher than average

Regional Difference*: Rural households on the 
*nok tend to be ftgger and to have smaller incomej 
than urban households— so tn general rural income 
losses would be larger

Elim inate Dividend
{Ptfcm ttpt o i Annual Incoma)

?
e d Ti 12 *  03*0 u * ? irO  9 | .  o t



F i s c a l  P a c k a g e  1 . C u t  B u d g e t  A c r o s s - t h e - B o a r d  • F i s c a l  P a c k a g e  1 . C u t

AssUM rnoss: State general hind spending of S2.5 billion (tn 1990 dollars)
Fiscal gap (the difference between current spending and expected revenues from exisung 

souiccs) of $300 million (tn 1990 dollars)
No new state taxes, cut mast spending aaoswhe*bo*rd; leave Permanent Fund dividend 

program iruae
Local government make up half the cuts in state aid through increased local taxes

D f i n u r  n o s : This package illustrates the approach of balancing the budget by cutting all kinds of spending equally. 
It would close a S300 million gap ennrely through deep budget cuts across all operating and capital programs, with a few 
exceptions The figure below shows how a $300 million gap would be filled under this approach. The percentages at the 
left show how much of the gap would be filled by each category of curs. The percentages at the nght show how much 
each !>pe of spending would be cut. or how much staie and local uxcs would be increased

A j . y ,  I H rtucrtPsyR w rtitoM M duaJt-l P a p v t  p v y v r *  a t  arrow ?*-*** (-13%)
■ iso mSeft I Permanent Fixd dooms ino crj'v*)

C Lro
Ol

I

I

!<

(1514)

(1S%)

Cuts 011*1 by InctMMd 
lou l h u s-S lS S n b m

* Si? cc-i Cos r. fiats * <*- 
r$.5 r-Jtco

Cva m Aprcv OpMVg tip nm —
|?<1 —WUOrt

, To or+tal ol a »  m su* ad o flruttgai?** and aenxf*

(4  5% tuts ad oSw? by *21% oca tmt)

, Met cf**{ by rcraawj tea) Man 
’ (4$%»uia td)

Cun n labcr. xriKbH. and sc®o> ccia (-17%)

(10%)! Cm m C o a  Ssn5o?-i$o nicn .(.17%)

Broad Economic and Swyicl E n te r s :  Cuts cf this magnitude would cos: the economy tens of thousands of 
j:o s  and millions cf dollara of inccme. as described in F\xd Pcticy Papa So. 5. State and loo! services would be reduced 
The aus would be rtficced tn (t a p  lake fewer new schools and other pubbc (aoUnes; poorer msntenance of exisong 
reads, school, and other pubbc btaldngr. higher local taxer, larger class suer, leu p c lrr and fire prtxecuon: fewer 
regtsna! offices for >u:c agencies: and slower responses from sure and lo o l agences

HsumdHoivlholo Ejtects: Ihe hcusehcudupoubfe incomeloues wedua-ustn uxiefucdpaJia^a crcjux ‘Jx 
result cj trxrtucd taxti ruh rr bed Ux mrresses tn response uausin u&e ad or new axt tcxa) crA rtduud ihatr 
transfer paxmcas. 7hc^ctacflos:pfrr.mcntienvaarrno(rg/kaed buemt losses amorg hcuttkddtfaulcujckt
would be much h tf ir

DeepanwMhe- Mart cutswcukl take the mos: from households that reiy more on transfer pxymena cr subsuio—poo: 
wottang p i r r  ts, older people, and man)- rural rtcdents. for instance. Households wvh higher incomes would lose less, 
because they dent rely as much on uxe piymema-and the only new taxes they’d havt to pay would be any tncnascs 
in local taxes that mumapaliaei and boroughs imposed to make up for reduced suie fed

Notr Ckru.'. u x fp ra  ef cyrraam tyevi^ err prjutud frvn 0 .0 b  !*• Dv twtr pty dot ur*ct on to p rtn l oki&ur,

6
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B u d g e t  A c r o s s - t h e - B o a r d  • F i s c a l  P a c k a g e  1 .  C u t  B u d g e t  A c r o s s - t h e -

Measuring Household Income Losses: Below we anas comparative effects of Fiscal Package 1 on our sample 
households and on Alaska households on average. The figure immediately below shows percentages of disposable income 
householdswouldlosethrovgh reduced transfer payments and Increased locol taxes. (There are no state taxincreasesunder 
this package) The figure ot the bottom of the page shows how Fiscal Package 1 would change transfer payments households 
receive and state and local taxes they pay; these can be compared with the existing balance of payments and taxes shown 
on pageZ

R e la t iv e  L o s s  o f  H o u s e h o ld  In c o m e

42%

■  k'ouM  Sum 
i-ULaxTu*

Average: 12%

1SET

Sr*j« Prior, S cq *  9*ttci Bet’X Cod* toon* iron*

R elative  H o u s o i o l d  In c o m e  L osses:

Alaska households on avenge would lose about 
one percent of thetr incomes as a ttsul: of re­
duced transfer paymetus and tnaeased taxes.
Ibe rented couple and the sanpe patent would 
lose much more, because Longevity bonus 
payments and day care subsidies would be cut 
sharply. The other households would lose less 
than average— because they receive only Per­
manent Fund dividends (which wouldn't be 
cut under this package), and they would pay 
jus: local tax increases.

Payments and Taxes: All households 
except the single person would still receive 
considerably more in state payments than 
they pay tn state and local taxes However, 
the retired couple and the single parent would 
each lose close to 12 percent of theu transfer 
payments 7nc smgle person would end up 
pavtng mere than he receives because he gets 
only one dividend

Ru a iin e  Hot/® w x d  L osses Bv  R ejQOm

(Not shown) Households in rural regions are 
frequency large: and poorer than uihin house- 
holds. So they typiaily recent more m transfer 
payments—and therefore stand to lose more 
under deep cuts tn transfer paymerus. Rural 
cocur.uruacs also generally receive higher per 
captu sure payments for educaoon and general 
government So if rural governmems chose to 
make up at leas; a penwn of cuts tn state aid by 
rat&ng focal taxes, households m rural regions 
would have to make up propor.ior.xely more thin urban households. Exceptions would be households m comm unities 
with virtually no tar bases, which don’t have the capacity to pay much tax. and communities with essrerr.dy Urge 
cor mercul tax bases CUke the North Slope Borough) which take much of the tax burden off households

Payments To and Taxes From Alaska Households
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Assumptions : State genera] fund spending of S2.5 billion (in 1990 dollars)
Fisal gap (difference between current spending and expected revenues from existing sources) 

of $200 million (in 1990 dollars'
No new state taxes; preserve capital budget; dctp cuts in aid to local governments and schools 

and across-the-board cuts in other operating expenses, a p  Permanent Fund dividends at 
1990 expenditure per recipient 

Local governments make up half ihe cuts *n state aid throuih increased local taxes

D escription : This package illustrates the approach of maintaining ca^'ul sp» iding and puuir.gmore of the burden 
of government cperatmg costs on local governments. It would leave ap iu i ra id ing  rnua and make acrosKhe-bcani 
cuts in most operating expenses, but with deeper cuts tn aid to muniapalitk t and schools It would also a p  Permanent 
Fund dividends at the 1990 level and shift the savings to the General Fund. The figure below shows how this approach 
would fill a $500 million fiscal gap. The percentages at the left of ihe figure show how much of the pp  would be filled 
by each category of cut. The percentages at the right show how much each type of state spending would be cut or now 
much state and local taxes would be increased.

Pvninen: FiXtf dvdrcs—$7$ moon (-17%) 
or«t miicn ( 4

_ To ofls« cnohal c< cva vi «pd to mxopaites lid sdvxs
(-115& ttaa ad on *  • 29% bar m )

NottfMliyrcrwdiQQitaias
(•i i A m u M)

Cua r. laser, c c x a x *  arc uro> s x s  (-1 y . )

B road  Eco n o m ic  a n d  S ervice  E m c is :  Deep cxs tn the cperanr.g budget could cost the economy tens of 
thousands d):b» and millions of dollars tn tnoome, as dexrbed in Fisol flaky Aper Not 5. Government services would 
be bxa£y r t d x e i  but local programs would be hx espcculiy hard.

B ro a d  H ousfm o ld  E m c r s :  Household income losses dbcused tr. choc packages art .put losses rm lon j/ron i 
reduced transfer paymenu arJ fnam  d  taxes draher local tax increases tn nesjxr.se to aits x  state odor new state toxa). 
See rtfxiuJ are effect cf reduced sensed Losses <mtrg household that tost jobs would he much larger.

Households that itiy most on trmsiei payments would lose the most under tha package—poor households, households 
wtth oldtT pecpe. at.d many rural households The a p  on Permanent Fund dividends would cost ail households some 
income, but begger. poorer households would be hurt mem. Households would hive to pay lugher local taxes to hdp 
cihet sharp cut* tn ad to schools and local governmems

tm ) R*<Jvc*d Piym*«» lo IrxJrrWuHs- 
StKnffon

■dH?

m ) CiAv O i l ' l l  t r ;  Irx ira so d  
local I j f r s —SIO?rr.;RiC«»

AOOXrj. Cc3 in Sum M -  
SIC2 nttcn

(37%) I Gets In Agancy Oovttng Lioensn- 
SlKoMon
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P r e s e r v e  C a p i t a l  B u d g e t  • F i s c a l  P a c k a g e  2 . P r e s e r v e  C a p i t a l  B u d g e t

M easu ring  H ou seh o ld  Lncome Losses: Bclwwc asses: comparative effects cf Fiscal Package 2 on our sample 
households and on Alos>ta households on average. The figure immediately below shows percentage losses tn dispouMc 
household income, hose numbers show proportional losses among different tends cf households. The figure at the bottom 
of the page shows how Fiscal Package 2 would change state payments households receive and state and local taxes they 
pay. These numbers can be compared \%ith the oaicng payments and taxes shown cm page 2.

R o a i i v e  H o u s e h o ld  Ln c o m e  L os s e s :
Alaska households on average would lose 2.2 
percent of their tncorr.es under this package, 
mottlyin rcduoedtransfer payments. The single 

mother and the rested couple would lose much 
more, because day care subsdxs and Longer.ry 
Bonuses would t< cut.

P ayments and T axes: Three of the five 
households would soil receive more than they 
paid, but the retired couple And the sr.y'c 
mother would both lose dose to 13 percent of 
thetr transfers because of cuts m day care sub* 
suites and Lcngevuy Bonuses and a cap on 
dtvuiends The stn^e person would pay almost 
twice as much tn sure and local taxes as he 
would recn\e under the capped dividend pm* 
gram, and the higher inccme family would pay 
siighdy mere than they receive.

R elutv e  H o l s o k x d  L o s s o  B y R r a a v :
"Not showT.' Com pi ran ve regional household 

losses under this package wculd be sar.tlar to 
those dejcr.beo under Package 1. exapc :hx 

in all nr pons both c a n  tn tnnrie: payments and 

n -rases r. local taxes wxruid be larger Tha: s 

because dividends would be capped under thus 
package, and local government aid would be 
cut mom Areas tha: have very bnaed local ux 
capacuy would lose the not services, snce 
:hey couldn’t rase local Uvrs :o nuke up lot 
CUU in sure aid. espmaHy cdxaoon aid.

R e la tiv e  L o s s  o f  H o u s e h o ld  I n c o m e

5 2%

;u m  => 'V* -• •*• t r v r :

C3 Pirwe 
■  ivmmI (ut# trtLx* 'urn

16%
Average: 22%

ITTV

t r y *  * V t c »* S r y «  W *  C o x *

Payments To and Tauts Prom Alaska Households
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F i s c a l  P a c k a g e  3 .  I m p o s e  A b i l i t y  t o  P a y  • F i s c a l  P a c k a g e  3 .  I m p o s e

A s s u m it io n s : State general fund spending at $2 3 billion (in 1990 dciiats)
Fiscal gap (difference between current spending and expected revenues from existing sources) 

of $300 million (tn 1990 dollars)
Impose state income and property taxes; base some transfer programs on need, make up 

remaining deficit through across »he>boatd cuis us operating and capital spending 
Local governments nuke up hall the cuts m state aid through increased local taxes

DtSCTurnON: Thb package illustrates an approach tha: would close the gap through a number of measures based on
Alasksns’abtlity to pay a new sure tncoer.e tax; a property ux Out would equalize propeny tax rxes statewide, and changes 

that would tmpose need cfttena on ihc Longevity Bonus program and the Power Cost Equaltratton program (We 

rccogmre that such changes would require statutory changes) Permanent Fund dividends would be left tnua The figure 
below shows hew this approach would SI! a $300 million Sscal gap. T V  perectusges it the kh show how much of the 
gap each category of cut would fill The perotmages at the r.ght show how much each type of spending would be cut or 

how much state and local taxes would be increased

* in } i
W. ̂  -  * 4 A. 1* 1 > l#l » l»

L
*»

(JMl
Vft flrr̂ i Iji ilSnli'ii

W MxnMltiatiiR-UlHlw
i m  i latte1* CJk a t n  U  P  in**

[tlV Ca  r Oaucnc 
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^  O t¥ nox* s * p r * - 4 ' * nAer (-9*1 
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Broad Economic and Slxmcc Ejttcts: Economic Losses would be snalkr under tics package iron under 

packages I and 2. because scare spen±rg cju would be smaller, but tax increases also co* the economy some )obs and 

income (set fjcaf f tfu y  P a p r  Nb 3) Los* of government se roces would be ocdy abcut a third as larpt under thus package.

Broad H o i scmoid Ejttcts: Kcuiehoid interne Lcsves d j t u a e J  tn rfcae p x h a g n  s n / j u  the raui: cf reduced 

(rsm/er p syneret a n d  tncrtaud u x a  ( c A e r  local u x  increases « rnptne u  cuts in u a u  ad or new v m c  u x a ) .  Sot 

'tflected art (feat af  reduced semca. fncane losses among those houehcUs that lost ;x s h«iLJ be much h t f r r

Cfder Alaskans wuh moderate or higher tncomcs sand to lose the mo* under a pobcy that tses Lcopvuy Bonus piymcna 
io need Some runi households would lcKtheurub*<Uabrckancbdl* if the Power Co* EquAatsooPropim were 

tied to need, how many would be affeacd would depend on whr moome lestl was destrocrd as needy Slodeme and 

higher income households would pay more lhar. average uioome taxes.

W * ____________________________________________________________________________ J
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A b i l i ty  to  P a y  • F i s c a l  P a c k a g e  3 . I m p o s e  A b i l i t y  t o  P a )

M lam tung  H o ls lh o ld  Lscomz lo s s ts : Below we aueuOie effects cf Fiscal Package 3 on cun 
and on A laik j households on average. Pie figure immediately below shows percentage hues In da 
income, illustrating proportional losses among households. The figure at the bottom of the page 
Package J  would change state payments households receive and state and local taxes they pay. The 
compared with the existing payments and taxes shown on page 2.

R n x i iM  H o l s d io l d  Incomz L tn s rs : 
Alaska households would lax on average about 
4 percent of their incomes under this package, 
mostly as a result of new su:e uues The recred 
couple would lox four urr.es that much, be* 
cause wt assume their tncome level would 
make them inefĉ bc for Longevity Bonus pay* 

rr.cnts based on need The sxgje person would 

pay higher than average income uua beaux 
he has no dependents and because ne woidd be 

unable to reduce the impact on his ux btQ by 
deducting state uua from his fedeaC return.

R m m t  Hex-utk i d  Leases By  Rxckrc

iNcc shown; Of tcune average hcuxhcld ux 
bis would be higher tn x3 rrgscrs under tha 

package, beaux 8 adds new cues But the 

rc'jnnt new ixx burden would tail meet on

Pa^ievts AND T  AXIS: Households that ire 
able to pay— <he stngfo person, the median 
income (amdy. and the htgner income family—  

would pay more than they receve unde; this 
package The angle person would pay three 

times as much as ne receives, oeausc he col* 
teas criy one Permanent Fund dnsdend (and 
he loses more of that dividend to federal uxa 
than any ocher household) But the higher 
income family would also pay subsunnaiiy 
(JC percent; more thanuocUecu The retired 

ccupie would lose 73 pertxn: ofsiec payments 
m fojuy Locgcvw Bora pxyrrxnu The cngie 

pirrruj transfers paymrrrs would train 
mostly tmaa

R e la t iv e  L o s s  o f  H o u s e h o ld

16.4%

Av x iq #: 3.9% 
44% 44%

firgMPVM* **•’, • ••rr t V m e O J i M  M<rwbeô »

Pay menu To and Taxes From AlasXi

Pi

urtxr rtporu. whi^i generally have higher nccrr.cs Howcw.xutncntnedindMdualhaaxhoidix 
that makes the b»g £  •'lercnae— eurx households thus have high incomes would abo pay reixittljr high 
been urban and rural— that currently hnt low mill m a  beaux thetr commensal ux bases arc tar 

tncrtasa than areas where cxanrg propeny ulxs arc higher
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F i s c a l  P a c k a g e  4 , E l i m i n a t e  P e r m a n e n t  F u n d  D i v i d e n d s  • F i s c a l

A ss i-m tjions: State general fund spending a 52 5 billion (in 1990 dollars)
Fiscal gap (difference between current spending and expected revenue* from existing source*) 

of 5500 million (in 1990 do’,lan)
No new Kate taxes
Ebmtute Permanent Fund dividend program; make up balance of gap through 

acros**thc-board cuts tn opennng and capital spending 
Local govemmenu make up half (he cuts in sute aid through increased focal taxes.

D r s a u r n O f * : This package illustrates an approach that would requite neither deep budget cut* not new uues because 

U would SI most of a 5500 million gap with Permanent Fund eanrng*. The Permanent Fund dividend program would 
be eliminated and the money shiScd to the general fund. (Thu change would require statutory changes) The figure below 
shows how this approach would SC a $500 million gap with ihe percentages on the left showing how much of the gap 
would be ailed with Permanent Fund taming! and other sources, and the figures on the nght showing how much each 

type of spending would be cut or hew much u x x  and local urns would be increased.

Dnm »  P m m m  Pure 

0tte  la rd *du * -S  7 nSon (-2%)

To cm* cno-fw? ot cv» m saw us e pviocairws a-o werooua 
— n a  art cSr. ty >7% fcoit *jum
— w  Net e**at Or rcrriM ocat sum  (•!%)

- W 't . s r u j w  x n a n a  me soov coa ,^%l

Broad Economic and Suoigl Enters: Thu package would ukc several hurd-td mdhon dciors from pn.wte 
nr-dimd a io gevemmer.: causmg in* of prvaa and tnxme. But she broad rcencnuc kosaes under this package 

would be k m  ihaa under deep budget cuts, bexac government spendmg tends to c x x x  most jobs than household 
spendmg, (Set fjcdl fttVr Psprr So. 3.) Cowrrrar̂ nt xravea could be mamicncd a; dose tothcr CJTent levels.

Broad HotiOKMn I:j n  c n :  H m A sU  x x t m e  b a a  dbcuwd in these par-agrs art just die result cj reduced 
I’amf c r  ar.i tncrtauJ u x a  r.-vr Ix J  u x  t n e r t a a  an response to cuts in s&ur odor new i u u  u x a ) .  Se t

r r ' a u J  crt tfcas  of m L u i  srmas. Income b s » o n o ^  those households that bstjci* would be htgi y.
•

Effects cfthu^aJoge are armghifcrward big#: households wuh smaller incomes would lose a bigger percentage 
of income if hcrruatnt Fund dividends wtrc ehnunased. becntse each member of every household coUcai equal 
dnidend payment*

S i t  uacr. f t p  t

I F
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P a c k a g e  4 . E l i m i n a t e  P e r m a n e n t  F u n d  D i v i d e n d s  • F i s c a l  P a c k a g e  4

M iascm ng HoiiHHOLolvcOMt lx»sr$: l k b w * t a u t u t k t d i U T i b i a * t f c t t i e f F i H a l P a f a t c4o n n r  cample 

hoitthdds a n d  o n  Alatha Kcuickctlt on enrage. The fo irt immeduttiy Mew ikon pencmtofe leuei in dupuioto 
heuuhstd income, thou numbtn the* which foncb cf houuhcMt a and tolouthe mott under thu peuhaft 7he figure 
otlhebuiom<fih<po£eth3*iho*lhtpackagt*culJchsngtittupa)rnenuhcuiehcldirc£et*canduauarJlo€a3uuei 
they pay Thexe numhtn can be compand with the cauiy payment end tax >.<u iW n  cn page I

R n  aitnt HiX/sutou> Income L t * s n  

AUika houK hrtd* cn  w n j t  w ould ten t  6  
p e tt tra  ot ih « f tn ccm a  u n d o  th u  p acM p . 
**,:h m ott o t  that 'cot the r t f - 4  o t  l o « |  
P tr ru n c r .i  Fund i n t e n d i  The m t f t  pMrre 
w ould  tone the r . « .  b e a u x  h e r in tern e  t i  
low  ir .d  ih c  w ould f  n  u p  ih tec  d .v.dend 
paym ent* The r e d a n  incom e family w ould 
also  td c  M -nt»h*j m o tt  than  average— 
because o t the u u  c l  the & vidend payment* 
i: !««.* tn  !tt* cen  to  ft* incom e

Pavwms AST) T m :  IhoH hocachSd*
whose only tuce paymrc: a the Pcrjnrm 
Fund drtderd--the nn£e p ta c r .  end the 
trr.ix* wuh mcaua ond h’.p t: twotncfr— 
would hive no payments le t  i f u n t t  
uateitf d'ttdmd* we* tim m d . The reined 
couple woud c l  cofiee LoQfrtty hccuio 
and the sn 11 pom: would end codec dit 
cc t and 'Cthe? tJsodi«%. ftu  acz i the dM« 
dead would cor the petn: 15 ptroeru 
cl h r  tnrafrt uaocac and the rcatd coupe 
25 penctnc elite: tnrro*r *acocae

Rtc • m t  H a w u n  L o » * i B i R ic jo v .
(H o c  t iv m x C  T ha p tc& ap weufid c a r  A J r tu  
wischdi* on a x a p  S 2:*00 The ixtfac 

hOuaritfUawaald law the nor. r c u t  :hre 
would?* optht sox (w>m*re* Rualhou*- 
h n d i  cn  a t  **pt « t  u f z b a n x  i t & v  d u n  
uf0^houwha4tanda^typo^h»itina«Y 
income* r d  c  depend mow oet dmdend»

Relative Loss of Household Income
/ T i t i i

**e  « »t " fi "J+* K*««

l ]
■  h n w i Sm» 

r t j w ’u*

Avttogo: 5 S %

nv i* « w  t« m tw »  Mitt®*

Paymtms To and T i m  From Alaska Kovsaholds



T a b l e  2. W h o  Wi l l  P i * V  t Q  F i b  ii4$ S 0 D  M i l l i o n  F i s c a l  G a p ?
j »ppr

Annual I n c o m e  L o s s e s  ol S a m p l e  Households

{Dollars a nd Porcont of DlaDosable In c o m e )
id

•Al £P*JOfci *■ '•> t icx tf S2 3 hlfes pv*ai f a J  ̂ trJL*^

Summary and Conclusions
So miner how the awe foam Mai balanget us 

fcuipi tn the comaif von. all hwaehods wtll pay tn 
roe wjy cr araher— tr. hip*? ’Jxtt. tn b t m x t  trruirr 
pjvmenu tn rtduxd (ovtr.*nou services, tn iok pas 
aw CO euptoea^clikaatctatem uncw hJtocm hna- 
non oi bud^i ass md tax tncreuct to use tn 6Bo^ ihc 
lj & .  pp. and is dc&dc whether and how to sisfi any of 
the carsrp of the Pemureri hrJ a a  pnerjl jcvcnv 
neu sptndxg tn r--akr.* those deostocu tawrukm 
reed :c be s « m  c< how dfirtn: rxuturrafka cbSercni 
ienda cf households

tn cutsniyu vie looked j: laur ecenbtrjetorj of 
n u r . i t J  (or t L r . j  s f e o l  p p  c f : X> muboo— <hc 
mjparjde of pp the cups cper. so ne wxhm the 
nos few vtn As the Spares oq pap 4 . rake dear, 
whenever the pp cans a wtilpowevernm*.. itqumaj 
meet and more to if I  The fool picfcaps tn thas paper 
jrr se ended to show hew 6 Uetrx lends of uses sr. J 
buffs c m  and use of ftnrjnerc Fund eantn~ would 
iScc. households tf the p p  wett Urjcr thm the 1 ) 0 0  
mfttooweusc then dee pet cuu or bfher uses would be 
rrquttd to tt tt— hut ihe rtisove cfleas on households 
would be crulir to whit wt dcaenbt

Wc'tt not sdvoatmg the cccr.iwuncrsj tn our four 
fcscx pKxips but arc rat ret utr.; inert to show the 
lends 0 ! chasers transfers have— and to make e dear 
thx wrut they choose ext make 1 btg dSeretcc to 
Alaska hsusehkds

The task above ammanae* the decane tn pvrr.- 
mere spcadmf and the relent lets oi household tascr. t 
unde the (our bed paefcspo we profiled. A number 
cf para arc dear from the table and (men oar aaatau

•  Thetegr a budget Alaskans ch»t to r.gr.;ra. the 
stoet they w*J have to pay. The uruuavtd tpesioru arc 
how much sure iperdrvf Alaskan wxx. and how oxh  
(heysmw&nftopiy.

•  The less state cflscab ask Alaskans to pay, the mom 
tovrmmcraserttcawtf dedme Hundreds of nalboat of 
dotlsrs tn budpr cua would cose the r e a p  household 
tx’t x n & e  bole tn & s t a  taoome toues— but they would 
cost everyone a poe deal tn (os cduooon. pobcc ctd 
&tc protestors. toad maintenance. and other staves we 
cepta froen state and leaf ipvcmmcne a

1 4
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•  Elimlnaitnf Permanent Fund dividends and ihif:* 
mu the money to general govemmen; (pending would 
cost ALuVj  houiehclda the mow income but would 
require the smallest cuts tn government xrv.as— beaux 
the dividend money alone would neatly fill a S500 
million budget deficit.

•  The mort suteoffioaU balance the budget through 
«ro»*the board (pendng CUU, the ten a will dittctiy 
jflcc the tncomea ol mow Alaska hcux holds— but the 
moec u wC cow poor and elderly household* That's 
beaux mow Households don't receive the transfer pay* 
menu and subsidies poorer and older households rely on 
and which would be reduced under acrosfrthc'board 
budget cuts

•  Kouacholds on average would toe lex tncomc tf 
the state balm ed as budget by raticg taxes rather than 
by dnr.iropng Permanent hind dividend* That's trvt 
beaux buenasc* would pay a par. of new taxes, while 
households would bear the enart con of t a g  dM» 
dend payments

•  Smaller, more alCuen: Inlks and no* cnglc 
Alaskans would probably prefer :o xe Pennaacrx Pund 
dividends tliminaud ocher than pay major new taxes—  
because they would hhely lo* Imindnidcnds than they 
would pay tn new taxes

•  Urge, poor heuxheids could b x  xr.era. ones 
mart thin smaller. weilihe; households tf Pt miner- 
Fund dmdcndl w«rt etcncxed. Among our somp.t 
rvausehotdi. tor oxmoe. the stnge parara wsh r«o cfcl* 
irtn ccuid t a  10 percent of her tacoene. as compared 
with about « perctr.t lor the higher tncomc iarmly of 
four Cbvtciss.V the difference would be rvtn bigger tor 
larger low*tncomt households Mint larger, poorer 
iamt'tt* lure tn rural areas

•  CucJif the Lnjntv 5cn*-t program acroxoe- 
boatd would taxe some mcarae (roea ail AJufeans rax; 
whde bo*r g the prcgram on nerd wouud take the rare 
bxnts awav itoen soeae but pnxesc the ptymens of thax 
w*h t a r  income* Out sample rented couple, (or tn* 
stance. has an income near the Aadm ap mtdun far 
thocecvtr63 Undooxifuficrsato»*eSlOaAoa. 
they would to* ctex to 6 percent of thetr susae. 
obrtoaiy tar-mcome hcuxhofcia would b x  meet U
the suit s»td ihe sane H O mutat by s t a g  hall the 
antra rtcpxra tnedqptk. our rested couple would 
b x  15 pcruera of thesr income— ■but older Alaskans w*h 
lower k x c c m  would au3 recent the bcnua ttaa

* l(propcnytaxc.wereequalixedsuewideOhrough 
a state property tax), ttfldents of area* with low local 
property taxes rcfeflve to thdr ux haxs would pay the 
biggest increases Areas that already have higher prop­
erty taxes, and areas that have bulc or no tax hue. would 
tee mote limited increases (1/ proper,y ux races were 
equahatd statewide. that would not cqualue the cruirt ux 
burden, since sales taxes vary by communiyj

* U local governments make up ■  least pan of 
reduced tuce aid through increased local taxej. then 
rural coca would have to make up the mo*. That s be- 
caux cunent per ospua axe payments for education xvi 
general government art higher tn rural areas.

* SigbudgctcutswouldhiitnaxncsofrunJAlaslans 
tn gereal harder than incomes of urban residents, be­
a u x  they rear* more transfer payments and subsidies

Today Alaskans— whether poor, tn the msddk. or x  
the top— pay btde or nothmg far tux and local scvoo. 
beaux there art no major suet taxes and Ptrmasen: 
F o d  dr**Jcnds exceed bcal taxes for mo* households 
The divuknd program makes annual cuh payments :o 
vtrruafly all Alaskans, and the longtvsy Bonus program 
makes monthly paymcrui to Atoskaas cwtr 65. scgradkaa 
of income Thox programs wet dcstped to shara «rah 
tndMdtol a t u a t  the n u n  od wealth dot ts now fedng.

M**.y needy brakes and rider people hive come to 
depend or. thox tcarafe r t re cans, although they were 
not standee as aad programs in deodmg how to balance 
the budget, lawmakers need to axudcr the dependence 
i hex programs hate b u n d

And thenr art many ahe? uiues cf espsry t u u  of sa u  
will have to face aa they dea. wgfc budget defats W e\t 
seen be rxanoe. that deep budgn c m  would fall htndcs 
or.ihax pooetshouaehouCsandR^xsth* depend ms* 
on m  tthft&c* ’A*hxh subnbes should the state 
mxrsuui tn an era of dedr-ng transa’

The e q j x y  of garment prices ddht ccnorm 
Alaskans much ta the last decade, beaux od wealth 
mesra them » »  pfesey tor sJ and mdmduai CM—  
dadn̂ hatt to cany ibe burden of succ gomtsan: But 
now liwmakrra wt3 have to m 3* tough docjxxu about 
whowt3pvyto:Alaskasgr>«nssncn:Aihr 1990*

\<?
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Tho Alaska Fiscal Gap  • ••• ••   • • ipT I  * '  l #«!

Projected Fiscal Gap at FY1W1 Budget Laval 
Showing Contribution Fron Oil Price Spike

Old and New Petroleum Proo.;lion Foricnti

We ve heini j lot laaly about (he Mriy ore of (he 
m u  s m n «  windfall aawcitfed w.th the MMkbe Foa war 
The bea cunera tr.lotmatton rjf/ou the vr.vdiaQ wu. 
be moth mailer (han pmvwuity anoopaeed. and will be 
a &  to pnrtdc a rcahur. aptrj; dedfting revenues fcr 
n o r^ d jn c n e y e a r  (g a p h a sk ia b ra ).

A mote epshcans dr*ioprveu trJhaenar.gthe per* 
Gened p «  of dte iiuJ p ?  » (he Ajj/j Lcu.-.r.rrr d  

Rttenues tari upward r o w .  of a* pttrcieun; pro- 
t  jxen pesptaions The rtvtocr. *di» on d t a p  300 
t iwaKd ta.mii per dav ir. pr; dbace ikrougr. the rear 
2330 igspct *  r.ps i » r  0~* ucss ex* p p  par .

teieca thu rrvttwo. and thews (ha: tf the bgher produe* 
am  tt tuacned. it wifl cushion (he decline (n revenue*, 
par cJarty tn chtt decade

Although (he shape of (he beat be* gap psph tt 
aiered by (httncwa&rumpom. as r&esop ts undunged. 
Rrwerrjo from casnr.g kr-rceswJ1. drdne and a bgnsfi- 
ecu and growing heal gap wtQ open th* decade The 
Stupe of the p p  vJS cor.tuaac »  cur r? aa mforcnaum on 
peuokum p o m  and producuoa scaknvcn: wmdli2i. 
and (he badge: intS c\r.ge ever sent, fcs a p p  will 
rrrxn Aboka nseda so plan no* to essirux the beat 
and ccoooanc pcshvera a wj bnag 2

I S E R  Fiscal Policy P a p e r s

ittsAM eft Soaoi end tooom c Htwacf UMrtncy &  JUMfca A x r v a o e  
6 i* t O&itXT:, Ofctaor 
32ii r-fajex* 0«**

Mr-*«wtl C*ra*a«r Ut 
PAJO 

M—
•w-utftto Wt

'9
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I M F I B  A l a s k a  TAX
TOl NF t O/Al aei.'fl Membore

FROMi Ress Jerrel, W" Stato Director Phonal 7Q9-1279 Paul 70*7-3431

March 2t t 1*92
A U C R T  V

HEi MO 523 PuoihB-ift Llcanaa Tax HB 523 Personal Income Tax Sponsored by Pap. NJilo Koponen, D-falr banl:a

;,«n. UVhCI

N ' a *A»« * 
*•* I-**/*

These tw o  bills are scheduled for hearing next week and will directly affect yuur packetbook.
On Tuesday, March 31st MD 523, will be heard for tha first time In tha Mcuaa Labor and Commerce Com/elttea. It will Impose a IX QP06H RECC1PTB TAX on all businesses with an income over S1C0.0C0. This tax trpcsrd on GA0B9 RECEIPT9 will hava to ba paid regardless of the prof 1tabl1Ity of your business. Tho bill will also Impose a 7X NLT INCOME TAX on each bank and savings and loan association. Labor !> Commerce Committee members orn naps. Chairman David Finko! stain, D-Anchorage, VIco-Chalrran Pat Parnall, D-Anchoraga, Petty Bruckean, D-Anchorage, Oava Donlay, D-Anchorage, Ivan Ivan, D-Akiak, Pcbln Taylor, R-Wrang»ll and Jim 7a*ackl, R-Olrdwood. Tho Committee Fax number 1st 463-3412.
On Monday, March 30th. HP 523, will be hoard for the first time.in tho House State Affairs Committee. It will Impose an income tax of *-*; 3.2X on individuals incono up to 430,000, on Joint roturns income up to 450,000. on head of houtoholds Income un to 440.000 and, married filing separately incono up to 425,000. It also imoosee a S.7X tax on ineomea In excess of those amounts. Stain Affairs Committee members arei Paps. Chairman Gene Kubina, D-Valdez, Vice-Chairman Tom Moyor, D-FaJrbanks, Batty Bruekaan, D-Anchorago, Dave Chcquitte, R-Anchorage, Larry Dakar, R-Anehoragv, Max Oruanberg, D-Ancheraga,Mike Miller, R-North Pole. The Cnaaltteo Fax number is 463-2297.

i • ■. ««

On tho 1*06 Stata Ballet you voted overwhelmingly - VAX - to reducn stata government spending bofora increasing er imposing new taxes. Also, in 1990 you voted to.reject - BOX - reinstating the state personal Income tax. Tho efato budget needs to be cut before trpostng AN? new taxes. If they wart to reduce the budget they need to ont etate and local government out of tha commercial activities they operate in competition with many email business**, such asi Printing, Olft Shops, videotape Outlets, Service Stations, Day-Care Centers, Landscaping, Road Maintenance and Repair, Laboratcri«e, Medical Care, Pharnacles, Architecture and Engineering, Office Purnlturo and Auto Body Repair. This wilt go a long way to bringing the star and coat of etate and local government down to reasonable and affordable lovele • without imposing new taxee.
YOU* REPRESENTATIVE*! NEED TO HEAR FROM YOU AND TOUR FRIENDS IN THEIR DIOTRICT. THEY NCCO TO OS TOl.O TH1H IB NO TIME TO BE IMPOSING NEW TAXES. CALL YOUR LOCAL LEGISLATIVE INFORMATICN CFPICZ AND SEND THIN A PUBLIC OPINION MC50A3E **R FAX THE COMMITTEES A MESSAGE - TODAY.

a



MB 525 - the facts for aore stable support for education & safety
WILL DO:
1) Secure revenues rang ing  frost $250.0 -  400.0 m il l  io n 1

2) Provide s t a b l e  suppor t  by avoid ing  i n t e r n a t i o n a l  event* isipacts

3) Allow rocoupsiont o f  o s t i n a to d  301 o f  c o s t 1 front U.S. c r o d i t

4) Require only  people ho ld ing  a jo b  need t o  pay

5) Catch n o n re s id e n t  workors t o  c o n t r i b u t e  t o  s o r v i c e s  r e c e iv e

6) Be oconoa ica l  t o  c o l l e c t ,  9714 o f  revonues a v a i l a b l e 4 f o r  needs

7) Save c s t i n a t e d  4000 jo b s  l o s t  f r o a  l e s s  o i l  coney by y ea r  2000*

8) Execute recognized  need fo r  s t a t e  Incone ta x  f a c e ■a t t achccn t s j r

9) Avoids burden on s e a s o n a l ly  onployod o r  unemployed

10) Allow us t o  assusto d i r e c t  r e s p o n s i b i l i t y  f o r  so rv ico  c o s t s

11) Hot pass  on a s  nuch t a x  burdon to  lo c a l  c o a o u n i t i o s 6

WILL MOT:
a) p rov ide  a l l  noodod revonues fo r  tho nueerous s t a t e  s e r v i c e s

b) burdon unemployed o r  thoso  c o a a i t t o d  to  e x c lu s iv e  s u b s i s t e n c e

c) bo so  now, o r  u n f a a i l i a r ,  as  t o  be u n t r i e d '

d) inpact  your w i thho ld ing  fo r  an o s t i a a t c d  18 conths* 

(525 fac ts .410 )

’Tost iaony  Revenue Coan iss ionor  t o  Houso S t a to  A f f a i r s  
C o s a i t t e e ,  on 3 /30 /92 .

’ i n s t i t u t e  o f  S o c ia l  & Econoeic R esearch( ISER), No. , _______

*ISER, A la s k a ' s  Dependence On S t a t e  Spend ing .  No.5, October 
1990.p . 11*

‘T os t iaony  Rovenuo C o aa is s io n o r .  3 /30/92

*ISER, Report No.5, October,  1990

‘ISER, Tho Alaska F i s c a l  Cap. Mo.l ,  August, 1989, p . 4 
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CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS RESA JERREL,
AND I AM THE STATE DIRECTOR FOR THE NATIONAL FEDERATION OF 
INDEPENDENT BUSINESS - NFIR/ALABKA,

NFI D/ALASKA IS COMPRISED OF 3,292 SMALL AND INDEPENDENT 
BUSINESS OWNERS. THE LEGISLATIVE AGENDA OF NFIB/ALASKA IS 
DETERMINED BY OUT BALLOT. THE BALLOT IS OUR ANNUAL POLL OF OUR 
MEMBERS ON A SERIES OF ISSUEB DEEMED CRITICAL TO SMALL BUSINESS. A 
MAJORITY VOTE, OF TIC MEMBERB IN RESPONSE TO THE POLL, SETS OUR 
POLICY AND POSITION ON LEGISLATIVE ISSUES. WE THEN SHARE THE 
RESULTS OF OUR POLL WITH THE LEGISLATURE AND ADMINISTRATION. THERE 
IS NOT ENOUGH SPACE ON TIC ANNUAL POLL TO PLACE EVERY POSSIBLE ISSUE 
TO OUR MEMBERSHIP. THEREFORE, WE ALSO USE PREVIOUS YEARS BALLOT 
RESULTS AS GUIDANCE ON ISSUES.

ON THE 1906 STATE BALLOT THE MEMBERS OVERWHELMINGLY VOTED,
C96X) TO REDUCE STATE GOVERNMENT BEFORE INCREASING PRESENT TAXES OR 
IMPOSING NEW TAXES.

ALSO, IN 1990 THE MEMBERS VOTED CLEARLY TO REJECT, (SOX) THE 
REINSTATEMENT OF THE STATE PERSONAL INCOME TAX.

ADDITIONALLY, ATTACHED ARE THE RESULTS OF SEVERAL BALLOT 
QUESTIONS REGARDING GOVERNMENT COMPETITION.

NFIB/ALASKA OPPOSES MB 323 BECAUSE THE STATE BUDGET NEFDS TO EE 
CUT BEFORE IMPOSING NEW TAXES. IF YOU SINCERELY WANT TO CUT THE 
BUDGET THEN PROHIBIT OR REDUCE THE COMMERCIAL ACTIVITIES OPERATED BY 
STATE AND LOCAL AGENCIES. SMALL BUSINESSES IN ALASKA FACE 
COMPETITION FROM STATE AND LOCAL GOVERNMENT AGENCIES IN A WIDE 
VARIETY OF COMMERCIAL ACTIVITIES. THE MANY SMALL BUSINESSES FACINO 
GOVERNMENT COMPETITION ARE*



- PRINTING FIRMS
- GIFT S H O P S
- VIDEOTAPE OUTLETS
- DAY-CARE CENTERS
- SERVICE STATIONS
- LANDBCAPINO
- ROAD REPAIR AND MAINTENANCE
- LABORATORIES
- MEDICAL CARE PROVIDERS
- PHARMACIES
- ARCHITECTURE AND ENGINEERING FIRMS
- OFFICE FURNITURE
- AUTO BODY REPAIR
GETTING GOVERNMENT OUT OF BUSINESS WOULD GO A LONG WAY TO 

BRINGING THE SIZE AND COST OF STATE AND LOCAL GOVERNMENT DOWN TO 
REASONABLE AND AFFORDABLE LEVELS - WITHOUT RAISING TAXES OR IMPOSING 
NEW TAXES.

NFIB/ALASKA THANKS YOU FOR THE OPPORTUNITY TO COMMENT ON THIS 
LEGISLATION. IF YOU HAVE ANY OUEBTIONS I WOULD BE HAPPY TO TRY AND 
ANSWER THEM.

ATTACHMENT



Tho following la tho roault of tho I9BB NFIP/Alaaka ballot qupttlon regarding unfair competltioni
Should loglalatlon bo onactod to reatrlct tho commercial actlvltios of government ontltloa ao thoy aro not pormlttod to compoto with OMiatlng privato ontorprlaoa?
Yea 70X No 12% Undocidod 10%

Tho following la tho roault of tho 1990 NFID/Alaaka ballot quoatlon rogardlng govornmont compotltloni
Should loglalatlon bo paaaod that would roatrlct govornmont agonctoa from compoting with privato bualnoaa in Alaaka?
Yoa 03% No 6% UndocIdod 11%

Moro rocontIy, tho following la tho roault of tho 1991 NFID/Alaaka ballot quoatlon on thia laauoi
Should tho loglolaturo oatabllah a Privato Cntorprlao Proaervat 1 on Taak forco in ordor to atudy and rocommend loglalatl to limit competition with privato bualnoaa by atato and local government?
Yoa A7X No 23.1% Undocidod 9.9%



TO: MOUSE STATE AFFAIRS COMMITTEE

RE: A s o lu t i o n  fo r  rovonuo s t a b i l i z a t i o n  -  HD 525

Data: 3 /30/92 , ') *
From: Jnmoo E. tf if.hor', 633 H a r r i s  S t . ,  Juneau, Alaska

A fto r  l i s t e n i n g  tc /  tho ro co n t  S a tu r d a y ' s  (3/21) tostimon; 
budget c u t t i n g  o p t io n s ,  I was promptod t o  sugges t  us ing  HD 52 
revenue s t a b i l i z a t i o n .  1 propooa t h a t  HD 525 i s  e s s o n t i a l  fo r  
revenuos t h a t  provide c r i t i c a l  founda t ions  fo r  educa t ion ,  a 
and t r e a tm e n t .

However, I recommend adding a S ec t io n  I 1 f in d in g  to  HD 525, s t  
t h a t  enactment o f  a s t a t o  income ta x  would provide s t a b l e  rev 
fo r  such e s s e n t i a l  governmental a c t i o n s .  That f ind ing  could  
b a s i s  fo r  f u l l  fu turo  a p p r o p r i a t i o n s ,  and not i n d i c a t i v e  « 
a t tem p t  t o  d e d ic a t e  funding.

While p ro p o sa ls  fo r  u so r  foes  havo appea l ,  tho cos 
a d m in i s t r a t i o n  and an in c re a so  in buroaucracy  would probably  r  
both a t t r a c t i v e n e s s  of tho  o p t io n  and not  rovenuos.

Although o t h e r  noasures ,  ac r e a l i g n in g  Federal  spending fi 
focus on m i l i t a r y  appa ra tu s  t o  a focus on i n f r a s t r u c t u r e  and s 
s e r v i c e  needs,  a re  p o s s ib le ,  tho  s u b je c t  n a t t e r  of  HD 525 i s  w 
th e  imnodiate  scopo of t h e  r e s p o n s i b i l i t y  o f  t h i s  House.

As a r e s i d e n t  w ith  decades of fo o l in g  r e s p o n s ib le  fo r  tho comm 
o f  Alaska, I urge enactment o f  HD 525, o r  i t s  concopt in  
l e g i s l a t i o n .

•

Tho L e g i s l a t u r e  f in d s  t h a t  s t a b i l i t y  o f  rovonuo suppor t  for 
ed u c a t io n ,  s a f e t y  and t r o a t n o n t  s t r u c t u r e s  o f  Alaska cor 
a t t o n t i o n  t o  u n u t i l i z e d  rovonuo sourcos  a v a i l a b l e  t o  prosorv* 
thooo v i t a l  p u b l i c  s y s to a s  in accordance with c o n o t i t u t :  
mandates f o r  p r o t e c t i n g  tho  w e lfa ro  o f  a l l  Alaskans. Th 
reaso n ab le  rovonuo sourco f o r  underp inn ing  such v i t a l  s t r u c t u r  
tho  s t a t o  i s  tho  resourco commonly ro fo r ro d  t o  as tho " s t a t o  ir 
t a x . "  That tho  rovenuos f r o a  such incoao t a x ,  as  may bo ona< 
should  bo d i r e c t o d  in  t h o i r  o n t i r o t y  t o  provido  funding suppor 
th e  o d u c a t io n a l ,  s a f e ty  and t r o a t a o n t  sy o to a s  of  th e  r t a t o .

( I f  a b i l l  c a n ' t  be enac ted ,  cou ld  a roforondua r e s o lu t io n  pu' 
q u e s t io n  on tho  1992 genora l  o lo c t i o n  b a l l o t  to  proapt  debat* 
p o s s i b l e  consonsus?)
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Position P a p e r

H B  5 2 5  * Relating to the taxation of i n c o m e  a n d  to 

individual tax credits

Tho Alaska Municipal Loaguo supports tho concopt of HB 525 * Rotating to tho taxation of 
incomo and to individual tax credits. This bill would reinstituto tho statewide personal 
income tax and provido for a broadening of tho tax baso to support ossontial governmental 
services in Alaska. Prior to tho big 'oil boom* of tho mid-1970s, individual AJaskans and 
non residonts working in tho stato paid a personal incomo tax. Since tho statutory 
authority for that tax was ropoaied in 1975. legislation is nocessary to reestablish a 
personal incomo tax as ono way of onhandng revenue to the stoto govornmont. The 
Municipal Loaguo supports HB 525. which is intended to do this.

Tho Loaguo has supportod roenaclmont of income tax legislation sinco 1990 in recognition 
of tho nood to begin to roplace declining oil rovenuos and to roquiro thoso who work within 
tho stato but do not livo here to shore in supporting govornmont sorvtcos. whether they bo 
onhandng tho fishorios. protecting public safety, educating Alaska's children, providing 
health caro, or constructing docks, harbors, and roads. Tho 1992 Alaska Municipal League 
Policy Sratomcnt includes the following statomont: *Tho Loaguo supports legislation to 
roinstate tho stato incomo tax to allow for maximum capturo of rovonuo from non-rosident 
ompJoyoos working within Alaska* (Part 1.1.1).

Under tho provisions of HB 525, both rosidents and non rosidonls would be required to 
hdp support Alaska's stato govornmont by paying tax on incomo earned within Alaska 
This would provide additional rovonuo resources for tho stato treasury at a time when 
revenues from the oil industry (which has supported G5 percent of tho stato budget in 
recent years) aro declining

The Leaguo supports tho concept of HB 525

MQS2Spoa 330
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TO: HOUSE STATE AFFAIRS COMMITTEE

RE: A uolution f o r  revonuo s t a b i l i z a t i o n  -  HD 525

Date: 3 /30 /9 2 .  , 4* '} ^
From: Jamoo E. Kighur^ 633 H a r r i s  S t . ,  Juneau, Alaska

A f t e r  l i s t e n i n g  t q  tho  rocont  S a t u r d a y ' s  (3/21) tost imony, on 
budget c u t t i n g  o p t io n s ,  I was prompted to  sugges t  using HD 525 fo r  
revenue s t a b i l i z a t i o n .  I proposo t h a t  HD 525 ia  o s s e n t i a l  f o r  s t a t o  
revenues t h a t  provido c r i t i c a l  fo u n d a t io n s  fo r  education, safety and treatment.
However, I recommend adding a S e c t io n  I 1 f in d in g  to  HD 525, s t a t i n g  
t h a t  onactmont o f  a s t a t o  income ta x  would provido s t a b l e  revenues 
fo r  ouch e s s e n t i a l  governmental a c t i o n s .  That f ind ing  could  be a 
b a s i s  f o r  f u l l  f u tu re  a p p r o p r i a t i o n s ,  and not  i n d i c a t iv e  of  an 
a t tom pt  t o  d e d i c a t e  funding.

Hhilo p r o p o s a l s  f o r  u se r  f e e s  havo appoal ,  tho c o s t  of 
a d m i n i s t r a t i o n  and an incroano in  bu reaucracy  would probably rcduco 
both a t t r a c t i v e n e s s  of tho  o p t io n  and no t  revenues.

Although o t h e r  measures,  as  r e a l i g n i n g  Federal  spending from a 
focus on m i l i t a r y  ap p a ra tu s  t o  a focus  on i n f r a s t r u c t u r e  and s o c i a l  
s e r v i c e  needs ,  a r e  p o s s i b l e ,  tho s u b j e c t  n a t t o r  of HD 525 i s  w i th in  
tho  immediate scope of  th e  r e s p o n s i b i l i t y  of t h i s  House.

As a r o s i d e n t  w i th  decades of  f o o l in g  r e s p o n s ib le  fo r  tho community 
of  A laska ,  I urge onactmont of  HD 525, o r  i t s  concopt in  o th e r  
l e g i s l a t i o n .

•

Tho L e g i s l a t u r e  f in d s  t h a t  s t a b i l i t y  of rovonuo support  f o r  tho  
o d u c a t io n ,  s a f e t y  and t ro a tm o n t  s t r u c t u r e s  o f  Alaska compels 
a t t o n t i o n  t o  u n u t i l i z e d  revonuo sou rcos  a v a i l a b l e  t o  prosorvo tho  
th e se  v i t a l  p u b l i c  oyotoas  in  accordance with  c o n s t i t u t i o n a l  
mandates f o r  p r o t e c t i n g  tho  w e l f a r e  o f  a l l  Alaskans. That a 
re a s o n ab le  revonuo sourco fo r  u n d e r p a y i n g  such v i t a l  s t r u c t u r e s  of 
th e  s t a t o  i s  tho  rosourco  commonly r o f e r r e d  to  as  the  " s t a t e  incomo 
t a x . "  That t h e  rovenuos from such incomo t a x ,  as  may be onac tod ,  
should  bo d i r e c t o d  in  t h e i r  o n t i r o t y  t o  p rov ide  funding suppor t  fo r  
th e  o d u c a t io n a l ,  s a f e t y  and t r e a tm e n t  s y s t o s s  of the  s t a t e .

( I f  a b i l l  c a n ' t  be enac ted ,  could  a referendum r e s o lu t io n  pu t  tho 
q u e s t io n  on th e  1992 g en e ra l  e l e c t i o n  b a l l o t  t o  proapt  deba te  and 
p o s s i b l e  consensus?)



A p r i l  13, 1992

Labor and Conaerco Conalt too

Moshers: Hops. Choirr.an David F in k o la to ln ,  Vico-Cholrran  Pat
P a r n e l l ,  Ba t ty  Brucknan, Dove Donley, Ivan Ivan,  Robin T ay lo r ,  and 
J i »  Zavackl.

Dear Labor and Cosmorcc Coastttaa Kcr.berr.:

Pi cane do not  su p p o r t  Houoo B i l l s  523 and 325 which in c re a se  t a x e s  
a t  a tiro when A la s k a 's  oconory io  tanuoua a t  b e s t .  A ta x  of thaoo kinds w i l l  do noth ing  bu t  c ru sh  tho  f r a g i l e  recovery  of c u r r e n t  
b u s in e s s  owners ond c r e a t e  a d d i t i o n a l  d i s - l n c c n t i v o s  fo r  any new 
b u s in e s se s  c o n s id e r in g  Alaska os a p laco to  do b u s ln a s s .

Much noro can bo dono t o  roduco S ta to  Covornoont s l z o ,  v a s to ,  and 
c o r p c t i t l o n  w ith  tho p r i v o t e  s e c t o r  be fo ro  any new ta x e s  o ra  
ncodod.

Again, p l e a s e  do not  su p p o r t  Houoo B i l l s  523 and 525. 

S in co ro ly ,  *



March 18, 1992

Tho Honorable H i l l o  Koponen 
Alaska S t a t o  L e g i s l a tu r e  
S t a to  C a p i to l  B u i ld ing ,  Pm. 503 
Juneau, AK 99801

Dear R e p re s e n ta t iv e  Koponen:

I r e c e iv e d  your memorandum of  March 12, 1992, e x p re s s in g  your 
concerns  w ith  tho  s t a t u s  o f  f i s c a l  n o te s  on l e g i s l a t i o n  which you 
have in t ro d u ced  and which a f f e c t  tho  Department o f  Revenue.

In reg a rd  t o  IID 522 which d e a l s  w ith  a Real E s t a t e  Conveyance 
Tax, t h i s  b i l l  has not been schedu led  fo r  a h e a r in g .  HD 523, 
Business  License Tax, has been schedu led  f o r  a h ea r in g  in  Labor 4 
Commerce Committee and we have begun work on a f i s c a l  n o te .  HD
524, L imited Entry  Permit T ra n s f e r  Tax, i s  not  scheduled  fo r  a 
h e a r i n g .

The Department o f  Revenue has roviewed your proposed 
l e g i s l a t i o n  r e l a t i n g  t o  the  t a x a t i o n  of  p e r so n a l  Income, House D i l l
525. As would bo oxpocted in  l e g i s l a t i o n  d e a l in g  with t h i s  complex 
a r e a  of  law, the  im p l i c a t io n s  and meanings o f  th e  s e c t i o n s  o f  t h i s  
b i l l  a re  complex and i n t e r r e l a t e d .  Tho departm ent has determined 
t h a t  p r e p a r a t i o n  of a f i s c a l  no te  t a k in g  i n t o  account a l l  the  
p r o v i s io n s  o f  th e  proposed l e g i s l a t i o n  would r e q u i r o  approx im ate ly  
300 hours of  e f f o r t  t o  c a l c u l a t e  revonues and c o s t .  We a r e  simply 
not  in a p o s i t i o n  to  devote  s t a f f  e f f o r t  o f  t h i s  magnitude in a 
s h o r t  t ime p e r io d .

1 have a t t a c h e d  a f i s c a l  no te  fo r  l e g i s l a t i o n  d e a l in g  with  
p e rso n a l  income t a x  which t h e  l e g i s l a t u r e  co n s id e re d  in  1967 . When 
rev iewing  t h i s  m a te r i a l  i t  should  be remembered t h a t  th e  
l e g i s l a t i o n  as  well  as t h e  c u r r e n t  s t a t e  demographics a re  
s i g n i f i c a n t l y  d i f f e r e n t  as would be t h e  r e s u l t a n t  c a l c u l a t i o n s .  In 
1987, when t h e  l a s t  c a l c u l a t i o n  was done, t h e  c o s t  e s t im a te  t o  
o p e ra t e  th e  program by the  Department o f  Revenue was 51 ,345,000.  
Cost in  t o d a y ' s  d o l l a r s  would be approx im ate ly  $1 ,715 ,000 .  
Revenues t o  th o  s t a t e  would t o t a l  between $250 and $400 m i l l i o n .  
As your l e g i s l a t i o n  moves th rough  th e  p ro c e s s ,  t h e  Department o f  
Revenue w i l l  devo te  t ime t o  t h e  e f f o r t  o f  a r r i v i n g  a t  a f i s c a l  no te  
t h a t  te a so n ab ly  accommodates a l l  of  th e  b i l l ' s  p r o v i s i o n s .

M A N



I t  i s  my un d e rs tan d in g  t h a t  tho  e f f o r t  t o  deve lop  a f i s c a l  no te  
in  1987 re q u i ro d  approxim ate ly  s ix  months o f  Department of  Rovonuo 
s t a f f  t ime t o  proparo  tho  c o s t  and rovonuo a n a l y s i s .  Dasod on o>r 
c u r r a n t  s t a f f i n g ,  tho m a jo r i ty  o f  t h i s  t ime would now resu.’ t  in  
reducod a u d i t  o f f o r t s  and t h o r e f o r e  reduced rovenuos.  The e f f o r t  
in  1987 was reviewed by L e g i s l a t i v e  Finance D iv is io n  and a copy of  
t h e i r  A pr i l  21, 1987 a n a l y s i s  i s  a t t a c h e d .

1 a p o lo g is e  fo r  any m isunders tand ing  o f  our  e f f o r t s  t h o t  may 
have occu rred  and oncourago you to  c o n t a c t  t h i s  o f f i c e  when 
concerns a r i s e  in  tho f u t u r e .

cc: Max Model, C h i e f - o f - S t a f f , O f f ic e  o f  th e  Governor
Raul Fuhs, L e g i s l a t i v e  L ia iso n ,  O f f ic e  o f  th e  Governor
Larry £. Myers, D i r e c to r  Income 4 Excise  Audit D iv is io n
Rod Mourant, S p ec ia l  A s s i s t a n t  t o  th e  Commissioner
R e p re s e n ta t iv e  Davidson
R e p re s e n ta t iv e  F in k lo s t e in
R e p re s e n ta t iv e  Kubina
R e p re s e n ta t iv e  Mackio
House Finance Committee
Senate  F inance Committee

Enclosure

S in c e re ly ,

D arre l  J .  Roxwinkel 
Commissioner

DJR:rrm 
92-065



Aiaokft »t.t. capitoi A|aska State Legislature
Junoau, ak 9 9 8 0 i - i i e 2  R e p r e s e n t a t i v e  Ntilo K o p o n e n  
xxxxxxm w xxxxxxxx  llotiM, D^tiict 21

(907) 466*4992

M E M O R A N D U M

TO: Tamara Brandt Cook, D i re c to r
D iv i s io n  of  Legal S e rv ice s  
l e q i s l a t  ive A f f a i r s  ,

FROM: R e p re s e n ta t iv e  N i i l o

DATE: March 18, 1992

RE: F i s c a l  Notes

A ttached i s  a copy o r  th e  Inform at ion  s e n t  t o  no by Commissioner 
D esignate  Rexvlnkel in  response t o  ay re q u e s t  f o r  f i s c a l  n o te s  on 
House B i l l s  522, 523, 524 and 525. As you cou ld  guess ,  t h i s  
m a te r i a l  does  not  cone c l o s e  t o  s a t i s f y i n g  ny w ishes .  Does t h i s  
in fo rm a t io n  meet e i t h e r  the  l e t t e r  o r  th e  i n t e n t  o f  AS 24.08.035? 
What remedies  a r e  a v a i l a b l e  t o  ne in  ny q u e s t  f o r  r e l i a b l e  f i s c a l  
in fo rm at ion?

119 N Cushman. Suit* 207 
Fairbanks, Alaska 99701 

1907)4668172



R e p r e s e n t a t i v e  N i i l o  K o p o n e n

House District 21

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

Pouch V 
Juneau, Alaska 99611 

•907»465*4992

119 N. Cushman. Suite 207 
Fairbanks. Alaska 99701 

'90?i 456*6172

KEKORAMDUH
TO: R e p re s e n ta t iv e  Gene Kubina 

fROM: R e p r e s e n t a t i v e  H i i lo  Kopone

DATES A pri l  1, 1992

Tho Alaska p u b l i c  i s  becoming aware o f  th e  r e a l i t y  of th e  f i s c a l  
problem we have been d e a l in g  w ith .  While we s t i l l  g e t  P u b l ic  
Opinion Messages opposing any t a x e s ,  more and nore  people  a re  
becoming aware t h a t  our  budget c u t t i n g  has  in c re a s e d  lo c a l  t a x e s  
and th e  O u ts id e  f i s h in g  i n t e r e s t s ,  c o n s t r u c t i o n  companies and 
seasona l  workers p r o f i t  from Alaskan r e s o u r c e s ,  b u t  c o n t r i b u t e  11 t i e  t o  pay f o r  th e  s e r v i c e s  we p rov ide  f o r  them. If p u t  i n t o  
law, HD 525 — S t a t e  Income Tax on Personal  income — would g a th e r  
th e  long overdue monies from O u ts id e r s  u s in g  our  p u b l i c  p r o v i s io n s  
w ithout  paying t a x e s .

Prom 1984 t o  19(0, Alaska exper ienced  a 51% i n c r e a s e  in lo ca l  government t a x  rates as  a pe rcen tag e  of personal incore — from53.49 per 5100.0C1 of resident income t o  55.28 per 5100.00 -- due 
t o  reductions in s t a t e  support r e s u l t i n g  from budget cuts. Thus, 
Alaska jumped from 22nd in the nation in  lo c a l  government tax rates to 4th in state-by-state ranking. In 1990, property taxes constituted 86.1% of  all l o c a l  taxes, with s a l e s  taxes comprising 
22.7% and others (fish, personal property, etc.) making up the  remaining 1.2%. Clearly, property owners ar* be ing  asked t c  
shou lde r  an i n c r e a s in g l y  u n f a i r  p o r t i o n  of tn c  s ta te w id e  tax  burden.
Pub l ic  suppor t  r.as surfaces ever, in Ancnorage d u r in g  the p u b l ic  budget hearings. The t ime has come to take a stand. 2 understand, however, that vnen members co-sponsor a bill one by one they become subject to unreasoning attack. For thia reason Z an not taking you to eo-eponscr the bill by yourself. Let circulate a single co- sponsor petition for all interested members to sign. The list will not be given to the clerk until ell possible signatures have been obtained. Those vno sign an support will constitute the strategy group which will determine when the co-sponsor list goes in. what strategy will be pursued, etc. Please take a moment to review end sign th e  attached petition.
Tor your information. 1 have enclosed: sponsor statement, bill, back-up including "snow bird" article from U.S. Hews.
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Position P a p e r  

H B  5 2 5  - Relating to the taxation of i n c o m e  a n d  to 

individual tax credits

Th« Alaska Municipal Loaguo support* tho concopl ot H9 £25 • Rotating to tho taxation of 
incomo and to Mtvtduai tax ctttMi This M would rointjtuta tha statewide personal incomo tax and provide for a broadening of tho tax base to support essential govornmontal services In Alaska Prior to tho b»g 'oJ boom* of tho m»d i970i. mdnnduai Alaskans and non residents working In tho stato pad a personal incomo la* Since tho statutory authority lor that tax was repealed in 1975. leg*iauon is necessary lo reettab&sh a personal incomo tax as ono way of enhancing rovonuo to tho stato government Tho Munctpal league supports HB £25. which is Wended to do this.
Tho loaguo has supported reenactment of income iax fegtsladon since 1930 in recognition of tho need to begn lo replace decfinmg o>n revenues and to regure those who work w«hn tho state but do not Ive hero to sharo in supporting government services. whether they bo enhancing the fisheries. protect mg pub«c satoty. educating Alaska* children, proving rea"h care, or constructing docks, harbors, and roads The »PWA’«*4 MuftC’pjf league Pd’-cy Sscemenr includes the totow-̂g statement 'The league supports leg***! <on to te estate the state income tax to aid* *or maximum capture of revenue bom nonrei<oent cmpuyeae working wi«hn Alaska* (Pan 1.11)
unoer tne provtoona o t *9 £25., oocn residents and non-festoon's wowi so resulted to 
M  o supper; Alaska s state government ay payng tat on income earned w'thn Alaska Th* woutt p-cmde aootomai revenue resources tor the state treasury *t a tme wren revenues bom tne of industry (when **a» supported ft£ percent ct She ttate budget *n 
"♦cent yean) a #  cecamng

The league supports the concept ot h9 £25

C t h v H i i . ' K w U )

u^ee* or w# ««a>ewo ;eoo^e or c <re ragooner Arax mon or Ceumwr



P u b l i c :  T a x  o k a y  f o r  m o r e  e f f i c i e n t  g o v e r n m e n t

I l l  IH IV A l l  XA M lIM  
Ol Ibe Slxr Mill 

I n  ut. rk M ,» «  one of ihc 
(Mniil'Rf mcnaget ('»<" ■»» 
Ihtllkl IS kfitlalotl M ihc 
«kkf4lioo*t weood pobbc hrai- 
W| uf Ihc wttwn, bchl Sn«lih| 
4( ihc Chw|ul Seioot Ccmci 
llu! ihc pka *4% q e t M  »rh 
4 mrtuir ol JcmwMini ihc 
imetnmtnl.

"Hick |H|i ojnl io Int hifh 
on ihc ho* Inn they don*i ooni 
io pif Im »i." ctplaincd ted 
(katom "So I tcjllr «4M lo 
twffrtl btm§ hMl ihc ttoic 
income 14* "

••1*11 don’t mind paying 
lim." vt>J Realtor Shjioo 
Mmwh. "but ci*y me i  (0»C<n- 
mM I <nn allotd/* 

lull Wmr*l(U *Jvo vimJ he
COUU WfpMI 4 U4IC worn u». 
Im mat klMC Ihc PWUIWM ti 
IM mote HI'kninV Hf noted 
i Km 10 patent of ihc tl4ic*i 
population nutli fat the U4lr 
(oiftMmt lo omhi tiairi. H

pcitcnl of Ihc pojmlalion tic 
U4ic tmpkwo, he uid.

Il”% lime lot ui io0411 |M|iHf 
umtc Sind of I4« again. vj«I lull 
I one, llnoem. he wU lie 
ptcfrit 4 ti4ic 14 In 14*. 4i mmi
tlaiet lair ihem to inuinit 
litldr nntke Ihcm and iher l4i 
all <«|u4llr. he (umwiMCil Ifihai 
■tte utcd. netnwio well 41 
food kctoi ihould be rtcmpt 

I i»«‘i wncXM Nought I Ik 
attenl of hlrt Mi'kt

l.<JiK4tmn nwn alto wnvpnl 
4 ft<41 d<4l ol Ihc meelmc. 
Ngommg «rth Kkl UtwnfkM ft 
cndottcmcni of ihc II.) million 
kgnUlnc ficot irqucil lo hooi 
up < hwgal I kmcnlai? School 
lo ihc Ultima Watte line 
lltumlkhl «4i not 4lonc in lui 
comet nt oNm ibe «'4i<t ipuior 
ai ihr vcbuol

I'lA immN* IM*k (hu 
«ndri omlmcd ihc tapirmr ol 
o(im Irnlwi lo 4nd uo< the 
Mhwl Ngon nwn htlkil ooict 
Int ilnnlnf Knot Ikfutimrm 
ol I nmiMOMil Comcnolhia

irui Indicate ihc Inch niltolft in 
I lie mImmiI'i njin m a y  Ik 4 
ictub ol 4 |<t<niuiC|i4ilNiil Iiimii 
ihc iMirtuil demand on llK 
windy. '*K lohl kgitLuou Sug 
K *u Him lut cuttcitlng I Ik pcob 
km. liuni l»th 1)1 <” 4ixl dale 
liplinlofitl lint Mumct. unlink 
intiallaima ol 4 Luce nntci 
holding uni. Iioul up lo nthci
h i g h  p o M m c .  u m m i U m i i u l c d  

•tilt loch 41 ilal 41 ihc Vcmot 
(.Volet, and upgiadc ol ihr 
whoul‘1 on die Kptk lyurm 
lliMcm, ihc I'lA 041 nut hoc 
ihoc o«*c eond lone h<M* 
tiont tulhcdiuiling oalei ptub 
km. U k  !4mI
C anKijucnil). the I’lA nuik

IlMlf ICVdwlNHIl 41 4 luflt
mniiof. (hiumki m l  Ibe* 
o « < e  l l a l  l i r e  o j i c t  l y u c m  j I  i b e  

Htwnd ihould mo he uiol uni.I
n **4i ikinMiwil n o4i ale;
I lot Hwtchtikil o4lct a«.l*op» 
k  nude a»a»lal<4< lo muur 
m m  lo all oho o jntcil H. ilot 
the nhh4 JioLI W  U*4ul up

io 4 r<md publk o4ic« i)iicm. 
inclet4blf iIk likluiiu Walei 
I ok. 4nd llul llK cmime «|HK 
tplmi Ik located, dug up and
"'ouui.ki alio addt cited nthti
rdiHamm muei. including ati- 
me Uk .kkfaikHi’i whom of 
imtraiol loumlalion fotmula 
luuding IIk dtmkl oill Ik in 
ical dilfkulir if ihc VU.OUO pet 
iLmluum lotf H not landed, ihc 
awl While Ihc letiUaluic’i 
afemLi n lo I educe tpcoding. 
man) peufdc oould be oilling lo 
pa) mote lain lowppntl cduca 
lioa. Uk continued.Linda I andcu a i le d  Ihc 
k fiU iiM i io  continue in la ic  
cducalion at I hen numbd one 
ptm til) ( hw p il l.km cn iat) 
|«HCi|ul Mai) CaMaiuch. 4)did 
l>iu.mdct. alut ip o le  in ihc 
k b n 4 ' t  o u i c i o o U c d  c o h J i i k h i i  

jimI dim ling oalet ptubkmt
Al'oul W pcn|dc ailrmkil |!k

iixiMif. jimI apfttoimoKl) loll 
o| |)nm lolilkd on umum
l«wi\

a i  t u  t  a . rA G u ; * n  t  *  s t a * xtstth i k  m i
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March 90, 1992

Position P a p e r  

H B  5 2 5  • Relating to the taxation of i n c o m e  a n d  to 

individual tax credits

Tho Alaska Municipal Loaguo supports tho cone opt of HB 525 • Relating to tho taxation ot incomo and to individual tax Croats This b«S would reinslituto tho statewido personal incomo tax and provido for a broadening of tho tax base lo support ossontial governmental services In Alaska Prior lo tho otg *oJ boom* of tho mid* 1970s. individual Alaskans and non residents working in tho stato paid a personal incomo tax. Since tho statutory authority lor that tax w as repealed in 1975. legislation is necessary lo reestablish a personal incomo tax as ono way of enhancing rovonuo lo tho stato govornmont. Tho Municipal Loaguo supports HB 52S. which is intended to do this.
Tho Loaguo has supported reenactment of incomo tax legislation since 1990 h recognition of the need to begin to reptaco doebnmg ofl rovenuos and to require those who work within tho state but do not Bvo hors to share in supporting government services, whether they be enhancing tho fisheries, protecting public safety, educating Alaska's children, providing hea/th caro. or constructing docks, harbors, and roads. Tho 1992 Alaska M unicipal Loaguo 
P olicy Statomont includes tho folowing statement Tho Loaguo supports legislation to reinstate tho stato incomo tax to alow for maximum capturo of rovonuo from non-rosidont employees working within Alaska* (Pad I. LI).
Under tho provisions of HB S2S. both rcsidoms and non rosidonts would bo required lo help suppod Alaska's stato govornmont by paying tax on incomo earned w.lNn Alaska This wotM provido add.tonal rovonuo resources for tho state treasury at a t me when revenues from tho ol industry (wtxh has supported 65 percent ot tho stato budget in recent years) are deeming
Tho Loaguo supports tho concept of HB 525

A L A S K A  

M U N I C I P A L  

L E A G U E

Mxntw o» NoaonoHooouo o« Caw ono »w Koooro AnocxShyt or CotrAoi



Pouch V 
Juneau , Alnska 99811 

(907) 465-4992

Alaska State Legislature
R e p r e s e n t a t i v e  N i i l o  K o p o n e n

Houso District 21 119 N. Cushman, Suite 207
Fairbanks, Alaska 99701

(907)4568172

SPONSOR STATEMENT
Houbo Dill 525

"An Act relating to the taxation of incono and to individual tax credits; And providing for an effective dato."

Froa 1984 to 1990, Alaska experienced a 511 increase in local government tax rates as a percentage of personal incoae -- froa93.49 por $100.00 of resident incoae to $5.28 per $100.00 — due to reductions in state support resulting froa budget cuts. Thus, Alaska juaped froa 22nd to 4th in the nation in local govornaont tax rates. In 1990, property taxes constituted 86.1% of all local taxes, with sales taxes coaprising 12.71 and others (fish, personal property, etc.) Baking up the reaaining 1.21. Clearly, property ownors aro shouldering an increasingly unfair portion of the statowido tax burdon.
At the SABO tiae, Outside fishing lntorosts, oilfield service flras, construction coapanies and seasonal workers continue to profit fron extraction of Alaskan resources. Thoy share in Alaska's bounty and bonofit froa Alaskan infrastructure, but contribute little  or nothing toward the sorvices wo provido for thoa. Soao ovon collect Permanent Fund Dividends.
whether or not tho Alaska Legislature roduces tho stato operating budget for the coning fiscal year, Alaskans face the continuing dileaca resulting froa declining oil revenues coupled with stable or increasing deaands for governaent services. We aust consider now seasures to accrue revenue to tho state, including taxes. Taxes should bo sicple, fair, stable froa year to year and inexpensive to adainister. It is desirable to lnpleaont an array of broad-based taxos set at low rates rathor than to unduly burdon any particular class of taxpayers.
MB 525 reiaploaonta a statewide personal incoae tax, eliainated earlier in what is now widoly recognized as t serious error. It does not solve all our revenue woes, but it does soften the fall and will surely bring averago Alaskans aoro activoly into annual budget discussions. This bill also includes the so-called "snowbird" or "Tax Tex" relief aeasuro, which allows dollar-for- dollar credit for local and aunicipal taxes paid within tho stato. Finally, non-residonts will begin to pay for the privilege of aaking coney in Alaska and taking it all away.



H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  
R e p r e s e n t a t i v e  G e n e  K u b i n a ,  C h a i r

D A T E : A p r i l  1 3 , 1992 P L A C E : C a p i t o l  R ooa  102

S U B J E C T  O F  MEETING:

liH  3 2 5  -  R e la t i o n  t o  S t a t e  In c o a e  T a x  o n  
I 'c r n o n a l  In c o a e
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H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  
R e p r e s e n t a t i v e  G e n e  K u b i n a ,  C h a i r

D A T E : PLACE:

S U B J E C T  O F  MEETING:

DO  YOU WANT WHAT SUBJECT/
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H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  
R e p r e s e n t a t i v e  G e n e  K u b i n a ,  C h a i r

D A T E : March iO, 1992
L

P L A C E : Capitol Kooa 102

S U B J E C T  O F  MEETING:

•HB 525 - Relating to State Incoae Tax on Personal Incoae•HB 562 - Relating to Establishing Coon. College Syn.SB 337 - kelatlng to Retlrenent Incentive PrograaHB 528 - Relating to Public Works Contr/Wage Incr.
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H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  
R e p r e s e n t a t i v e  G e n e  K u b i n a ,  C h a i r

D A T E : April 10. 1992 PLACE: Capitol Rooa 102

S U B J E C T  O F  MEETING:

IIB 525 - Ro Int inn to State Income Tax on Peraonal Income
HB 526 - Relating to Contractora and Local 
 tMhllfcjtofca----------------------
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CITY O F  F A I R B A N K S
Office o f dity Mayor 
•110 CUSHMAN STREET 

FAIRBANKS. ALASKA 997014883 
9O74f»90772

April 10, 1992 %

ATho Honorable Eugene Kubina House of Representative Stato of Alaska P. O. Box V Juneau, AK 99811
Dear Representative Kubina:

I an in receipt of your lotter of April 2, 1992 andapologize for ay delay in responding and any inconvenience this delay say have caunod. Tho reason for ay delay is both personal and professional. 1 have had life-threatening illnesses in ey faaily which havo prevented an earlier response as well as critical city business which has required ay iaaediato attention.
You have asked ay opinion and input on HD 52S - relatingto State Zncoee Tax on Personal Incoae. Z have aixed feelings regarding this issue because: 1) Z have observed over a period offive years that the State has Increasingly raised fees and workforce while tho City has steadily decreased our workforce and sorvicos, jeopardizing the health, wealth, and welfaro of our citizens: and 2) Z feel that a state incoae tax on incoae would be beneficial if, and only i f . the state were to allocate a certain percentage of those revenues to tho nunlcipalit loo and/or boroughs who are in such desperate need.
I do not advocate nor support an overvhelaing tax burdenplaced on any individual with too aany bureaucratic hands reaching into the pocket of the average incoee citizen, taking without any return to that individual. Khile I could and would support an Incoee tax which is reasonable and would be shared locally, 1 could not and will not support an incoee tax that puts an undue financial burden on the individual) placing sore eonles in the State coffers, while looal services decline, because of lack of funding, threatening the safety, health and welfare of every ean, woean and child.



I do bolieve the HB 525 has merit but only with the ■uricipelity sharing that incoae on a por capita basis. It is tine that tho State recognizes that in this tine of econoalc crisis, we nood to share the financial burden and do what in expedient and in the bent interests of the public as a whole.
Again, I regret ay inability at this tlao to tostify to this aatter and would request that if this subject cones up at another tiae or if I can provide further inforaation, please feel free to contact ao.
With kindest regards, I aa

Sincerely,CITY OF FAIRBANKS

Wayne S. Nelson 
Mayor

xc: Fairbanks City Council



Wcrineaday, March 2ft, 1092, 'Hie Anchorage Time* H5

OPINION

W ithout income tax, Alaskans must face the Year of the Big Knife
An i-iiduwrd bureaucracy 11 u h.ul 

aka l lu l* a I I k u y w i  wlwh(lew Wal­
ler lU k i I imhI A Ium  kfcwlnliin atfirr II 
P iw u  i h  Ihry wm t u «  Ih r ruininni a f 
(hr IVmunmt Fund In |w> U* l l v d v t  
mImi i f  »l. l r  p*v fn rm n l Alt individual 
Hauik' li lt  Will (MM', lull 1*4 IK *  )M f
Thi* h ih r >ntr o f Ihe IhK KiutrHut ifa-uil mean ll* iiiumtfKMlrd nmine« of llip IVtnutM itl Fund wont l*> iMd al Mimr point II mean* that »hrti Ihry air im«I. 4 titll tv far Rtptil 
pnyrtU ilul proiwir an nunanuc Iwarf or whach 4U1 will >cnr many futivr pm* 
m u m

Thr wmVncM in farmer (Jw  Sieve 
I ' lfu p r*  ifliftulem mduwinrnt w* llw l 
tl »li**tU«l money hum IVrmanml Fund 
ratnunp lo  a special fond, which iw h  
)ru i w«4ikl (u> (he 15* cu>( o f cslu 
cu lm  t h  nhmaiwn l*utvw*nxy would 
hr amoimJ a lud i Irw l i f  funding with* 
uul inch )m r U> Ihe pmple uf
ALaska ihnatrh th ru r itU iJ  d h u k  

S i. wv are lawk In ih r mdntduol in* 
(Mnr Ln . wluch « »  « U » h n l a doom 
p a n  v** w lim  the hail mrer mm* 
ey IIm i i4 m u l tl

S e iv  M ru r llu»l llw* h  #IiU ih r cam 
TUrti h  im Iisc p u h  I9 Alaskan* In nut 
• U r l l a  M aW irU i Krp NnluKufUirfl, 
D  b i f lu n V i . Him d l i K ln l  no mtpon* 
M I  III hi* I I I I  &2&. which would rrtfl
lU r a i i  Mkunr la t

S ew  k l lm  t t ih u lr  a wdbngnrws lo  
p i r  wp d |«u*1 u*i o f ih rtr IV rm anm l

; is * * *

L e w  M .  W i l l i a m s  J r .

Fund dcvtdmd to fund * prtvrnm Under 
I I I I  U S  Utal to automatic Koponen* hill 
would a u r u  a fla l U i  o f i9 6 0  on *11 
w-apw above kW/JOO * >««r tlhe dmdmd 
was lM.ll Lu l year 1 pltw S 7 pm ru t on 
additional wage* o l»w  ilOjOOO (Ikfaw  
tU A X I l)« im  role I* 3 2  pcrrm i c f in*

Uul k f  iU l i t r  and adm inistrative ■Ha Ml m lhan Ii n hoi I im Mb
In fund programs with new U u n  or Ihe 
lYvmonmt Fbnd. drwpOr urging by Ih a  
(uhmvutl

Thai tndiculca Alaskan* want marc 
n i l*  tn Ihe cotl o f f o m n m rn l .  O r. 
AU tluuu U le i v  M in n m m l Im >Ic«i . 
slortwig with (k ir Ih O iM R t lf ird itM *  
M n lu n . h a ir laeti c to **  wolf about thr 
critical status <4 stair hnancew

lin e  u  why il to an ter or Th r p m t

nor hot png* wed it in.iintin.iocr fair! 15* 
crating bulget far Itowl U I I which legm* 
July I, 19921 «f $'248 nuileei iukI a cu|*- 
lal oeu lnK tre i l u l p l  cf 1-1*1 nulleei II 
to prrpecUd that the aneetnl o f revenue 
will le* «kV> tnilleei low llinn nmktJ In 
fund thner Uelgr I •

Are we pang In k*?  N< I exactly. will* 
$13 hdhnn in iFv IYrtn.»nrnl Fund, with 
up In $3 tallmn in b ic i im  and luck Ia i 
ra  receivable and wilh Ih r  M a lr*  I f  
■ounce riche*

To pay f a  f k i i l  W . including cmmng 
thr HHft million drfint. thr lawmaker* 
( 4 * Ihry whoappropriate ih r money, rvt 
thr gpirmnr) can « e  Ihe $1 IS million 
le fl in Ih r  K a i lM l Fnergy Fund. Ihe 
$110 irnlhnn in Ih r S tm cr and Tt^htwlc* sy Fund, thr $100 n l i a t  fat Ih r A fa fa  
Flouting Finance Corporation and llie  
$400 million in Ih r budgri rw c n r  ac­
count

Timer cur a ll cue I« m twettcw M u i 
h*fprn» tn H I and b rynd ’ The Must»<n 
M « W i  leemter

• The unappnpruioJ n«rn« ut Ih r 
IVrmanml Fund M riw tp w m rU  (sur­
plus oflcr paysngdntknd* and wdlilssi 
pm fiig ) to only $709 m lUet after wcu 
mulaling far f a r  |« m  l l u t *  equal In 
Ihe de fk il fa r one )r*» in Ihe cu rirn l 
leoSprl. which to Itau i in  temply m.u»» 
taming wntcv In e k

• K ruttla ling Ihr tndnalual Incuntr 
U t  would bring N ceily A2&0 ntilfars* 
$40(1 msIUn m |iu r , Ih r Ifam tm m i uf

F E C T I V E

K E T C H I K A N

llriT tiuc ho* (old Krp Koponen. Thai 
would custr no more than half thr antki* 
paled drtint.

In comlaning Ih r opmaom o f GO left*- 
Idlict, Ih r pAvmor and (hn r staffs, thi* 
t* (lie  J iu o u t  fang-rangc plan for the 
a ld lr

111C *ul Ih r toote uprtntirq; budgrt.
12* Coidfbl Ih r atpiUl budgri,
(3 i (Im cta le mam fnvnue by cticuur 

agtng imer twwing dnefapmcn l and re- 
uelaling thr inctenr bn  a l a future dale 

I V  toale cprrging budgto mO tv  cut 
I ?  a l ktarf $3Dn mdlwet I Km jw r  (far f a  
col V J l artolhrr $200 million neat year 
and mure Ih r  yewr fallowing unu l (h r  
pAitnnwnl curfa reach a pant that ihe 
Mcunr U« and pnpnetod in m u c t ewer 
eprraling cuto.

A |4an <*t0 hr dnwad lo  tleer IVrma- 
i* <4 Futd earning*, after dtitdcnd*. lo  
cm rr a portion U ih r  cap iU l budgri

llhvidenda will be taken through live in- 
none lax)

The capita) budge* will no longer le  a 
free gnth Iwg Support to liuilding far llto 
governor a idea (0 require local govern­
ment* lo tharr in llte cmi a f capital pro­
ject* rvqurwted bv cnmmuruttr* And Ihc 
commurulia* will be required lo  pay far 
oprratinn and maintenance

In the mcanUmc. the administration 
will aggrcwMVply seek lo collect Ihc out* 
■landing balance in dupuled oil ruyulty 
bu r*  When cnllected. much of Ihe mon­
ey aulomalknlly ooe* into l i v  Uidgrt re- 
•enr* account where it take* a three* 
fourth* t t fc  to remove iL Same guu* into 
U v general fund but, in any event, it to 
onetime money.

We undm iaad that the gnvTmnr will 
propow Icgulabon yet t)u* Kwaon which 
will encounage development e f •mailer « l 
rewrvc* in the Mate to help offset the 
•hnnkxng production from IVudbrv (by.

The administration and the Legisla­
ture will continue to push to open the 
Arctic National W'lldlife Refuge to od ex* 
plorstian

It will be a few yewr* before p u  and 
more o il production a re  on lin e , so 
Abtokam can be oaturtd that mare bud*

BcuU we coming So u  the income bu. 
nctthttycwr.

!#■ to itoiurw Jt • Harm poMtovc ct re  
MtoWi’ (W4 ftw* Mr cctow oesri eivy


