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ACTI ON NARRATI VE

TAPE 03-11, SIDE A
Number 0001

CHAIR CARL MORGAN called the House Conmmunity and Regional
Affairs Standing Conmttee neeting to order at 8:20 a.m
Representatives Mrgan, WlIlf, Kott, Anderson, and Sanuels were
present at the <call to order. Representatives Cissna and
Kookesh arrived as the neeting was in progress.

HB 194- REG ONAL DEVELOPMENT ORG TAX CREDI T

CHAI R MORGAN announced that the only order of business would be
HOUSE BILL NO 194, "An Act creating a tax credit under the
Alaska Net Income Tax Act for contributions to regional
devel opnent organi zations; and providing for an effective date."

Number 0107

REPRESENTATI VE ANDERSON, speaking as the sponsor of HB 194,
began by saying that HB 194 is about being pro business. He
informed the conmttee that there are 18 Al aska Regional
Devel opnent Organi zations (ARDOR), of which the largest is the
Anchorage Econom c¢ Devel opnent Council (AEDC). This |egislation
enhances the desire to contribute to ARDORs by giving a tax
credit to corporations that do so. However, the established tax
credit Iimt of $150,000 is maintained and thus the budget isn't
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directly inpacted under the $150,000 tax credit cap.
Representative Anderson directed attention to page 3 of HB 194
which illustrates other tax credits that can be given when
corporations give to certain entities and HB 194 nerely adds
[ ARDORs] to the list.

REPRESENTATI VE ANDERSON pointed out that the conmttee packet
should include a zero fiscal note from the Departnent of

Community & Econom c Devel opnent (DCED). He noted that the
Departnent of Revenue hasn't provided a fiscal note yet. He
reviewed various entities that wll be positively inpacted,
including the Minicipality of Anchorage, Providence [Hospital],
Copper Vall ey Economc Devel opnent Counci |, and Chugach
El ectric. There is a diverse range of entities that wll
benefit from HB 194. This |egislation induces businesses to

contribute [to ARDORs] and encourage the growth of ARDORs, which
is a catalyst into regional econonm c devel opnent.

REPRESENTATI VE SAMUELS inquired as to what entities can utilize
[this tax credit].

Number 0535

MARK GRABER, Audit Manager Goup 1, Tax Division, Departnent of
Revenue, said that he doesn't have a conplete list. However, he
identified the education credit and the mning exploration
credits as probably the two |argest credits.

REPRESENTATI VE KOTT inquired as to how nuch revenue the state
| oses in taxes by virtue of the tax credit provided in statute.

MR. GRABER said that he <could provide that answer after
reviewi ng the [Departnent of Revenue's] annual report. However,
he identified the nost significant tax credit as the education
credit. In response to Chair Mrgan, M. Gaber infornmed the
commttee that the departnent did prepare a fiscal note late
Friday and it was a zero fiscal note. However, the analysis
guestioned what a regional developnent organization is the
departnment was interested in being precise with regard to who
the credit would go to. After hearing the earlier statenments
t oday, M. Graber surmised that a regional devel opnent
organi zation is a fairly specific termof art.

REPRESENTATI VE ANDERSON expl ai ned that the |egislation [creates]

a tax credit for contributions to regional devel opnent
organi zati ons.
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MR. GRABER expl ained that when he first reviewed the
| egislation, he didn't wunderstand who would qualify for the

credit. However, the opening remarks seem to indicate that
[ARDORs] are a sort of sanctioned organization and thus the
departnment wi Il know which organi zati ons these are.

REPRESENTATI VE ANDERSON specified that it would be a statutory
busi ness, a corporate business, or partnership.

MR. GRABER inquired as to how the departnent would determ ne
which entities would qualify for this tax credit.

Number 0860

M TCH BRAVO, Lobbyist for the Anchorage Econom c Devel opnent
Corporation, pointed out that there are 13 ARDORs recogni zed by
the DCED and those organizations are organized under Al aska
St atute. However, the Departnent of Revenue has no reason to
know t hat these organi zations are organi zed as [ ARDORs] .

MR. GRABER asked if it would be appropriate to specify that in
statute as a qualification for the tax credit, which is done
wi th sonme other credits.

Number 0972

REPRESENTATI VE CI SSNA related her assunption that this would
apply to a broader group than just the ARDORs and suggested
[ changi ng the | anguage] to do so.

REPRESENTATI VE ANDERSON referred to Section 7 which specifies
the definition of "regional devel opnent organization" as found
in AS 44.33.895. He then referred to the second paragraph of
the sponsor statenent, which in part says "The definition used

in HB 194 for ‘'regional devel opnent organization' is from
statutory |anguage used to define an Al aska Regi onal Devel opnment
Organi zation (ARDOR)." Therefore, this would only apply to the

13 ARDOCRs. He noted that he was nervous with the notion of
[ broadeni ng the | egislation] too nuch.

MR. GRABER renmarked that if there is legislative intent on the
record, then [the applicable entities could be identified] in
regul ati on.

REPRESENTATI VE ClI SSNA asked whether it would be outside the
boundaries of the sponsor's thoughts to broaden the |egislation
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a bit so that other groups conformng wth the definition can
[utilize this tax credit].

REPRESENTATI VE ANDERSON commented that would be a great idea in
anot her piece of |egislation. Representati ve Anderson said he
didn't know the fiscal inplications were the legislation to be
expanded.

Nunber 1287

TIM ROGERS, Legislative Program Coordinator, Minicipality of
Anchorage, testified in support of HB 194. He noted that the
commttee packet should include a letter of support for HB 194
fromthe Miunicipality of Anchorage's Myor, Mayor CGeorge Wierch

M. Rogers informed the commttee that the Anchorage Econom c
Devel opnent Corporation has been a key tool for economc

devel opment within Anchorage. This |egislation would provide
another tool to that organization in its mssion to provide
resources to existing businesses as well as attract new
busi nesses into Anchorage. In conclusion, he urged the passage

of HB 194 fromconmm ttee.
Number 1360

EDWARD LAMB, CEO Al aska Regional Hospital; Board Menber,
Anchor age Econom c Devel opnent Corporation, testified in support
of HB 194. Econom ¢ devel opnent is critical for the future of
Alaska and anything that would encourage businesses to
contribute to these ARDORs woul d be hel pful, he said.

Nunber 1431

LARRY  CRAWORD, Pr esi dent, Anchorage Economic Devel opnent
Corporation, highlighted that there are two caps. One cap is
the $150,000 cap and the other is the $10,000 cap for this type
of tax credit. He encouraged the commttee pass HB 194 from
committee. He characterized this legislation as bringing the
private sector closer to econom c devel opnent, which he viewed
as positive.

CHAI R MORGAN, upon determining no one else wished to testify,
cl osed public testinony.

Number 1554

REPRESENTATI VE KOIT requested that M. Gaber forward the
information he requested earlier to his office.
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REPRESENTATI VE ANDERSON pointed out that HB 194 has referrals to
the House Labor and Commerce Standing Conmittee and the House
Finance Committee. He assured conmmttee nenbers that any
commerce issues would be addressed in the House Labor and
Comrerce Standing Commttee, which he chairs.

REPRESENTATI VE KOTT requested that M. Gaber explain how he
arrived at a zero fiscal note. He surmsed that M. G aber was
basing the fiscal note on the nunber of entities that currently
have a tax incentive w thout considering that other entities
m ght conme on board to specifically contribute to ARDORs.

MR. GRABER said that it's difficult for the Departnent of
Revenue to know which entities not already taking advantage of
this credit would do so. M. Gaber explained, "W were | ooking

at it from the standpoint that you still have that $150,000 cap
and to the extent a corporation or a taxpayer is going to
continue with the sane level of contributions, it will just be a
reclassification of one contribution to the other.” He related

that the departnent would probably recognize that [this tax
credit] would stinulate additional contributions, although he
didn't know of any way to neasure it.

REPRESENTATI VE KOTT noted his agreenent and confidence that [HB
194] will stinulate additional contributions.

REPRESENTATI VE ANDERSON explained that the assunption is that
some of the conpanies that currently give up to the $150, 000 cap
woul d continue to do so, although sonme may take $10,000 and give
it to an ARDOR rather than another entity. Therefore, the
fiscal note would be zero due to the transfer.

Nunber 1773

REPRESENTATI VE KOTT noved to report HB 194 out of commttee with
i ndi vidual recommendati ons and the acconpanying zero fiscal note
and forthcomng fiscal note [from the Departnent of Revenue].
There being no objection, HB 194 was reported from the House
Community and Regional Affairs Standing Committee.

ADJ QURNVENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Conmmttee neeting was
adj ourned at 8:45 p. m
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