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ACTI ON NARRATI VE
8:04: 20 AM

CO CHAI R CATHY ENGSTROM MUNQZ called the House Comunity and
Regional Affairs Standing Committee neeting to order at 8:04
a.m Representatives Minoz, Herron, Keller, and Gardner were
present at the call to order. Representatives MIllet and C ssna
arrived as the neeting was in progress. Also in attendance was
Represent ati ve Johansen.

SB 3- CFEC AS | NFORVATI ON RESOURCE

8: 04: 33 AM

CO CHAIR MUNQZ announced that the first order of business would
be SENATE BILL NO. 3, "An Act authorizing an Al aska regional
devel opment organi zation to use the Al aska Commercial Fisheries
Entry Comm ssion as an informational resource.”

8:05: 04 AM

TIM BEN NTENDI, Staff, Senator Donny O son, Alaska State
Legi sl ature, speaking on behalf of the sponsor, explained that
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SB 3 would benefit t he state’s econoni ¢ devel opnent

or gani zati ons, Al aska Regi onal Devel opnent Or gani zat i ons
(ARDORs), by sinmply allowing them to obtain public information
from the Commercial Fisheries Entry Conm ssion (CFEC). The

intent of SB 3 is to sinply provide CFEC available public
informati on without charge. Under AS 16.05.815, no confidentia
i nformati on would be nade available. M. Benintendi highlighted
that the information would be of special benefit to the eight
ARDCRs for which comrercial fishery activities are a significant
portion of their econony. Furthernore, the information would
hel p these eight ARDORs anticipate regional economc trends and
devel opnent opportunities. The CFEC supports SB 3 and believes
the loss of fees is negligible. The legislation has two zero
fiscal notes, he noted.

8:06:31 AM

REPRESENTATI VE GARDNER questioned whether the intent of SB 3
requires legislation or is just a policy call for the CFEC.  She
then related her understanding that all the information the CFEC
gathers is public information.

MR. BENI NTENDI explained that by |law agencies are required to
charge fees for certain public docunents, and thus it’s
necessary to do this in statute in order for the CFEC to be able
to give away information. Furthernore, everything contained in
CFEC isn't public information as some issues, such a fishery
information from specific permt holders, would include persona
information of a particular fishermn.

REPRESENTATI VE GARDNER then asked if the CFEC s information,
beyond the confidential information, is public information.

MR. BENI NTENDI deferred to other wtness, and pointed out that

SB 3 only allows the ARDORs to receive public information
wi t hout paying a fee because of tight budgets.

CO CHAIR HERRON, noting that the backup refers to the fees as
negligible, inquired as to what is negligible.

MR. BEN NTENDI answered that he has been told by CFEC that the
fees anpbunt to | ess than $10, 000 per year.

8:09: 25 AM

FRANK HOMAN, Chairman/ Conmi ssioner, Commercial Fisheries Entry
Comm ssion, Alaska Departnment of Fish & Gane (ADF&G, related
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support for SB 3. He explained that SB 3 is necessary in order
to get around the statute specifying that agencies shall charge
a fee for the production of information. The ARDORs, he further
expl ai ned, were created to help stinulate business in the region
and nost often operate on a shoe string. This |egislation would
provide ARDORs wth available public information from CFEC
wi t hout char ge. Typically, ARDORs have requested sorting data
in a manner that’'s specific to the ARDOR s region, which would
require an analyst or programmer to sort out the data.
Therefore, the request could cost a few hundred to a few
thousand dollars depending on the depth of the request.
However, since there are only about a dozen ARDORs and only

eight to nine of them are coastal, CFEC doesn't expect
[providing this information for free] to be a mmjor financial
bur den. He clarified that the CFEC doesn't perform econom c

analysis for the ARDOR, it nerely provides the information on
the ARDOR s region

8:13: 07 AM

REPRESENTATI VE HARRI S rel ated his understanding that ARDORs and
CFEC are both sanctioned or authorized by the state.

MR. HOMAN noted his agreenent, adding that both ARDORs and the
CFEC are established by the legislature. |In further response to
Representative Harris, M. Homan related his understandi ng that
ARDCORs receive sonme state funding each year while the CFEC
receives funding from licensing fees, which are authorized by
t he | egi sl ature.

REPRESENTATI VE HARRI'S characterized what SB 3 proposes as a
conmbn sense matter. He asked if it’s the fee that’s the issue.

MR. HOVAN responded that’'s essentially correct, reiterating the
exi stence of the statute that specifies agencies will charge a
fee for informati on they have to devel op.

8:15:32 AM

MR HOMAN reiterated that SB 3 doesn't allow any release of
confidential information fromindividual fish tickets.

8:16: 43 AM

CO CHAIR MUNQZ, upon determining no one else wished to testify,
cl osed public testinony.
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8:16: 52 AM

COCHAIR HERRON noved to report SB 3 out of conmttee wth
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, it was so ordered.

The conmttee took a brief at-ease.

HB 208- CRU SE SHI P GAMBLI NG TAXES

8:19: 25 AM

CO CHAIR MUNQZ announced that the final order of business would
be HOUSE BILL NO 208, "An Act relating to taxes for certain
activities on large passenger ships; and providing for an
effective date."

8:19: 38 AM

REPRESENTATI VE  HARRY  CRAWFORD, Al aska State Legislature,
speaking as the sponsor of HB 208, began by remnding the
committee that Alaska has chosen not to allow ganbling

However, the 2006 Cruise Ship Initiative seens to provide a back
door to allow gamng in the state by way of taxing the ganbling
that occurs on cruise ships in state waters. In 1995 the
| egi sl ature banned Monte Carlo nights, which were viewed as a
back door attenpt to [allow] Indian gam ng, Cass 2 and Cass 3
gam ng. Representative Crawford then directed attention to the
docunent entitled, "Why We Need HB 208; A Brief Legal History,"
and fromit read the follow ng [original punctuation provided]:

In the section of the IGRA [Indian Gam ng Regul atory
Act of 1988] dealing with Class 3 ganmng, it specifies
that a state-tribal conpact nust allow a particular
sort of ganbling if the state “permts such gamng for
any purpose by any person, organization, or entity.”
This |anguage was used by the Mshantucket Pequot
Tribe of Connecticut, who in 1992 expanded their smal

bingo hall into the Foxwoods Casino. Connecti cut, at
the time, allowed non-profit “Mnte Carlo N ghts.”
Foxwoods is now the third [argest casino in the world.

In 1995, the Alaska Legislature banned non-profit
“Monte Carlo Nights,” largely in fear of the sane sort
of devel opnent here. Fur Rendezvous had previously
run a large Monte Carlo night as a fundraiser
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Wth the exception of cruise ships operating offshore
under federal law, there is no legal authority for any
casi no-style ganbling in Al aska, whether for-profit or
non-profit. The state’'s taxation of cruise ship
ganbling creates a potentially dangerous | oophol e.

REPRESENTATI VE CRAWORD acknow edged that taxing cruise ship
ganbling, per the initiative, would bring in $6.2 nmllion worth

of revenue to the state. However, he related his belief that
even the sponsors of the initiative didn't think about the
ram fications of it. Furthernore, he opined that the state

sinply can’t afford to allow ganbling in the state.
8:.23.:45 AM

REPRESENTATI VE M LLETT related her wunderstanding that HB 208
addresses an initiative approved by the people.

REPRESENTATI VE CRAWORD confirnmed that to be the case, adding
that since it was an initiative he waited the two years before
trying to change anything in the initiative.

REPRESENTATI VE M LLETT recalled that the proposed change in HB
208 woul d be the fourth change to the initiative. She specified
that the following portions of the initiative have been changed:
the Ocean Ranger program disclosures, ganbling tax, and
di schar ge.

8:24:37 AM

KEN ALPER, Staff, Representative Harry Crawford, Alaska State
Legislature, specified that the only legislation changing the
initiative that has passed was House Bill 217 in 2008. The
other three proposed changes to the initiative are pending, but
could result in substantial changes.

8:25: 03 AM

REPRESENTATIVE M LLETT inquired as to the sponsor's thoughts
regarding whether initiatives are properly vetted and allow
enough open di al ogue. She recalled that the initiative was
about a head tax.

REPRESENTATI VE CRAWORD remarked that the initiative was about
nore than a head tax as it had six major provisions. He further
remar ked that although he believes in initiatives, he
acknow edged that sonme initiatives are witten better than
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ot hers. Therefore, the two-year ban on changing initiatives
affords the ability to see how the initiative wirks after which
necessary changes can be proposed.

8:.27.:02 AM

REPRESENTATIVE M LLETT surmsed then that Representati ve
Crawford supports changing initiatives through the legislative
process after two years.

REPRESENTATI VE CRAWFCRD responded, “If they need to be changed

that’s what the two-year trial run is about is ... putting
it into effect and seeing if it, in fact, does work the way
peopl e intended.” He remnded the commttee that the

| egislature passes laws that have wunintended consequences
requiring the passage of nore legislation to address those.

8:27:57 AM

REPRESENTATI VE M LLETT inquired as to whether the sponsor would
support a nore public process wth hearings, i ncl udi ng
| egi sl ative hearings.

REPRESENTATI VE CRAWFORD rel ated his experience with initiatives,
and noted that he has always introduced Ilegislation on the
initiative topic in order to have hearings. However, he pointed
out that nost often the legislature hasn’t granted hearings for
his |egislation. Therefore, the initiative process allows good
ideas to nmove forward and not becone enbroiled in a legislative
process [in which] corporate interests place an inordinate
anount of power and pressure on the |egislature.

8:29: 00 AM

REPRESENTATI VE M LLETT noted her agreenent that there is much
influence on initiatives, and therefore suggested that it would
be best to have nore public disclosure and neetings on
initiatives.

REPRESENTATI VE CRAWORD clarified that he was referring to the
i nordi nate  anount of pressure comnpani es place on the
| egi sl ature. However, when one is discussing the entire state,
the power of the corporate entity is diffused and the people of
the state can act through initiatives.

8:30: 20 AM
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REPRESENTATI VE GARDNER requested that the discussion be kept to
the topic of HB 208.

8:30: 28 AM

REPRESENTATIVE M LLETT surmsed then that Representati ve
Crawford believes that there aren’'t corporate influences on
initiatives, but there are on |egislation.

REPRESENTATI VE CRAWORD rem nded the commttee that initiatives
conme fromthe people versus corporations.

8:31: 30 AM

REPRESENTATI VE HARRI S recall ed passed |egislation sponsored by
Senator Elton that exenpted snaller <cruise ships from the
original 2006 initiative. He related his understanding that the
sponsor is concerned that any indication that the state supports
gamng wuld lead the federal courts to rule in favor of
al l om ng organi zed gamng in the state.

REPRESENTATI VE CRAWORD replied yes, adding that there are
several instances in which states that barely cracked the door
to gaming ultimtely ended up with Indian casinos. He provided
an exanpl e of such in Louisiana.

8:34:12 AM

REPRESENTATI VE HARRI S related his understanding that there are
three entities in the state that are classified as tribes and as
such would qualify for Indian ganming, as is the case in other
st at es.

REPRESENTATI VE CRAWORD deferred to M. Alper, but noted that
t he Eklutna Indians have applied for status to have a casino on
its land outside of Anchorage. He suggested that perhaps they
applied to the federal governnment for that status.

MR. ALPER opined that the definition is potentially nuch broader
[than only those tribal entities] as it refers to any |I|and
that’s held conmunally by a tribal entity and in trust by the
federal governnent. In the Lower 48, the aforenentioned mainly
applies to reservations. However, in Alaska there’s a l|ot of
| ndi an Reorgani zation Act (IRA) owned l|land that could possibly
fit into this. The limtation is that any Class 3 gamng has to
fall under state tribal conpact and there are requirenents as to
what has to be included in those conpacts. Because Al aska
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doesn’t allow slots and casino-type ganbling in any other form
there hasn’t yet been a |egal precedent to force anyone to all ow
any of these casinos to enter Alaska. The concern, he related,
is that by taxing ganmbling on cruise ships [in Al aska’ s waters]
that it could be interpreted that the state is indirectly
allow ng, permtting, or accepting ganbling. He acknow edged
that Al aska does allow the Nenana lIce Cassic and other such
gam ng, and under the gam ng for any purpose or person clause
theoretically one could open a casino where nothing but betting
on veget abl e size woul d occur.

8:37:10 AM

CO- CHAIR HERRON inquired as to whether the initiative had any
[ out -of -state] influences.

REPRESENTATI VE CRAWFORD, clarifying that he wasn't part of the
initiative, said that he wasn't aware of any [out-of-state]
backers. He recalled that the sponsors of the initiative live
i n Juneau and Hai nes.

CO CHAIR HERRON recalled that the focus of the initiative was
the head tax and the discharge aspect. Therefore, he asked
whet her Representative Crawford was aware of the ganbling
provision in the initiative at the time [of the initiative].

REPRESENTATI VE CRAWFORD replied yes.

CO CHAIR HERRON surmised then that this legislation is pre-
enptive in that it seeks to close a |oophole due to the fear
that the ganbling provision will lead to a Cass 3 casino being
opened in the state. He asked if any interest has been
expressed in such, beyond that expressed by EKI utna.

REPRESENTATI VE CRAWFORD confirmed that he had heard that Eklutna
was interested in ganbling. He then related that he has heard
runmors that Metlakatla nay be interested [in ganbling] as well.
He reiterated that this legislation is simlar to the 1995
| egi slation that closed the door on Monte Carl o nights.

8:39: 50 AM

REPRESENTATI VE HARRI' S relayed that Metlakatla nay be [all ow ng
ganbl i ng] now.

REPRESENTATI VE CRAWORD said that he has heard that Metlakatla
has vi deo machi nes, but they' re not open to the public.

HOUSE CRA COW TTEE - 10- April 7, 2009



8:40:16 AM

CO CHAIR HERRON inquired as to the danger of [taxing ganbling on
cruise ships in Alaska’s waters]. He further inquired as to the
social ills HB 208 will prevent.

REPRESENTATI VE CRAWORD answered that [one of the dangers of
ganbling] is suicide. He related that where there is for-profit
ganbling, the statistics increase for suicide, foreclosures,
bankruptcies, alcoholism child abuse, etc. He informed the
conmittee that a few studies in South Dakota and South Carolina
have found that for every $1 collected in ganbling taxes, the
state spends $3 on social ills. Only Las Vegas and a town in
south M ssissippi nake a net profit from ganbling. He rel ated
the situation in Shreveport, Louisiana, where casinos cane in
and said they would provide a tax base after the factories had
left. However, after the casinos had been in operation for
about 10 years, they requested their taxes be cut in half or
they would have to | eave. The city cut the taxes in half for

t he casi nos. Representative Crawford indicated his belief that
the casinos would |ikely request taxes be cut in half again, in
the near future. “It’s a fool's paradise opening up to

ganbl i ng,” he opi ned.
8:43: 32 AM

REPRESENTATIVE CISSNA recalled that a nunber of pieces of
legislation related to the excise tax on [cruise ship
passengers] . Ther ef or e, when the initiative came into
exi stence, the excise tax and discharge standards were the two
aspects of the initiative that she noticed rather than the
portion of the initiative related to the ganbling tax.
Representative GCissna indicated concern with regard to the
possi bl e behavioral inpacts of ganbling, which are particularly
inmportant to consider in ternms of the ~current economc
situation. She said she is opposed to ganbling and would favor
sonmething simlar to HB 208. She then asked if the sponsor has
heard from fol ks who were aware of the ganbling portion of the
initiative.

REPRESENTATI VE CRAWFCORD recalled that it was a little discussed
provision of the initiative. He suggested that the mpjority of
Al askans thought the initiative was only about the head tax and
ocean rangers since those were +the major issues in the
headl i nes.
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8:47:09 AM

CO-CHAIR MUNOZ asked if the original sponsors recognize the
ganbling provision as a flaw.

REPRESENTATI VE CRAWFORD, recalling a conversation with one of
the sponsors, related that the thought of the sponsor was that
the ganbling provision wouldn't be problematic because it’'s
under federal law. However, Representative Crawford opined that
he’ s concerned because it’s a gray area.

MR. ALPER pointed out that if the majority of the legislature
and the governor wanted to allow casino ganbling, it could. The
situation in Connecticut was one in which the legislature was
preenpted by a |awsuit based upon a mnor |oophole having to do
with a charitable event. The | egislation before the commttee,
HB 208, attenpts to close the possibility of the aforenentioned.
“I't seens reasonable that this |oophole is |arge enough to allow
such a thing, and why would you take that sort of power away
from yoursel ves and subject Al aska to sonething unknown when its
sort of slipped in that way,” he said.

8:48: 28 AM

COCHAIR MUNOQZ inquired as to whether the sponsors of the
initiative support the direction of HB 208.

REPRESENTATI VE CRAWFORD rel ated that the sponsors have said to
go ahead with HB 208 and that they wouldn’t try and change it.

8:48: 59 AM

CO CHAIR HERRON i nquired as to what happens to casino facilities
on ships without a tax generator in the statutes.

REPRESENTATI VE CRAWORD answered that those facilities wll
continue as they did prior to the initiative. In further
response to Co-Chair Herron, Representative Crawford |ikened HB
208 to the 1995 legislation closing the |oophole on Minte Carlo
ni ghts. He expressed the need to close the |oophole before
somnet hi ng happens.

MR. ALPER informed the conmittee that a proposal to open a
casino in Kl awck was dropped after passage of the 1995
| egi sl ati on banning Monte Carl o nights.

8: 50: 58 AM
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REPRESENTATI VE M LLETT asked if HB 208 wll close the gam ng
| oophole or only the collection of tax on gamng in state
wat er s.

REPRESENTATI VE CRAWORD clarified that HB 208 addresses only the
tax collection portion because ganbling on state waters is
all oned under federal |aw The |egislation would renove the
collection of the tax in order to close the |oophole for any
expansi on t hroughout the state.

REPRESENTATI VE M LLET surm sed then that gaming in state waters
can still occur; HB 208 would only end the collection of the
t ax. She asked if the aforenentioned is because of an
overriding federal |aw regarding gamng in state waters.

REPRESENTATI VE CRAWFORD not ed hi s agreenent.
8:52: 02 AM

REPRESENTATI VE GARDNER opined that the cruise ship industry
shoul d support HB 208 because it doesn’'t inpact their current
operations and they can keep the funds rather than pay taxes

She inquired as to why the cruise ship industry isn't present
testifying on this |egislation.

REPRESENTATI VE CRAWORD said that he hasn't talked with the
crui se ship industry.

8:52:49 AM

REPRESENTATI VE HARRI S opined that the worst ill in this country
is alcoholism Furthernore, the reality in Alaska is that there
is already an awful |ot of illegal ganbling in the state,
ganbling from which the state just doesn't receive taxes. He

then highlighted that gamng was once a l|large part of Al aska.
Representative Harris discussed situations when jobs are needed

and people who have noney are willing to spend it, and opined
that in such situations [jobs such as those in the gam ng
industry are created]. He pointed out that if gamng was

elimnated in Nevada, unenploynent would be huge as would
forecl osures and many other issues. He acknow edged that there

are ills with gamng, but opined that there are ills wth
ever yt hi ng. If the attitude reaches the point of no gam ng
anywher e, there wll be | ar ge unenpl oynent and ot her

ram ficati ons.
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8:57:22 AM

REPRESENTATI VE CI SSNA highlighted that Alaska 1is currently
dependent on oil and gas and thus inpacted by the decrease in
price and production of oil and gas. She stressed that there
are lots of other ways to nmake noney besides ganbling, although
it takes creativity to do so. Representati ve Ci ssna chal | enged
the negative ways in which the state and its citizens earn noney
and encouraged focus on nore positive ways to earn noney. “W\e
don’t need to nake our noney off the m sfortunes of others,” she
opi ned.

9:01: 09 AM

JOHANNA BALES, Deputy Director, Anchorage Ofice, Tax D vision
Department of Revenue, informed the conmittee that when this
initiative passed in 2006, the Departnent of Revenue (DOR)
di scussed the gaming issue with the Departnment of Law. At that
time, DOR didn't believe that the nere fact of taxing an

activity made it |egal. For instance, although prostitution is
illegal in nost states, the Internal Revenue System (IRS) wll
tax income from that activity. Still, taxing that activity

doesn’t make it legal, she said. WM. Bales offered to work with
the sponsor in order to ensure that DOR s research is current
and that there are no court cases that would open the door to
ganbling in Alaska by virtue of taxing it. She then explained

that although federal |aw recognizes that Alaska |aw doesn’'t
permt ganbling in the state, for certain vessels Alaska isn't
allowed to make ganbling illegal. Furthernore, the ganbling

activities can't be conducted within three mles of a port.
Recalling discussions with the initiative sponsors after its
passage, she cane to understand they were concerned that sone
vessels in Alaska aren’t allowed to conduct ganbling while out-
of -state vessels stopping in Alaska's ports are allowed to
conduct ganbl i ng. Therefore, the initiative sponsors wanted to
tax that ganbling activity. She closed by stating that DOR and
the Depart nent of Law are both wlling to wirk wth
Representati ve Crawf ord.

9:04: 33 AM

REPRESENTATI VE CRAWORD remarked, “The court case that we're
nost worried about is the one that hasn't happened yet and that
m ght happen because of this situation that we have here.” He
echoed his earlier statement that the [taxing ganbling
provision] is a grey area that a few entities have expressed
interest in having a decision in the courts. He reiterated his
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desire to close the |oophole. In the two areas where revenue
generated from ganbling has produced a net gain it’s because
there is a large influx of people who cone to ganble. However,
in other areas with ganbling, such as Shreveport, the |ocals
ganble, the local econony declines, and the revenue generated
from ganbling produces a net |oss. Representative Crawford
stressed that he will fight as long as he can to ensure there is
no expansion of ganbling in Al aska because the state can't
afford it.

9:07: 24 AM

REPRESENTATI VE HARRI S asked if manufacturing in Shreveport |eft
because gam ng cane in.

REPRESENTATI VE CRAWFCRD replied no, adding that telephone
manuf acturing and steel manufacturing left Shreveport because it
could have its work done nore cheaply [elsewhere in the
country). Industries related to the steel mlIl left and oil and
gas was becom ng depl et ed.

REPRESENTATI VE HARRIS surmised then that things would ve been
much worse in Shreveport wi thout gam ng.

REPRESENTATI VE CRAWORD answered that if nothing had cone in to
Shreveport, then people would ve continued to | eave. Ganbl i ng
was brought in because the industry was eager to come in. For
the time of construction, the econony expanded. However, now
that no construction is occurring, the econony is shrinking and
ganbling is taking all the disposable income of the area.
Therefore, the area is becom ng nore depressed.

9:10: 15 AM

COCHAIR MUNOZ infornmed the commttee that the co-chairs would
like to continue working on HB 208, and there wll be another
heari ng next week. Co- Chair Minoz encouraged the sponsor to

consult with DOR and DOL, per Ms. Bal es’ suggestion.
9:10: 38 AM

CO CHAIR HERRON characterized it as interesting that initiative
sponsors aren't present. He expressed concern with closing the
revenue streamin place for ganbling on board cruise ships. Co-
Chair Herron then questioned: “Are we playing around wth
initiatives?” Wth regard to whether the provision creates a
| oophol e, Co-Chair Herron opined that a |oophole can always be
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f ound. He then posed the possibility that perhaps ganbling is
an alternative for Al askans.

9:13: 02 AM

REPRESENTATI VE CRAWORD stressed that HB 208 isn't about
initiatives, rather it’s only closing a |oophole. He then said
that if there’'s the desire to have for-profit ganbling in
Al aska, then legislation to that effect should be introduced.
He reiterated that he didn't believe those voting for the 2006
initiative were voting for an expansion of for-profit ganbling
in Al aska.

9:14: 03 AM

CO-CHAI R MUNOZ announced that HB 208 would be held and further
di scussi on woul d occur next week.

9:14:18 AM
ADJ OURNNMENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:14 a.m
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