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W TNESS REG STER

TOM MYERS, Deputy Director

Al aska Manuf acturing Extension Partnership, Inc. (AVEP)

Anchor age, Al aska

POSI TI ON STATEMENT: Provided an overview of the Al aska
Manuf acturi ng Extensi on Partnership (AVEP).

REPRESENTATI VE HARRY CRAWFORD

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Spoke as the prine sponsor of HB 208.

KEN ALPERS, Staff

Representative Harry Crawford

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Speaking on behalf of the sponsor,
Representative Crawford, answered questions regardi ng HB 208.

JOHANNA BALES, Deputy Director

Tax Division

Depart ment of Revenue

Anchor age, Al aska

PCOSI TI ON STATEMENT: During the hearing of HB 208, opined that
taxing an activity doesn't nmake it |egal.

JOE GELDHOF, Legal Counsel

Responsi bl e Cruising in Al aska

Juneau, Al aska

POSI TI ON  STATEMENT: During hearing of HB 208, provided
information on the cruise ship initiative, specifically the tax
on gam ng.

ACTI ON NARRATI VE
8:03:41 AM
CO CHAI R CATHY ENGSTROM MUNOZ called the House Community and

Regi onal Affairs Standing Committee neeting to order at 8:03
a.m Representatives Minoz, Herron, Harris, Keller, and Gardner

HOUSE CRA COW TTEE -2- February 16, 2010



were present at the call to order. Representatives MIllet and
Cissna arrived as the neeting was in progress.

Overview. Al aska Manufacturing Extension Partnership

8: 03: 53 AM

CO- CHAIR MUNQZ announced that the only order of business would
be a presentation regarding the Alaska Manufacturing Extension
Par t ner shi p.

8:04:46 AM

TOM MYERS, Deputy Director, Alaska Mnufacturing Extension
Partnership, Inc. (AVEP), informed the conmittee that as of
Decenber 2009, Alaska was ranked last in terns of investnents
into the business conmunity, even on a per capita basis. The
goal with today's briefing is to make [the |egislature] aware of
the aforenentioned and to propose a program to address the
af orenenti oned. He relayed that when creating a capital venture
program states have faced a problem when the program is hosted
inside an educational institution that doesn't have a business
focus. The aforenmentioned often causes problenms with priorities
such that nore funds are targeted for research than the actua

investnment for start-up businesses or expansion of businesses.
Capital venture prograns in other states have also faced
probl ens when the funds have been passed on to |ocal venture
capital groups who then follow basic venture capital practices
in the process of dissemnating funds to businesses. Oten a
predatory elenent evolves inside a venture capital and it
doesn't allow for the best placenent of the funds. Therefore

the proposed program is a conpletely non predatory venture
capital practice. He explained that when venture capital groups
invest in 10 businesses they expect 1 to succeed, 5 to have sone
intellectual property that can be torn from the business and
sold, and 4 to be a |oss. There are ways to ensure the
af orenenti oned doesn't happen.

MR MYERS related that [the Alaska Mnufacturing Business
| ndustry & Technol ogy (AMBIT) Venture Capital Progran] seeks to
provi de several types of funding opportunities to a w de range
of Al askan businesses; provide project support, know edge, and
managenment to strengthen businesses and pronbte success. He
enphasi zed that the goal is to work with these businesses as
they enter the venture capital setting and set mlestones for
their success and receive funds as they neet the mlestones. He
further related that [AVCF] seeks to provide an in-depth market
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anal ysis and |everage opportunities within and outside of the
state; properly manage previously wunderutilized dollars and
reinvest in Alaska's entrepreneurs; pronote economc growth
t hroughout rural and urban Al aska with "prol onged residency" as
a focus. One of the terns of the programis that for each piece
of capital a business receives, it nmust sign a five-year
commtnment to keep that business in Al aska.

8:09:10 AM
REPRESENTATI VE GARDNER inquired as to the definition of
predatory practices since one individual's predatory |ending

practice is another individual's good busi ness.

MR. MYER explained that investors in venture capital realize
that many of the Dbusinesses in which they invest aren't

busi nesses they seek to take all the way to success. These
busi nesses are ones in which the investors hope to own the
intellectual capital at the end of the failed investnent. The
af orenenti oned occurs frequently, particularly in high tech
industries such as software conpani es. For exanple, the
originator of the YouTube program received venture capital to
create it, but it wasn't successful. However, the intellectua

property was sold and the conpany that purchased it becane what
is now YouTube, which then partnered with even |arger conpanies.
In further response to Representative Gardner, M. Myer
specified that it's a predatory practice to specifically target
a conpany and place it, in terns of the anobunt of financing and
restrictions, in a position in which it's difficult for the
conpany to proceed.

8:11:50 AM

REPRESENTATI VE HARRI S asked from where one obtains the funds to
| oan people funds for venture capital purposes.

MR. MYERS pointed out that the venture capital he proposes
targets an existing statute connected to the pernmanent fund such
that permanent fund nonies are invested inside of the state. I n
further response to Representative Harris, M. Mers clarified
that he hasn't worked through the Permanent Fund Dividend (PFD)
Board. He explained that the program he is proposing becone the
entity working with the PFD Board in order to target those funds
toward Al aska busi nesses.

8:13: 04 AM
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REPRESENTATI VE HARRI S inquired as to M. Myers background.

MR. MYERS related that he has been wth the AMEP for over four
years. The Al aska Manufacturing Extension Partnership is part
of the nationwi de [manufacturing extension partnership] MEP
program which is part of National Institute of Standards and
Technol ogies (NI ST). He explained that AMEP seeks to help
busi nesses acquire funding, get started, and inprove their
processes.

8:13:41 AM

REPRESENTATI VE HARRIS inquired as to why one would talk to M.
Myers rather than a standard lending institution. He further
inquired as to whether M. Mers is proposing that entities such
as AMEP are nore willing to take nore risk. He then requested
that M. Meyers explain how AVEP could | oan funds at such a high
ri sk whereas banks can barely | oan funds at all.

MR. MYERS nentioned that access to venture capital in Alaska is
severely limted. Furthernore, for many Al askans obtaining a
bank loan is not option, regardless of their credit and assets
the applicant may have. This proposed program seeks to be the
internmediary in the market that is bridge noney to allow
applicants to have sone success.

8:16: 36 AM

REPRESENTATI VE CI SSNA recalled her brother's simlar situation
to what M. Mers described. She then asked if M. Mers is
proposing that this project is one in which the state should do
and then he would bid on it.

MR. MYERS explained that he's proposing that many other ©MNEP
centers have set up venture capital prograns. The funds, in
these situations, mnust come from the state not the federal

gover nment . In 2008 nenbers in Congress proposed that the MEP
system have access to about $13 billion that would allow for
mat ching funds to each state. The aforenenti oned was supposed
to becone part of the American Recovery and Reinvestnent Act of
2009 (ARRA) fundi ng. The funds would be given to the states
with a 1:1 match requirenent through the MEP system and the
State Science and Technology Institute (SSTlI), which is a
partner with N ST. Five other states, New York, Pennsylvania

Florida, Texas, and Utah have prograns with investnent capita

in excess of $600 mllion per state. Wth regard to the
scenario in which smaller businesses are scooped up by |arger
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organi zations, such a scenario doesn't work for Al aska. He
explained that in Al aska the snmaller business/technology that's
incorporated into a l|larger conpany is taken out of the state
and therefore Al aska doesn't receive any benefits. The program
is being proposed to stop the outflow of good businesses and
intellectual capital

8:19:49 AM

MR. MYERS, returning to his presentation, rem nded the committee
of the 1980s when nmany investors in Alaska lost a lot, which
resulted in the view that A aska was the "WIld Wst" of
busi ness. At that tine, even the in-state investors all noved
their capital to the Lower 48. Furthernore, nost Native
corporations have purchased manufacturing firns throughout the
Sout heast U.S. M. Mers enphasized that the Ionger a dollar is
kept in the state, the greater inpact it has for the state. The
nore turns that dollar does in the state's econony, the greater
amount of the increase in that dollar's value through the year
Al aska, he related, has about a 4-7 turn per year on a dollar
comng into the state whereas nobst Lower 48 states have 10-12
turns of a dollar per year.

8:21:14 AM

REPRESENTATI VE GARDNER pointed out that the fact that Native
corporations are purchasi ng manufacturing conpanies in the Lower
48 isn't relevant to this discussion because the Native
corporations aren't acting as venture capitalists.

MR. MYERS replied yes, but [it illustrates] a net capital escape
because they aren't investing in building business inside of
Al aska. The location of the manufacturing operations

experiences the benefit of the investnent dollars.

REPRESENTATI VE GARDNER asked whether there is any reason to
believe that those who would invest out of state would prefer to
be venture capitalists within the state as opposed to investing
el sewhere.

MR. MYERS said his presentation will address that. In response
to Representative Harris, M. Mers assured the commttee that
he would get to the root cause of why Alaska isn't able to turn
over the dollars as nmuch as el sewhere.

8:23: 04 AM
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MR. MYERS, returning to his presentation, related that Al aska
has a lot of grants from the federal government as well as bank
| oans. He informed the commttee that AMEP is a Conmunity
Devel opnent Financial Institutions (CDFlI) guarantor through
which a nunber of grant opportunities and a small anount of
investnment capital are Dbrought in. He also informed the
conmittee that AMEP works with the Small Business Association
(SBA) and hel ps folks find co-signers for businesses to bring in

capital. The difficulty is that if the anmount of capital needed
is above the value of the borrower's existing assets, no one
will lend to that borrower. He then noved on to the slide
entitled "How the AVCF wll Help Alaskan Businesses" and
expl ained that AVCF will help Al askan busi nesses get ready for,
acquire, and properly manage the funds. Money, mnanagenent, and
mar keting are the three factors for success in Alaska. |n order

to help businesses succeed AMEP has been working on those,
specifically AMEP ensures that the businesses have a proper,
fungi bl e business plan so that the nilestones for success are
est abl i shed. He then directed attention to the slide entitled
"The Creation of the AMBIT Venture Capital Program. He related
that through CDFI AMEP wll eventually have access to $10
mllion worth of capital. He further related that AMEP is
working as a throughput partner with the USDA, such that AMEP
hel ps clients put together their business plan, identify USDA
funds, and help the client apply for and manage USDA funds. He
then reviewed the SBA' s guaranteed | oan program which has to go
t hrough a bank. Al though up to 85 percent of the bank is
guaranteed by the SBA, there have been clients that were unable
to obtain capital using the SBA grants because the banks won't
make the | oans. He told the commttee that AMEP is seeking to
create a $25-350 million private capital pool by partnering with
many of the Native corporations across the state as well as
other private investors.

8:26: 54 AM
MR MERS, in reference to Representative Harris' earlier
guestion regarding from where the funds wll come, pointed out

that the permanent fund statute specifies that up to 5 percent
of the fund should be [reviewed] for investnent in Al aska.
However, no organi zation was ever established to acconplish the
af or enent i oned. Therefore, M. Mers explained that he is
proposi ng one half of 1 percent to 1 percent be nmde avail able
over a three-year tinme period in order to slowy inject that
capital into businesses in Al aska. As those businesses are
successful, those businesses would eventually return funds to
t he permanent fund.
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8:27:32 AM

REPRESENTATI VE HARRI S asked if the pernmanent fund [corporation]
i nvests in Al aska.

MR. MYERS answered that in the past it has invested in Al aska,

but mainly in natural resource extraction. He related his
understanding that the investnment has never been nore than 1
per cent . In further response to Representative Harris, M.

Myers confirnmed that the natural resource in which [the
Per manent Fund Corporation] invested in Alaska was the oi

i ndustry. He further confirnmed that the investnment was via
purchasi ng stocks in the oil industry, not actual projects.
8:28:14 AM

REPRESENTATI VE HARRI S asked if M. Mers is sure the Permanent
Fund Corporation is allowed under state law to do what he's
pr oposi ng. He rem nded everyone that the corporation has a
fiduciary responsibility to the citizens of the state to produce
the highest rate of return possible under a safe scenario.
Venture capital, he pointed out, is very risky.

MR. MYERS noted his agreenent that venture capital is riskier
than many other investnments, but the potential inpacts to the
state can be very significant. In further response to
Representative Harris, M. Mers stated his agreenent that the
belief is that the higher the risk the higher the reward, when
successful .

8:29: 05 AM

MR. MYERS, returning to the slide entitled "The Creation of the
AMBI T Venture Capital Program"™ pointed out that on the |left
side there is a list of the econom c devel opment entities that
would be able to bring projects that would be vetted to ensure
that there is a proper business plan, nanagenent is trained, a
supply chain is established, and custoners are identified prior
to receiving any capital. The next |evel would be discretionary
funding and then first through third round of venture capital
He highlighted that the venture capital never exceeds 49 percent
ownership in the business in order to avoid predatory practices.
He then noved on to the slide entitled "Why the AVCF will be a
Successful Solution,” which relates the foll ow ng:

* AVCF is Non-Predatory.
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 The AVCF wll provide an wunparalleled Ievel of
expertise and support for participating businesses.

« The AVCF wll provide several capital-acquisition
outlets for a nor e i ndi vi dual i zed financing
envi ronment .

« The AVCF is based on nentoring, not financing and then
| eavi ng businesses to fend for thensel ves.

« The AVCF will educate busi nesses on how to succeed and
t he process of business devel opnent.

e The AVCF will connect business partners in an active
way to form synergistic relationships so that al
st akehol ders are truly invested in a business.

 The AVCF s network of expertise and scrutiny along
with the use of guarantors will increase opportunities
for bank | oans.

MR. MYERS characterized AVCF as the bridge between traditional

financing and the |everaging of personal assets. He conti nued
on to the slide entitled "Languished Projects as a Result of a
Lack of Funding in Alaska,” which lists projects that were

unabl e to acquire funding. He directed attention to the Arctic
Steel project for which he set up a partnership with Defense
Metals, which perforns all the netals acquisition for the
Depart ment of Defense. There is a law that stipulates that at
| east 50 percent of netals, specifically titanium steel, and
other netals, which are available inside of the U S. nust be
acquired fromthose U S. sources. However, currently 97 percent
of all the titanium used by the federal government cones from
foreign sources. There is a huge market, he stressed. He then
informed the commttee that titaniumore is often a byproduct of
the other mning industries in Al aska. However, there hasn't
been any way to turn it into a product. M. Mers enphasized
that he isn't referring to just mning the titanium but is also
referring to snelting it and turning it into products that are
shipped directly to the US. Departnent of Defense for the
arnoring of various mlitary vehicles. M. Mers explained that
he setup Arctic Steel with a titanium snelter in Indiana, but
t he individual behind Arctic Steel was unable to obtain funding
even with personal assets, credibility, and a high credit score.
The individual behind Arctic Steel only needed $15 nmillion to
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nove forward with the project. Arctic Steel would' ve created
150 high-end jobs in Alaska and the financial inpact of the
business to Al aska over a three-year period is projected to be
$750 mllion. M. Mers pointed out that the oil industry is
nmoving nore towards titanium every day. For instance, the oi

industry located in the Gulf of Mexico is converting to titanium
as fast as possible due to rust concerns. M. Mers then
hi ghlighted the Tetrajack project, which only needed $3 million
in capital. However, the university researcher who devel oped it
couldn't obtain funding. The Tetrajack project was an aggregate
that goes inside of concrete with a specialized shape such that

half of the amount of steel inside concrete is used
Furthernore, using a 70 percent stack aggregate in the concrete
makes the <concrete float. The Tetrajack project would' ve

created 25-plus jobs and woul d've had a financial inpact of $185
mllion. The State of Florida is trying to get this university
researcher to Florida. The process utilized in Tetrajack uses
mning tailings that go through a process which seals in the bad
things so that they don't leach out into the soil. M. Mers
said that he wouldn't go through the entire list of projects,
but did highlight that the list he provided would ve required
$110 mllion in venture capital funding, but could ve created
nore than 500 jobs with a total potential return of $3.25
billion to the state.

8:35:47 AM

MR. MYERS referred to the slide entitled "AVEP' s Performance
Metric," which utilizes graphs to illustrate various aspects of
the projects AVEP has done in Alaska over the last four years.
In fact, AMEP has garnered over $40 nmillion in investnent,
served over 160 clients, accrued over $30 mllion in cost
savi ngs, and created over 110 jobs, nost of which are located in
rural Alaska. He stressed that folks in rural Al aska are unable
to obtain financing at all because they don't have assets or
honmes against which they can borrow to start a business.
However, there are entrepreneurs in rural Alaska who want to
start businesses, enhance ||ocal conmunities, and stop the
outfl ow of populations fromrural Al aska.

8:37:13 AM
REPRESENTATIVE HARRIS asked if any of the Alaska Native

Cor porati ons have been approached regarding investnent, as well
as sharehol der hire possibility.
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MR. MYERS said that Al aska Native corporations have been asked
to be involved in the private equity piece. A couple of Al aska
Native corporations are interested, but they're |eery because of
the fall out of the 1980s and 1990s. Furthernore, these Al aska
Native corporations have made such |large and successful
investnments in the Lower 48 that it's difficult for them to
consider investing in some of these small businesses. Moreover,
these Alaska Native corporations don't have the expertise to
work with small businesses in order to ensure their success.

8:39: 03 AM

MR. MYERS turned the committee's attention to the slide entitled
"AK Preference Statute is Still Ineffective". He infornmed the
committee that a couple of years ago Departnment of Conmerce,
Community, & Econom c Devel opnent (DCCED) asked him to rewite
the Al aska preference statute. He said he didn't know if the
changes he proposed, which were based on industry and DCCED
i nput, ever went anywhere. He reviewed the proposed changes to
AS 36.30.170(a) and (b). One of the changes specifies that the
bid nust include the cost of shipping for out-of-state bidders.
The aforenmentioned has never been included in the preference.
He explained that the change attenpts to avoid the situation in
which an out-of-state bidder on a cost plus contract beats an
Al askan bidder and then adds the cost of shipping afterwards.
Anot her proposed change specifies that the procurenent officer
nmust denonstrate that nultiple Al aska bidders were contacted and
provided anple chance to submt bids before a contract is
awarded to out-of-state bidders. The proposed |anguage
specifies, "If the procurenent officer is unable to identify any
vi abl e Al aska bidders, they nmust docunent their search procedure
with nanes of contacted entities. Any single contract over
$5,000 to be awarded to an out-of-state bidder nust be reviewed
and signed by the office of the Comm ssioner of Commerce,
Communi ty, and Econom ¢ Devel opnent or by the State of Al aska's
Chi ef Procurenment Oficer.” The proposed changes al so include
i ncreasing the Al aska bidder preference to 10 percent "and only
after the procurenent officer has ensured that the solicitation
was not witten in a manner that nmay exclude Al aska bidders
He infornmed the comrittee that recently the |nsulfoam
conpany lost a nulti-mllion dollar contract with the Departnent
of Defense for base housing because the state's contract officer
wote the bid for a brand nane. Furt hernore, Sequestered
Solutions, the state's only data center, has lost nmultiple state
contracts. He told the commttee that the state houses 80
percent of its data out of state. Anot her conpany, Conti nuous
Printing, lost a bid with the state; the bid was awarded to an
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out-of -state conpany that does the exact forns that Continuous
Printing does in Al aska.

MR. MERS, referring to the slide entitled "AMEP Research

Projects,” informed the commttee that AMEP has a nunber of
research projects that are comng to fruition that tie to the
venture capital proposal. One such project is the E-Conmerce

project such that any business in Alaska can obtain an E-
Comrerce web site and AMVEP pays for the hosting of the web site
for the first year, after which the cost to the individual is
$9.95 per year. He noted that he has a research paper detailing

the inpacts of such to rural Al aska. He said that another
research paper regarding the econom c inpacts of connecting the
Al aska and Canada railways is forthcom ng. He expl ai ned that

Al aska has three deep water ports and ships can get fromAsia to
Al aska seven days sooner than they can get to Long Beach.
Products that cone in on boats to Al aska can be shipped via rai

to Detroit and other points East 10 days faster, at a m ni num
than going to Seattle or Long Beach, California. He recalled
that two years ago GCeneral Mtors (G wanted to place a
transshi pmrent warehouse in Alaska for electronics and other
products it was bringing in from Asia. At the time GM heard

runors that the aforenentioned rail connection would occur.
Wen GM heard that the rail connection was on hold, GM decided
to wait on the transshi pnent warehouse in Al aska. "There are
projects out there waiting to happen, if that rail |ink can be
made, " he enphasized. Anot her research project is the high
|atitude agriculture project, which would use Finland as a
nodel . Al aska inports 95-plus percent of all agricultural

products that are consuned in the state and rural Al aska has a
40 percent spoilage rate before the food even reaches the area.
He characterized this as a food security issue for the state

O her research projects include enhancing rural participation in

the Alaska Dbusiness environnent; creating an investnent
structure for venture capital in Alaska that is based on best
practices; beyond oil, gas, mning, and fishing [creating]

strategi c business opportunities that nake sense for Al aska;
creating economc incentives to attract conpanies to Al aska as
wel | as encouraging |ocal entrepreneurs to start new busi nesses;
and creating an econom c devel opnent plan for the state for the
next five years with projections for the next five nore years.
He related that the State of Florida has a programin which it
will pay for the land on which [an entrepreneur] will place its
bui I ding, provide a loan for the building, and provide $6,000
for each Floridian that is hired and trained for the business.
Therefore, Florida often steals businesses from other states,
i ncludi ng Al aska. He noted that Utah, Montana, and Texas al so
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have great prograns [attracting businesses to Al aska]. I n
conclusion, M. Mers referred to the slide entitled "Summary of
Key Points," which relates the foll ow ng:

e The AVCF is essential to change the course of economc
devel opnent in the state of Al aska.

e It is inperative for Alaska's economc success to
provi de businesses the opportunity to acquire bank

| oans, vent ure capi tal / angel i nvest ment proper
managenent and technical training in order not to
| angui sh.

» Alaska has m ssed out on billions of potential dollars
due to poor econonic governance and capital flight out
of AK.

 The Alaska state legislature nust realize the
i nportance of actively pursuing Al askan busi nesses and
change procurenent statute AS 36.30. 170.

e Together, with the research acconplished by the Al aska
Manuf acturi ng Extension Partnership and the pronotion
of fiscally conscious projects by the state, Al aska
can and will be an econom cally powerful marketpl ace.

8:47:10 AM

MR. MYERS, in response to Representative Gardner, said that the
conpl eted research papers can be nade avail able upon request.
The papers aren't available on AVMEP's web site, but that is
bei ng requested of AVEP s technical staff.

8:47: 31 AM

REPRESENTATI VE Cl SSNA pointed out that a |large problemin Al aska
is to accurately access and follow, which she referred to as
“"the fidelity to nodel." Therefore, she opined that there are
pi eces necessary to mneke the aforenentioned possible. For
i nstance, there should be a university connection to train and
verify the process. She then expressed interest in researching
M. Mers.

MR. MYERS offered to provide the commttee with his business

cards as well as packets that relate what AMEP has done over the
| ast five years. He noted that he has only been with AVEP for
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| ast four years, prior to that tine he was with the University
of Al aska Anchorage (UAA) in the College of Business. He
related that Dr. Baker, Dean of the College of Business, UAA is
in agreenent that the university needs to be nore involved with
business in Al aska and that the training prograns, particularly
online progranms, are inportant. He nentioned that AMEP has an
online learning platformthat allows the training prograns to be
accessed by fol ks across the state.

8:50: 08 AM

REPRESENTATI VE KELLER conmended the co-chairs for scheduling
this presentation. He thanked M. Mers for the presentation,
which he characterized as identifying sonething that is of a
maj or concern for him He then said he would be open to the
introduction of <conmttee legislation [that would encourage
smal | busi ness  devel opnent ] as well as any individual
| egi sl ation.

8:50: 35 AM

REPRESENTATIVE HARRIS renmarked that there have been m xed
reviews on investnents in the state. In fact, the state has
invested in projects, through AIDEA that haven't worked. "The
state is just riddled with all kinds of governnent noney that's
gone into so-called projects that fell on their face," he
poi nted out. He noted his agreenment with Representative C ssna

that [potential businesses] have to have a track record and a
way to ensure that a business proposal isn't a boondoggl e.

MR. MYERS acknow edged that throughout the state there are a

nunber of [failed projects], including the grain silos. The
grain silo project wasn't a bad project, it was just a poorly
pl anned project. Furthernore, the tannery in Shishmaref is
operating at 10 percent capacity because it never connected with
its supply chain or custoners. He enphasized that his goal is
to ensure that any project is fully vetted and planned so that
t he af orenenti oned problens don't occur. He noted that nmany [ of
the state's failed econom c devel opnent projects] were funded by
t he Econonic Devel opnent Authority and other such entities. He

told the committee he has talked with the authority regarding
when AMEP can help make them successful by say, connecting the
business with a supply chain or a custoner base. However, it
hasn't been done yet.

8:53:24 AM
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REPRESENTATI VE HARRIS recalled that the Al aska Science and
Technol ogy Fund (ASTF), which ultimately |ost funding, was based
upon a simlar notion to that which AMEP i s proposing.

MR. MYERS said that ASTF wasn't managed fiscally, the projects
weren't vetted or planned properly prior to meking investnents.
He inforned the conmttee that he has attended training prograns

with the Coffman Foundati on. Upon conpletion of t he
aforenentioned training program he related that he would be a
certified venture fund manager. M. Mers specified that his

goal is to ensure that if created, the projects and noney is
properly nmanaged.

8:54:30 AM

REPRESENTATI VE KELLER interjected that ASTF al so had successes,
including a business that has a contract wth the US
Depart ment of Defense and enpl oys about 12 enpl oyees.

8:54: 53 AM

COCHAIR MUNOZ thanked M. Mers for his presentation and
requested that he keep the conmittee abreast of his work.

8:55: 15 AM
The conmmttee took an at-ease from8:55 a.m to 8:57 a.m
8:57: 53 AM

HB 208- CRU SE SHI P TAX

8:57:57 AM

CO- CHAIR MUNOZ 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.”

8:58: 03 AM

REPRESENTATI VE = HARRY  CRAWFCRD, Alaska State Legislature,
speaking as the prime sponsor of HB 208, explained that he
doesn't want to open the door for for-profit ganmbling in the
state. He expressed concern that the cruise ship taxation
initiative that started taxing the cruise ship industry on its
ganbling wthin state waters opens the door to for-profit
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ganbl i ng. The aforenentioned, as illustrated in court
deci sions, has happened in the Lower 48. The desire to not open
the door to for-profit ganbling in Alaska is why Al aska banned
Monte Carlo nights in the state in the 1990s. He then referred
to a June 30, 1997, Anchorage Daily News article in the
commttee packet entitled "Tribal ganbling in Al aska? Not yet,
but it's one step closer”. From the following article, he read
[original punctuation provided]:

As in other areas, Congress sets the rules for
ganbling in Indian country. Under the Indian Gam ng
Regul atory Act of 1988, Native Americans can operate
casino-type ganbling only in states where such
activity is |egal.

In 1994, the Southeast Alaska village of Kl awock
proposed a casino on a fragnment of village land held
in trust by the federal governnent. In response, the
Legi sl ature passed a |aw revoking the authority for
nonprofit groups to hold Mnte Carlo nights wth
roulette, cards and other casino ganes. That cl osed
t he door to Kl awock.

The Venetie ruling nmekes it possible for any tribe
that can establish Indian country to qualify for a
casi no operation, but only if the Legislature votes to

make such ganbling legal in Al aska. The Legislature
did not elimnate lotteries when it banned the other
games, however. The state and Kl awock are stil

negotiating over a tribal lottery, said assistant

attorney general Vince Usera.

REPRESENTATI VE CRAWORD opined that since the aforenentioned
article, the cruise ship initiative was passed. The initiative
taxes the cruise ship industry on its ganbling profits, which
could be viewed as an inplicit acceptance of Cass 3 ganbling
inside the state. Therefore, he introduced HB 208.

9:02: 36 AM

REPRESENTATIVE HARRIS asked if HB 208 would prohibit Native
vill ages from having casinos on tribal properties.

REPRESENTATI VE CRAWFCORD cl arified that HB 208 isn't an absolute
prohibition; rather it's just not opening the door [to ganbling
in Al aska]. He explained that the US. only allows tribal
gamng in states where the sane type of gaming is available to
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other entities. Al aska hasn't done the aforenentioned.
However, Al aska has passed the cruise ship initiative that taxed
the dass 3 ganbling onboard the <cruise ships. The
af orenenti oned, he reiterated, could open the door to casino-
type ganbling in Al aska. He noted that Alaska is one of only
two states that don't allow for-profit ganbling.

9:04: 04 AM

REPRESENTATI VE HARRI S surm sed then that HB 208 would elimnate
the ability of Al aska Native tribes/corporations to participate
in a business opportunity such as gam ng.

REPRESENTATI VE CRAWFORD repl i ed yes.
9:04: 31 AM

REPRESENTATIVE M LLETT asked if the sponsor is trying to
establish a mechanismto stop Indian gam ng.

REPRESENTATI VE CRAWFORD related that the casino businesses use
Indian gamng operations as a door to ganbling. The
af orenenti oned happened i n Loui si ana.

9: 05: 50 AM

KEN ALPERS, Staff, Representative Harry Crawford, Alaska State
Legi sl ature, speaking on behalf of the sponsor, Representative
Crawford, explained that the legislature banned Mnte Carlo
nights and associated activities in 1995 primarily to disallow
I ndian gam ng. The provision in the cruise ship initiative that
t axes gam ng opens a | oophole the |egislature consciously closed
15 years ago. This legislation nerely tries to ensure that
| oophol e remai ns cl osed.

9:06: 28 AM

REPRESENTATI VE M LLETT commented that the cruise ship initiative
included many things to which many people weren't aware. She
then asked if the sponsor could walk her through the current
process of a tribe opening a casino in Al aska.

REPRESENTATI VE CRAWFORD answered that there is no such process
because heretofore it hasn't been all owed.

9:07: 09 AM
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REPRESENTATI VE M LLETT inquired as to the federal process for a
tribe to work with the state to open a casi no.

MR. ALPERS explained that under the Indian Gam ng Act of 1988,
states are allowed to enter into agreenents and conpacts wth
tribes to regulate Cass 3 gam ng. The federal |aw requires
that the state has to allow the activity to take place. The
[law says] "If the state permts such gamng for any purpose by
any person, organization, or entity." The first step, he
further explained, is for the state to enter into a conpact
The state hasn't done so because the state doesn't permt any
such gam ng for any purpose, organi zation, or entity.

9:07:56 AM

REPRESENTATI VE M LLETT requested an explanation of the exact
| oophol e that HB 208 addresses.

MR. ALPERS expl ained that that the courts could construe that by
taxing this gamng activity, the state is indirectly permtting
it.

REPRESENTATI VE M LLETT surm sed then that the legislation is in
response to fear of court action.

9: 09: 38 AM

REPRESENTATI VE CRAWFORD directed the conmttee's attention to a
docurent entitled "Way W Need HB 208; A Brief Legal History,"
from whi ch he paraphrased fromthe foll ow ng paragraph:

In response to the Cabazon case, Congress passed the

I ndian Gamng Regulatory Act of 1998 (IGRA). Thi s
established the three "classes” of gamng that we use
t oday. It also explicitly recognized the role of

tribal gamng for |ocal econom c devel opnent and self
sufficiency. The Act created a National |ndian Gam ng
Comm ssion, which directly regulated Cass 2 gan ng
(bi ngo), and required state-tribal conpacts to
regulate Cass 3 gaming (slots, casinos, etc). Si nce
this act, tribal ganbling revenue increased from $100
mllion in 1998 to $17.7 billion in 2006.

REPRESENTATI VE CRAWFCORD inforned the conmttee that prior to
| GRA few states allowed |arge casinos, but now casinos in the
Lower 48 have proliferated. Al aska has expressly denied
expansi on into gam ng, which he said he wants to continue to do.
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9:11: 04 AM

REPRESENTATI VE M LLETT asked which states with Class 3 gamng
have fornmed conpacts and which haven't, but have been forced to
allow gamng due to court action. She further asked that the
delineation between those states that have wllingly entered
into conpacts and which have been forced into a conpact be
speci fi ed.

REPRESENTATI VE CRAWFCORD said he couldn't provide the actual
nunber of states or specific states. However, he said he could
provi de sone exanples of states that have been forced to open up
to for-profit ganbling.

9:12: 03 AM

REPRESENTATI VE CRAWORD, in response to Co-Chair Herron, said
that he didn't know how the vessels regulate the tax collected
for the onboard gam ng. However, he surmsed that it is self-
report ed.

MR. ALPERS explained that the initiative statute specifies
adj usted gross earnings: revenue | ess payouts and expenses and
so forth. He said that to the extent there is a regulatory
process, he said he wasn't aware of the details.

9:13: 07 AM

COCHAIR HERRON related his understanding that for other
bi ngo/pull tabs a municipality has the ability to negotiate the
| ocal tax on gam ng. However, the |ocal operator has no ability
to negotiate with the state. Therefore, he surm sed that the 33
percent tax was arbitrary and voted on by the people rather than
negoti ated between the operators and the legislature or the
gover nor.

REPRESENTATI VE CRAWFORD confirnmed that the 33 percent tax was in
the cruise ship initiative.

9:14: 07 AM

CO CHAIR HERRON said that the sponsor, in reference to the
| oophole the legislation is trying to close, has used exanples
of | and-based |oopholes in other states, but this is a water-
based | oophol e. He asked if this water-based | oophole has been
used in other states.

HOUSE CRA COW TTEE -19- February 16, 2010



REPRESENTATI VE CRAWFORD i nfornmed the committee that in Louisiana
river boats were wused for ganbling. Those river boats wth
ganbling couldn't be parked, but once those river boats were
anchored in state waters ganbling onshore began.

9:15:19 AM

CO- CHAIR HERRON asked if the water-based exanple in Al aska
exi sts el sewhere. He pointed out that the cruise ships in
Al aska nmove in and out of international waters.

REPRESENTATI VE CRAWCRD acknowl edged that the situation in
Al aska may be a different animal than [the Louisiana situation].
However, he rem nded the conmittee that [taxing the ganbling
onboard cruise ships] wll result in the state relying on sone
judge to determ ne whether the state allows ganbling or not. He
reiterated his belief that the initiative offers a | oophole
t hrough which ganbling in Al aska coul d take a f oot hol d.

9:16: 31 AM

COCHAIR HERRON said that he needs nore information, and
inquired as to what the | oophole is.

MR. ALPERS related that the foundation |awsuit arose when the
Mashant ucket Pequot Tribe of Connecti cut with a small
reservation sued the State of Connecticut, which didn't have any
interest in being in the casino business. Because the State of
Connecticut allowed church Mnte Carlo nights, the tribe was
able to convert its small bingo hall into what's now one of the
| argest casinos in the world. Al though it's inpossible to say
what a judge would do, the |oophole is that the state allowed
[ Monte Carlo night ganbling] so it had to be allowed for the
tribal entity. Therefore, the sponsor believes that by
acknowl edging and collecting taxes on gamng, the state is
al | owi ng gam ng.

REPRESENTATI VE CRAWORD then related a <case in which the
Coushatta Indians in Louisiana had no traditional |ands.
However, they bought several acres in an urban area and referred
to those lands as Indian | ands. The Coushatta Indians went to
court and now a casino is on the |lands they designated as |ndian
| ands, although there was no traditional use on those | ands.
Therefore, Representative Crawford opined that if the |oophole
in Alaska isn't closed, it will be successfully used to bring
casino ganbling in Al aska. He referred to it as a back door
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attenpt to allow ganbling. Whet her the state allows for-profit
ganbling is sonething that should require a vote of the people.

9:19:57 AM

REPRESENTATI VE M LLETT asked if the sponsor is suggesting that a
tribe could sue Al aska and force the state into a conpact.

REPRESENTATI VE CRAWFCRD responded yes. In further response, he
opined that the <courts could require the governor or the
| egislature to sign a contract. The aforenmentioned is the

reason why when Klawock wanted to construct a casino the
| egi sl ature banned Monte Carlo nights in the state in order to
elimnate the basis of a lawsuit.

9:21: 03 AM

REPRESENTATIVE M LLETT said that she has a copy of the
Connecticut State Conpact that allows gamng and can't find
where it says a court action caused gamng to be allowed in
Connecti cut .

REPRESENTATI VE CRAWFORD interjected that it's the Indian Gam ng
Regul atory Act of 1988 that actually caused [gaming to be
all owed in Connecticut].

REPRESENTATI VE M LLETT pointed out that IGRA is voluntary and
only requires that a state conpact be signed. She then asked if
all the state conpacts are in reaction to a |lawsuit or do states
enter into the conpacts voluntarily. She related her
understanding that states enter into the conpacts voluntarily.
She further asked if the courts can force a state into a
conpact .

REPRESENTATI VE CRAWFORD replied yes, a court can force the state
into a conpact allow ng ganbling.

REPRESENTATI VE M LLETT requested exanples in which the courts
have required the governor and the |l egislature to do sonethi ng.

REPRESENTATI VE CRAWORD offered to provide specific exanples
| at er.

MR. ALPERS related his wunderstanding that the Connecticut

Conpact was the result of a |awsuit. The State of Connecti cut
didn't want to enter into such a conpact, but was forced to by
the courts. The aforenmentioned doesn't necessarily need to
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specify such in the conpact as it only nakes the rules for
gam ng. The legal history leading to the conpact is separate
fromthe conpact itself.

REPRESENTATI VE CRAWORD interjected that in the case with the
Coushatta Indians, the state [of Louisiana] didn't want to
[al | ow gaming], but it was forced to do so by the court.

9:23: 22 AM

CO CHAIR HERRON referred to the sponsor's docunent entitled "Wy
W Need HB 208; A Brief Legal H story," which says "that a
state-tribal contract nmust allow a particular sort of ganbling
if the state 'permts such ganming for any purpose by any person,
organi zation, or entity."'" Since Alaska prohibits Mnte Carlo
nights [and |1 GRA] includes the aforenentioned |anguage, Co-Chair
Herron inquired as to what he is m ssing.

REPRESENTATI VE CRAWORD specified that the cruise ships allow
sl ot machines, roulette wheels, and other ganbling ganes, which
is the |oophole he wants to close. This legislation isn't
addressing the onshore Mnte Carlo nights as those were
addressed in the 1990s.

9: 24: 56 AM

CO- CHAIR HERRON pointed out that Al aska doesn't permt the
crui se ship ganbling, the state nerely taxes it.

REPRESENTATI VE CRAWORD reiterated that the problem is that by
taxing and acknow edging the ganbling, it's inplicitly
permtting it.

9: 25: 24 AM

REPRESENTATI VE HARRI S asked if the initiative was witten in a
manner to allow gamng in the state.

REPRESENTATI VE CRAWFCRD replied no.

REPRESENTATIVE HARRIS inquired then as to why the initiative
i ncl udes taxing gam ng.

REPRESENTATI VE CRAWFCORD said that he didn't want to assune the
notive of the initiative sponsors, but opined that they felt
that the cruise ship industry was taking advantage of the state
and not contributing to the extent they should be. He further
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opined that the initiative sponsors felt that there were a
nunber of areas within the cruise industry that the state should
t ax.

9:26: 57 AM

REPRESENTATIVE HARRIS asked if the law was in place that
prohibited for-profit ganbling when the cruise ship initiative
passed.

REPRESENTATI VE CRAWORD answered that the |aw banning Monte
Carlo nights was in place when the cruise ship initiative was
passed. In further response to Representative Harris,
Representative Crawford said he didn't believe the cruise ship
initiative specifically says that it would tax for-profit
ganbling on cruise ships in Alaska waters, but rather
characterized it as an inadvertent | oophole.

9:28: 20 AM

REPRESENTATI VE HARRI S surm sed then that Representative Crawford
was conceding that the cruise ship initiative included at |east
one uni nt ended consequence.

REPRESENTATI VE CRAWFORD replied yes, that's a possibility.
9:28:59 AM

REPRESENTATI VE M LLETT requested that Representative Crawford
provide to her the specifics of the |oophole as she is stil
having difficulty understandi ng what the | oophole is.

REPRESENTATI VE CRAWORD agreed to do so. He then reiterated his
belief that it's not in Alaska's best interest to have for-
profit ganbling in the state.

9: 30: 23 AM

CO CHAIR MUNOZ requested additional information regarding the
Connecti cut exanple be provided to the commttee.

9: 30: 32 AM
REPRESENTATI VE HARRI S related his understanding that in Al aska
there are many opportunities for people to participate legally

in not-for-profit ganbling so long as there's no profit to the
sponsor of the ganes.
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REPRESENTATI VE CRAWORD agreed that such exists, and said that
he isn't trying to outlaw that as those are situations in which
a consenting adult participates in ganbling.

REPRESENTATI VE HARRIS surmsed then that Alaska has said it
won't allow organi zed for-profit ganbling, but hasn't prohibited
ganbling in situations in which folks get together for a poker
gane that they don't advertise and for which the sponsor of the
gane doesn't take a cut.

REPRESENTATI VE CRAWCRD responded that he isn't advocating
anything in law to prohibit non-organi zed ganbling for which the
sponsor doesn't take a cut.

MR. ALPERS clarified the differences between Cass 2 and Cass 3
gam ng, as follows. Al of the regulated nonprofit gamng in
Alaska falls under Class 2 gaming, such as bingo, pull tabs,
et cetera. No C ass 3 gaming, such as video games, table ganes,

or slot mnmachines, is allowed in the state except on cruise
shi ps. He said that he wasn't sure of the specific status of
poker, and thus wouldn't address it. He pointed out that there

are no black jack tables or slot machines in the allowed
nonprofit gamng in the state.

REPRESENTATI VE CRAWORD interjected that roulette wheels and
vi deo poker machi nes are outlawed in Al aska.

9:34:51 AM

COCHAIR MUNQZ asked if the inplementation of the tax has
i npacted the location of the ganbling activity and the anmount of
ganbling activity that occurs in state waters.

REPRESENTATI VE CRAWFORD deferred to the cruise ship industry.

MR. ALPERS inforned the conmmttee that the cruise ship casinos
aren't open while in port, but are able to open once the vesse
breaks from the port. He reminded the conmittee that the $6.8
mllion last year, including the $50 head tax, is deposited into
t he subaccount to the general fund (GF). He specified that the
funds fund cruise-related inpact projects.

9:36:12 AM

COCHAIR MUNQZ thanked the sponsor for bringing this issue
before the commttee as it's an inportant issue.
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9:36:41 AM

JOHANNA BALES, Deputy Director, Tax D vision, Departnent of
Revenue, infornmed the commttee that the Departnment of Revenue
(DOR) doesn't believe that taxing this activity makes this type
of ganbling legal in the state. She related DOR has conferred
with DOL as well. M. Bales confirnmed that Cass 3 ganbling is
illegal in Al aska. The only type of ganbling allowed in the
state is ganbling that's for charitable purposes. However,
federal law prohibits Alaska from nmaking it illegal for cruise
ships [to allow gamng]. She pointed out that there is a
definition of the type of vessel that can conduct ganbling in
Al aska waters. Basically, the only vessels that are allowed to
conduct gamng in Alaska's waters are those with a voyage that
includes a stop in Canada and or another state other than Al aska
and stops at two different ports in Alaska during its voyage.
Still, such a vessel is not allowed to conduct within three
nautical mles of any port within A aska. The aforenentioned is
specified in the federal |aw. Ms. Bales clarified, "The only
reason that these cruise ships are allowed to conduct gam ng
activities is because the federal |aw prohibits the State of
Al aska from making that illegal in Al aska waters." However,
ganbling in Alaska and in Al aska state waters is illegal, save
t he af orenenti oned prohibition under federal |aw.

M5. BALES then pointed out that there are various illegal
activities conducted in the state and nation. For exanple, it's
illegal to be a drug dealer in the US., but the incone made
fromthat activity is taxable under federal incone tax |law. The
activity isn't made legal by virtue of it being taxed.

9:39:42 AM

REPRESENTATI VE HARRI S i nquired as how far out do Al aska's waters
reach for taxation purposes.

M5. BALES answered Al aska waters are those waters three mles
from shore. In further response to Representative Harris, M.
Bal es confirnmed that the legislation refers to three nautica
mles fromthe port, which could extend any direction.

9:40:19 AM
M5. BALES, in response to Representative Gardner, clarified that

under the federal law the state is allowed to prohibit gamng
three mles froma port. Therefore, [the vessel] could still be
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within the three mles in Al aska waters but three mles from a
port. She further clarified that so long as the vessel is three
mles away from a port along the coast, the vessel can conduct
ganbling activities.

9:41: 49 AM

JOE CELDHOF, Legal Counsel, Responsible Cruising in Al aska,

began by noting that he was one of the primary authors of the
cruise ship initiative. He explained that the portion of the
cruise ship initiative related to taxing [ganbling] can be
traced back to the 1980s. At that tinme, the Ofice of the
Attorney General in |oose cooperation with the U S. Departnent
of Justice began reviewng ganbling operations in Alaska
territorial waters. Al though there was never any forna

enforcement, when the Federal Bureau of Investigation (FBI)
becanme interested in the enmerging cruise ship market that
i ncluded ganbling it was apparent that there were nore questions
than answers. He opined that the cruise industry understood the
hei ght ened I nt erest in t he ganbl i ng activities W t hin
territorial waters, and used the appropriate influence to
achieve the law referenced by Ms. Bales. The aforenentioned |aw
basically prohibited Al aska from stopping [ganbling activities].

The aforenentioned was an unusual prohibition that raised
concerns with lawers regarding whether the federal governnent
could prohibit the state from acting. He noted that the basic
doctrine is wthin the Tenth Anendnent. During the
af orenenti oned di scussion, fornmer |egislator Hugh Ml one pointed
out that the cruise industry had created a |oophole that says
the state can't prohibit [ganbling on the cruise ships]. M.

Mal one suggested that rather than continuing with litigation,

the state should tax the activity. M. Celdhof recalled the
di scussion at the time was that [ganbling on cruise ships] would
be taxed and the activity wouldn't be sanctioned.

MR. GELDHOF then turned to the 33.3 percent taxation on cruise
ship gaming was taken from existing statute for charitable

gam ng. He noted that it wasn't anticipated that the 33.3
percent "takes the oxygen out of any profit." According to the
initiative, the taxation of cruise ship ganbling has returned
about $6.8 nmillion a year. Although the cruise industry may not
like the law, it does |like the opportunity for its passengers to
ganbl e. M. Celdhof characterized the law as a peculiar
response to a unique set of circunstances. Furthernore, the |aw
hi ghlights that geography still mtters and takes the state's
fair share according to the charitable gam ng statute. M.

CGel dhof explained that the taxes collected on ganbling goes into
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the |arge passenger account, but those funds are unrestricted

and can be spent wthout regard to the federal |aw that
specifies the funds have to be spent on safety and efficiency of
the passengers and the vessel. M. Gel dhof opined that the

concern should arise when one wants the cruise ship deal and
requests a conpact.

9:48: 45 AM

REPRESENTATI VE HARRI S t hanked M. Celdhof, who he characterized
as a voice of reason, for being present today. He asked M.
Gel dhof if it would be fair to say that he opposes HB 208 as
it's a dramatic departure fromthe intent of the sponsors of the
initiative.

MR. CGELDHOF stated that in the |arger concept of the cruise ship

initiative, the ganbling tax was a small piece of cleanup
| egislation to address sonething that had been around since the
1980s. The initiative seenmed to bring sone resolution to the

ganbling issue, and he opined that the drafters of the
initiative "got it nore right than wong."

9:50: 34 AM

REPRESENTATI VE M LLETT inquired as to why the ganbling tax was
included in the cruise vessel passenger tax initiative. She
further inquired as to what the authors of the initiative were
trying to gain by including the ganbling tax in the initiative.

MR. CELDHOF restated the history of the issue with ganbling in
state waters in which the cruise industry ultimately trunped the
state's law that ganbling in Alaska is not legal with a federa
statute that prevented Al aska from saying that ganbling in state

waters is illegal. 1In response to the aforenentioned and rather
than going through litigation, it was determ ned to be necessary
to tax what the state still believes to be illegal activity.

The levy rate was set at 33.3 percent, the charitable gam ng
provi sion. The thought, he opined, was that if gamng is going
on in Alaska [waters] and the state can't prevent it, then the
state should receive the same percentage as it would from
charitabl e gam ng.

9:52:52 AM
REPRESENTATIVE M LLETT asked if M. CGel dhof believes this

taxation of cruise ship ganbling is grounds to open up to C ass
3 gaming in Al aska.
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MR. GELDHOF said that upon reviewing the federal and the state
law, there's no easy deal to get because at best one woul d have
to operate a |large passenger vessel in foreign carriage that has
a port outside. M. Celdhof opined that in Alaska there's no
opportunity to do what is done in Louisiana or Indiana wth
near - shore ganbli ng. Furthernmore, M. Gel dhof pointed out that
t he ganbling revenue for the cruise industry is incidental and a
full -bl own seasonal business can't be built on such revenue.

9:55:18 AM

REPRESENTATI VE GARDNER recalled M. Geldhof saying that if a
lawsuit is brought on the grounds that the sponsor fears, the
state could address it by renoving the ganbling tax. She asked
if it would be too late at that point.

MR. GELDHOF answered that he didn't believe so. At the point,
sonmeone conmes forward to leverage the state and the governor
desires a conpact, that's when a working group would likely cone
together and one of the options would likely be to renpove the
t ax.

9:57:45 AM

VR. GEL DHOF, in response to Representati ve Crawf or d,
acknow edged that there is a scenario in which sonmeone wants the
ganbling deal and a conpact is signed. He further acknow edged
that in the course of the conpact, the party could agree to the

termns. However, the likelihood of the aforenentioned seens to
be very renote. He opined that his experience is that whatever
the scenario, it will require deliberation and will nove slowy.
10: 00: 11 AM

CO- CHAI R MUNOZ announced that HB 208 woul d be hel d over.

10: 00: 38 AM

CO CHAI R HERRON surnised that basically Alaska's |law, due to the
initiative, is a fairly high hurdle, particularly for soneone
who is in business to make a profit. Therefore, he questioned
whether the tax is appropriate to keep on the books.

MR. CGELDHOF opined that the real issue for the legislature is

obtaining funds from taxing ganbling while not allow ng ganbling
besides in a very peculiar fashion. "The real challenge here,”
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he opined, "is spending the $6.8 [million] or whatever the yield
is for the benefit of our state in a thoughtful way."

[ HB 208 was hel d over.]

10: 02: 18 AM

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

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 10:02 a. m
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