SENATE FI NANCE COWM TTEE
April 14, 2010
9:35 a. m

9:35:25 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Commttee
nmeeting to order at 9:35 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Johnny Ellis

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

ALSO PRESENT

M| es Baker, Staff, Co-Chair Stedman; Representative Jay
Ranras; Derik Mller, staff, Representative Mke Kelly;
Jenni fer Senette, Staff, Representative Kurt O son; Senator
Gary Stevens.
SUMVARY
SB 309 GAS EXPLORATI ON\ DEVELOPMENT TAX CREDI T
SB 309 was SCHEDULED but not HEARD.
SCR 19 LE@ S. TASK FORCE: H GHER ED SCHOLARSHI PS
SCR 19 was REPORTED out of Committee with a "do
pass” recommendation and wth one new fiscal
i npact note fromthe Legislative Affairs Agency.
HB 114 USE STATE TRANS FACI LI TY FOR DI SASTER Al D
SCS CS HB 114 was REPORTED out of Conmittee with

a "do pass" recomendation and wth one new
fiscal note from the Departnent of Comerce,
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Community and Economic Devel opnent and three
previ ously published zero fiscal notes:

TRAUMA CARE CENTERS/ FUND

HB 168 was SCHEDULED but not HEARD.

AK FI REARMS EXEMPT FROM FED. REGULATI ON

CS HB 186 was REPORTED out of Committee with a
"do pass” recommendat i on and W th one
indeterminate fiscal note from the Departnment of
Law.

NATURAL GAS: STORAGE/ TAX CREDI TS

HB 280 was SCHEDULED but not HEARD.

ADVI SORY VOTE ON | N- STATE GAS PI PELI NE

HB 312 was REPORTED out of Conmittee with no
recommendation and with one new fiscal inpact
note from the Departnent of Conmerce, Comunity
and Econom c Devel opnent and one new zero fisca
note fromthe Departnent of Revenue.

PUBLI C ACCOUNTI NG

HB 315 was REPORTED out of Conmittee with a "do
pass” recommendation and wth one new fiscal
inpact note from the Departnent of Commerce,
Communi ty and Economi ¢ Devel oprent.

FI REARVS

HB 319 was REPORTED out of Conmttee with a "do
pass" recomendation and wth two previously
publ i shed zero notes: FN 1 (DPS), FN 3 (LAW.

FI SH PROCESSOR FEES, LI CENSES, RECORDS

HB 365 was SCHEDULED but not HEARD.

G O BONDS: EDUC. / LI BRARY/ RESEARCH FACI L.

HB 424 was SCHEDULED but not HEARD.
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#hb312
HOUSE BILL NO. 312

"An Act authorizing an advisory vote on use of Al aska
permanent fund earnings for an in-state natural gas
pi peline; and providing for an effective date.™

9:37:44 AM

Co- Chair Hoffrman proposed conmittee substitute, work draft
#26- LS1633\'S, Bul | ock, 4/13/10. Co-Chair Stedman OBJECTED.

M LES BAKER, STAFF, CO CHAIR STEDMAN di scussed CS version
S. He noted title changes conformng to the CS. Section 1
and 2 remain unchanged. Section 3 was added to the bill
The term "passenger" has changed. Section 4, 5, and 6
address the commercial passenger vessel head tax account
and its uses. The proceeds of the head tax route into the
commerci al passenger vessel head tax account. He commented
that Page 3, Lines 3 and 4 state that the |egislature my
appropriate from the account for two purposes. The first
purpose is listed in Section 5, Line 10, "first five port
of call paynments." Section 6 addresses the second purpose
of the fund. The nechanism of the fund has not changed.
Wth the CS, the first five port of call paynments once
allocated to the conmunities, mnust be wused for port
facilities, harbor infrastructure, and other services
provided to the commercial passenger vessels and the
passengers on board.

M. Baker continued that Section D addresses any bal ance
remaining in the fund for appropriation by the |egislature.
The |anguage on Page 3 states that the legislature may
appropriate noney from the comrerci al passenger tax account
to projects that inprove port and harbor infrastructure,
provide services to comercial passenger vessels and the
passengers aboard the vessels, and inprove the safety and
efficiency of the interstate and foreign commerce
activities in which the vessels and the passengers on board
those vessels are engaged. The |anguage was changed to
clarify that the funding is intended for services provided
to those vessels and their passengers and the structure of
the statute has been changed to clarify.

9:45:13 AM
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M. Baker continued with Section 7 and the Departnent of
Revenue's (DOR) responsibility in distributing the paynents
subject to appropriation. Section 8 addresses the | ocal
| evees. The communities with the local head tax in place
prior to the passage of the original citizen's initiative
were grandfathered in. The original bill proposed that if a
vessel travels to one of the two ports, the local taxes are
credited out of the $34.50 tax paid per passenger. The
previous CS allowed the grandfathered communities to raise
the local taxes a conbined total of $2.25 establishing a
grandfather floor of half of the $34.50. The current CS
instead allows the conmunities to be grandfathered in and
the local taxes to be credited against the state tax.
Communities will not be allowed to raise the local taxes
against the state tax. Section 12 changes the effective
date to Cctober 31, 2010.

9:50: 31 AM

M. Baker noted that the port of <call paynents are
addressed in Section 5. The first five ports of call are
eligible for the revenue sharing paynents. Those revenue
sharing paynments in the CS have been reduced from $5 to $4.
Because Juneau is a unified city with an existing head tax,
they do not receive the revenue sharing paynents. Ketchikan
with tw separate governnents has not received paynents,
but the borough receives $2.50.

9:52:56 AM

Senat or Thonas noticed that |anguage was altered to address
the reduced tax and the first five ports of call. He asked
about Section 6 and the detailed listing of potential uses
for the revenue. M. Baker responded that Section 5
provides direction to comunities subject to annual
appropriation by the legislature. Upon appropriation, the
section clarifies the |anguage on Page 3, Line 24, where
three types of expenses are eligible for funding. The funds
nmust be provided to the vessel and the passengers on board.
Changing the word "or" to "and" creates the stipulation
that the noney be spent on port facilities, harbor
infrastructures, and other services. Section 6 states that
the legislature nmay appropriate for projects that inprove
port and harbor infrastructure, provide services to
comerci al passengers, or inprove safety and efficiency of
interstate and foreign comerce activities on those vessels
and passengers.
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Senat or Thonmas opined that the CS |anguage | acks
flexibility.

9:57:48 AM

Senator Egan requested an explanation of the spreadsheet
"Port of Call Paynment Scenarios" (copy on file). He asked
for a prediction of the port of call paynment for Juneau.

M. Baker reviewed the nentioned spread sheet which lists
the communities and the passenger port of call nunbers from
the revenue, ranked in total for the three year program
Juneau is the nunber one port of call with 2.97 mllion
passengers in three years. He noted that the Minicipality
of Anchorage nmay have 125 thousand visitors. He stated that
a projection for Anchorage could be obtained by multiplying
125,000 by $5 or $4 as it is in the current CS. The DOR s
forecasted passenger traffic in the 2010 colum shows a 15
percent reduction from 2009. The bottom half of the
spreadsheet shows the passenger nunbers and the conmmunity
sharing amounts to the ports of call. Juneau and the City
of Ketchi kan have not received noney from the $5 revenue
sharing program The right side of the spreadsheet exhibits
the port of call paynent anobunts under the status quo using
the 15 percent traffic reductions estimted by DOR He
noted that if the port of call paynment remains at $5 and
the restriction on Juneau and Ketchikan is renoved, the
di fference i s apparent.

10: 05: 59 AM

M. Baker reviewed spreadsheet "SB 312 Version A" (copy on
file) which addresses the cash flow into the state. The
current excise tax is $46. The two |local taxes for Juneau
and Ketchi kan are listed. Under the current bill, a visitor
to both towns allows for $19.50 per passenger to be
distributed in port of call paynents. If the port of call
paynents are reduced 25 percent, the new anount would be
$3.75. The proposed ampunt in the CS is $4 which is sinpler
to divide.

10: 08: 44 AM

M. Baker continued to describe the graph. Using the DOR
passenger traffic forecast for 2010 of 850 thousand
passengers and a three port of call itinerary, a five
dollar port of call paynent would allow sixty four percent
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of the passengers paying an excise tax of $19.50 to equa
$10, 500,000 in state revenue. The port of call paynments for
the three ports of call equals $8 nillion and |eaves a
bal ance of $2.4 mllion. He nmentioned other itinerary
scenarios via the spreadsheet.

Senator Egan requested the anobunt received by the state
| ast year. M. Baker responded that the 2009 cruise season
anounted to approximately $41.2 mllion with $10.3 mllion
allocated to the regional cruise ship fund and $30.9
mllion to the commercial passenger vessel tax account. He
explained that $10 mllion were paid in port of cal
paynents. The |egislature and the governor appropriated $54
mllion in last year's capital budget and $500 thousand
from the regional fund for the Wittier tunnel operation
He nmentioned that the balances have rolled forward wth
nore revenue than was appropriated. The legislature
appropriated $15 million in the 2009 capital budget cycle.

10:13:40 AM

Co-Chair Stedman offered an additional spreadsheet wth
2009 project information.

Senator Egan asked if the CS precludes Sitka, Haines, and
Hoonah from instituting a fee. M. Baker understood that
not hing precludes establishnent of a standard fee or
raising a current fee.

Senat or Egan asked if industry will continue the lawsuit if
the CS is adopted. He nentioned the recent news rel ease and
whet her industry would accept the CS as a conprom se.

Co-Chair Stedman responded that the |egislation does not
alter the dollar anmount of $34.50. He stated that he did
not expect opposition. M. Baker added that the CS does not
alter the $34.50; only the distribution by the state is
changed. He commented that the CS tightens up the |anguage
in terns of allowable uses of the funds. He opined that the
i ndustry woul d be anenable to the changes.

10:17: 40 AM

Senat or Thomas asked about an estimation of funds avail abl e
for Denali Park or the Interior where one third of
passengers arrive. M. Baker responded that the noney
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avai l able based on the 2010 traffic projections is $4.3
mllion. He was unsure about the division of funds.

Senat or Huggi ns commented that many of the visitors trave
t hrough Wasilla and Pal ner.

Co-Chair Stedman renoved his OBJECTION. There being NO
OBJECTION, it was so ordered. Version S adopted.

Co-Chair Stedman nentioned one fiscal note from DOR
reflecting the annual loss of $22 nillion in cruise ship
passenger receipts and one fiscal note from the Departnent
of Conmerce, Community and Econom c Devel opnent (DCCED) for
$10 million to conduct periodic reviews.

Co-Chair Hoffman noved anendnent one. Co-Chair Stednan
OBJECTED.

10: 20: 29 AM

M. Baker explained Arendnent 1. He noted that the ganbling
tax proceeds are general fund proceeds. The conmmercial
passenger vessel tax account is restricted on its use and
will becone nore restrictive under this bill. The noney
remains in the account and has not been appropriated. He
bel i eved that past ganbling tax proceeds have | apsed to the
general fund or becone part of a reverse sweep. He stated

that approximately $12 million of ganbling tax noney wll
be available at the end of 2010 in the commercial passenger
vessel tax account. Amendnment 1 sinply deposits the

ganbling tax funds into the general fund.

Co-Chair Stedman renoved his OBJECTI ON. Anendnent one was
adopt ed.

Co-Chair Stednan referenced the port of call spreadsheet
cal cul ations. The CS shows a $4 port of call amount which
gives the communities less than expected. He asked
commttee nmenbers' opinions regarding raising the port of
call nunmber to $5.

10: 24: 24 AM

M. Baker commented that the difference between the four
and the five dollar head tax based on the 2010 traffic
proj ections |eaves a balance of $7.1 million at the end of
the year leading to a $3 nmillion difference from the $4
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port of call paynment. He pointed out the principal change
in the balance of the fund is not a product of the
adjustnment to the port of <call paynents. He noted the
increased revenue due to the addition of Juneau and
Ket chi kan.

10: 26: 43 AM

Senat or Huggi ns advocated for the "path of | east
resi stance. "

Senator O son advocated for |ocal control. He opined that
noney at the local |evel allows for proper spending. He
stated that the $5 port of call tax would be best.

Senator Egan appreciated the lower $4 tax and the need to
work with the industry to inplenent the fee. He understood
that needs exist in all of the various ports in Southeast
Al aska. The cruise ships directly affect comunity
infrastructure. He preferred the $5 tax.

10: 29: 13 AM

Co-Chair Hof fmran Moved Anmendnment 2. Co-Chair St ednan
OBJECTED.

M. Baker explained that Anmendnent 2 replaces the three
sections of the bill identifying the anount of the port of
call paynents. The current CS states that the port of cal
paynents are $4 for each passenger. The anendnent changes
the anobunt to $5. Line 19 and 20 of the sane page splits
the $5 to $2.50 bringing the CS back to revenue anmpunts in
the current |aw

Senator Egan supported the anmendnent as he felt it was
unfair for certain comunities to be left out as the
infrastructure needs are uni ver sal anong sout heast
comunities.

Co-Chair Stednman renoved his objection. Anendnent 2 was
adopt ed.

Co- Chai r Hof fman MOVED  Concept ual Amendmnent 3 wth
correspondi ng nuneric changes on Line 7 changing the "five"
ports of call to "seven." There being no OBJECTION
Amrendnent 3 was adopt ed.
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Co- Chair Hof fman MOVED to report CS SB 312 out of Conmittee
wi th individual recommendations and the acconpanying fiscal
not es.

Senator Egan OBJECTED for further information on Anendnent
3. M. Baker suggested reviewing the spreadsheet and the
concern regarding the current |law. The additions of |onger
cruise routes necessitate the change from five to seven
ports of call. The effect of the anmendnent is to allow the
sixth and seventh port to receive a paynent wth an
incremental difference of $100 thousand. Senator Egan asked
if the current average was 3.4 ports of call visited by
crui se ship passengers. M. Baker concurr ed.

Senator Egan renobved his OBJECTION. There being NO
OBJECTION, it was so ordered.

HB 312 was REPORTED out of Committee with no recommendati on
and with one new fiscal inpact note from the Departnent of
Commerce, Community and Econom c Devel opnent and one new
zero fiscal note fromthe Departnent of Revenue.

#hb114

CS FOR HOUSE BI LL NO 114(TRA) am
" An Act relating to availability of state
transportation facilities and state-owned or state-
oper at ed transportation nodes for del i vering

conpassi onate aid."

10:41: 46 AM

Co-Chair Hoffman introduced HB 114 noting its second
hearing in the Senate Finance Commttee.

REPRESENTATI VE JAY RAMRAS offered to answer questions from
the conmitt ee.

Co-Chair Hoffman noted four =zero fiscal notes from the
Department of Conmerce, Community and Econom c Devel opnent
(DCCED), the Departnent of Transportation and Public
Facilities (DOT/PF), the Departnment of Fish and Gane (DFQ,
and the Departnent of MIlitary and Veterans Affairs (DWA)

Senator Huggins MOWED to report SCS CS HB 114 out of
Committee wth i ndi vi dual reconmendati ons and t he
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acconpanyi ng fiscal note. There being NO OBJECTION, it was
so order ed.

SCS CS HB 114 was REPCORTED out of Committee with a "do
pass” reconmendation and with one new fiscal note from the
Depart ment of Commrerce, Conmunity and Econom c Devel opnent.

#hb186

CS FOR HOUSE BILL NO. 186(FIN) am
" An Act decl ari ng t hat certain firearns and
accessories are exenpt fromfederal regulation.”

10: 43: 36 AM

Co-Chair Hoffrman noted that today's hearing was the second
for the bill.

DERI K M LLER, STAFF, REPRESENTATIVE M KE KELLY stated that
he was avail able to answer questi ons.

Co-Chair Hoffman nentioned one indetermnate fiscal note
from Departnent of Law (DQL).

Senat or Huggins MOVED to report CS HB 186 out of Conmittee
wi th individual recommendations and the acconpanying fiscal
not e.

CS HB 186 was REPORTED out of Commttee with a "do pass”
recommendation and with one indetermnate fiscal note from
t he Departnent of Law.

#hb319
CS FOR HOUSE BILL NO. 319(FI N

"An Act relating to firearnms; and providing for an
effective date.”

10:44: 41 AM

Co-Chair Hoffrman noted that the bill was first heard on
April 13, 2010. He requested further consideration fromthe
conmmittee.

Senat or Huggins MOVED to report CS HB 319 out of Commttee

wi th individual reconmmendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.
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CS HB 319 was REPORTED out of Conmmttee with a "do pass"”
recommendation and wth tw previously published zero
notes: FN 1 (DPS), FN 3 (LAW.

#hb315
HOUSE BILL NO. 315

"An Act relating to public accounting; and providing
for an effective date."

10: 45: 53 AM

Co-Chair Hoffrman i ntroduced the bill and asked for the wll
of the commttee.

Senat or Egan MOVED TO ADOPT Anendnent 1.

Page 9, line 29, follow ng "renewal ":

Insert ", except that the length of a renewal for
an out-of-state permt nmay not exceed four years"

Page 10, line 12, followi ng "privilege":
| nsert "shall"

Page 12, |ine 11:
Delete "the other [TH S| "
Insert "this or the other"

Co- Chair Hof f ran OBJECTED.

Senat or Egan expl ai ned the anmendnent and the changes to the
| anguage. The first change limts renewals for out of state
permts. Current regulations allow two year renewals. The
second change inserts a mssing "shall" ~correcting an
om ssion. The third change corrects an inadvertent error
t hereby enforcing violations of Al aska | aw

JENNI FER SINNET, STAFF, REPRESENTATIVE OLSON stated that
t he sponsor agrees with the amendnent.

Co-Chair Hoffrman renoved his OBJECTI ON. Amendment 1 was
adopt ed.

Co-Chair Hoffman noted the new fiscal note from DCCED

reflecting the cost of hiring an executive at $134.200 in
recei pt supported services.
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Senat or Huggins MOVED to report HB 315 out of Conmttee
wi th individual recommendations and the acconpanying fiscal
not e.

HB 315 was REPORTED out of Commttee with a "do pass”
recommendation and with one new fiscal inpact note fromthe
Depart ment of Comrerce, Conmunity and Econom ¢ Devel opnent.

#scr 19
SENATE CONCURRENT RESOLUTI ON NO. 19

Relating to a Joint Legislative Hi gher Education
Schol arshi p Fundi ng Task For ce.

10: 49: 06 AM

Co-Chair Stednman stated today was the resolution's first
hearing in the Senate Finance Commttee.

SENATOR GARY STEVENS expl ained that full educational reform
is an inportant piece of legislation. He stated that fifty
percent of high school students require renedi al education
upon college entry. Several other states are currently
working on reform One major conplication is financial aid.
Tuition costs increase steadily. The task force resulting
from this legislation is intended to conplenent existing
| egislation regarding curriculum reform and postsecondary
financial aid. The job of the task force is to recomend
the best approach to inproving our educational system wth
financial assistance.

Co- Chair Stedman nentioned one fiscal note for $70 thousand
to cover travel costs for task force nenbers.

Co-Chair Hoffman MOVED to report SCR 19 out of Commttee
wi th individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SCR 19 was REPORTED out of Comrmittee with a "do pass”
recommendation and with one new fiscal inpact note fromthe
Legi slative Affairs Agency.

#hb168
CS FOR HOUSE BI LL NO 168(FIN)

"An Act relating to state certification and
designation of trauma centers; <creating the trauma
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care fund to offset trauna care provided at certified
and designated trauma centers; and providing for an
effective date."

CS HB 168 was SCHEDULED but not HEARD

#sb309
SENATE BILL NO. 309

"An Act anending and extending the exploration and
devel opment incentive tax credit under the Al aska Net
I ncone Tax Act for operators and working interest
owners directly engaged in the exploration for and
devel opnment of gas from a l|lease or property in the
state; providing for an effective date by anmending the
effective date for sec. 2, ch. 61, SLA 2003; and
providing for an effective date."

SB 309 was SCHEDULED but not HEARD

#hb280
CS FOR HOUSE BILL NO. 280(FIN) am

"An Act relating to a gas storage facility; relating
to the Regulatory Comm ssion of Alaska; relating to
the participation by the attorney general in a nmatter
involving the approval of a rate or a gas supply
contract; relating to an incone tax credit for a gas
storage facility; relating to oil and gas production
tax credits; relating to the powers and duties of the
Alaska G| and Gas Conservation Conmm ssion; relating
to production tax credits for certain |osses and
expendi t ures, i ncl udi ng expl oration expendi t ur es;
relating to the powers and duties of the director of
the division of lands and to |ease fees for a gas
storage facility on state land; and providing for an
effective date.”

HB 280 was SCHEDULED but not HEARD

#hb365
HOUSE BI LL NO. 365

"An Act relating to sharing records regarding fish
purchased by fish processors wth certain federa
agencies, to requirenents to obtain and nmintain a
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fisheries business license, and to paynent of industry
fees required of fish processors; and providing for an
effective date."

HB 365 was SCHEDULED but not HEARD

#hb424
CS FOR HOUSE BILL NO. 424(FIN) am

"An Act providing for and relating to the issuance of
general obligation bonds for the purpose of paying the
cost of design and construction of |ibrary, education
and educational research facilities; and providing for
an effective date."

HB 424 was SCHEDULED but not HEARD

#
ADJ QURNVENT

The neeting was adjourned at 10:52 AM
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