HOUSE FI NANCE COW TTEE
February 29, 2012
2:08 p.m

2:08: 27 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 2:08 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello

Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg

Represent ati ve Reggi e Joul e

Representative Tanm e WI son

VEMBERS ABSENT

Represent ati ve Mark Neuman

ALSO PRESENT

Joe Mchel, Staff, Representative Bill Stoltze; Joshua
Wal t on, Staff, Representative M a Costel | o; Barry
Creighton, President, lonia, Inc., Kenai; Cathy Creighton,
lonia, Inc., Kenai; Darren Snyder, Board Menber, Al aska

Food Policy Council; Leslie Houston, Director, Division of
Adm nistrative Services, Departnent of Corrections; Joe
Bal ash, Deput y Comm ssi oner, Depar t ment of Nat ur al

Resources; Ray R utta, Executive Drector, Alaska Seafood
Marketing Institute, Departnent of Conmerce, Comunity and
Econom ¢ Devel opnent.

PRESENT VI A TELECONFERENCE

Adam Krynicki, Intellectual Property Specialist, Ofice of
Intell ectual Property and Conmercialization, University of
Al aska Fairbanks, Fairbanks; Tyler Arnold, Co-Founder,
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Si mpl y Soci al , Anchor age; Al an Johnst on, Chi ef
Encour agenent Oficer, The Entrepreneurs and Mentors
Network 1Inc., Anchorage; Johanna Bales, Deputy Director,
Tax Division, Departnent of Revenue, Anchorage; Bryce
Wi gl ey, Al aska Farm Bureau, Delta Junction; Danny
Consenstein, State Executive Director, Farm Service Agency,
United States Departnent of Agriculture, Anchorage.

SUMVARY
HCR 24 STATE FOOD RESOURCE DEVELOPMENT GROUP

HCR 24 was HEARD and HELD in Committee for
further consideration.

HB 252 | NCOVE TAX EXEMPTI ON

HB 252 was HEARD and HELD in Committee for
further consideration.

#hb252
HOUSE BILL NO. 252

"An Act exenpting certain small businesses from the
corporate incone tax; and providing for an effective
date."

2:09: 14 PM

REPRESENTATI VE M A COSTELLO, SPONSCOR, introduced HB 252 and
explained that the intent of the legislation was to take
advant age of federal |aw and incentivize investnent in fast
grow ng conpanies. Currently, federal law allowed an
investor to be exenpt from capital gains tax on noney that
was invested in this type of conmpany if the funds were
invested for five years. She related that the intent behind
the federal law was to encourage investnent in certain
types of fast growing, qualifying conpanies. She pointed
out that qualifying conpanies could be based anywhere and
were not targeted to a particular geographic region of the
world; the intent of the bill was to bring investnent
dollars to Alaska by creating a tax incentive for conpanies
under a certain size. She stated that Alaska did not
currently have nmany fast growing, snaller conpanies, but
that bringing themto the state would grow and diversify its
econony.

2:12: 00 PM
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AT EASE

2:13: 01 PM
RECONVENED

2:13: 03 PM

Vi ce-Chair Fairclough MOVED to ADOPT the proposed conmttee
substitute for HB 252, Wrk Draft 27-LS1085\D (Nauman,
2/ 29/ 12) as a working docunent.

2:13:14 PM

Co-Chair Stoltze OBJECTED for the purpose di scussion.

JCE M CHEL, STAFF, REPRESENTATIVE BILL STOLTZE, discussed
two changes in the committee substitute, version D. The
first change, found on page 2, lines 11 and 12, renoved the
words "qualified small businesses.” The second change was
found where line 12 would have been and designated that the
words "qualified small businesses” had a neaning given in
Section 1202 of the Internal Revenue Code, which was found
in Title 26 of the United States Code, as that section read
on January 1, 2012, as not including a construction,
transportation, utility, or fisheries business.

Co-Chair Stoltze queried if the changes in the conmttee
substitute had a substantive effect in fiscal costs. M.
M chel replied in the affirmative and related that
elimnating a nunber of small Dbusinesses that did not
qualify for the change would reduce the anmpunt of audits
that the Departnent of Revenue (DOR) would need to conduct
regardi ng the proposed |egislation.

Co- Chai r Stoltze request ed an expl anati on of t he
substantive changes to the bill structure. M. M chel
expl ained that originally, DOR would have needed to assign
three auditors in order to adm nister the proposed change,
but that due to the elimnation of sone types of qualifying
busi nesses, the departnent had indicated that it would need
only one auditor.

Vice-Chair Fairclough inquired if the revised fiscal note
had been given to the commttee.

Co-Chair Stoltze requested that the updated fiscal note be
distributed to commttee nenbers.
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2:15:32 PM
AT EASE

2:18: 48 PM
RECONVENED

M. Mchel discussed the updated fiscal note for HB 252 and
related that it reflected the changes in the new commttee
substitute. The note added a new position and showed that
there woul d be no change in revenue to the state.

2:19: 33 PM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Work Draft 27-LS1085\D was ADOPTED.

Represent ati ve Edgnon observed that the fiscal note did not
point to any generated revenue, but offered that this was
because the department was unwilling to project the inpact
of the bill that far forward.

Representative Costello requested a «clarification of
Representative Edgnon's coments. Representative Edgnon
reiterated his comments and pointed out that new revenue
woul d be generated by bill because it would have a positive
ef fect. Representati ve Costello responded in t he
affirmati ve and voi ced agreenent.

ADAM KRYNI CKI, | NTELLECTUAL PROPERTY SPECI ALI ST, OFFICE OF
| NTELLECTUAL PROPERTY AND COMVERCI ALI ZATI ON, UNI VERSITY OF
ALASKA FAI RBANKS, FAIRBANKS (via teleconference), spoke in
support of the legislation. He related that the University
of Al aska Fairbanks perforned approxinmately $120 million a
year in research, which resulted in amazing discoveries. He
di scussed the wuniversity's research efforts regarding
Al zheinmer's disease, sudden infant death syndrone, and
unmanned aerial vehicle conponents. He shared that the
Al aska Center for Energy and Power had produced discoveries
in energy solutions and road construction. The Ofice of
Intellectual Property and Commercialization was part of a
new effort to create economc opportunities from new
di scoveries. He related that patenting, building, testing,
and conmmercializing viable technologies took significant
investnment, wthout which nobst ventures could not get
started. He concluded that HB 252 encouraged the private
sector to invest in Al askan technologies and that it highly
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i ncentivized i nvest ment in Al askan qgual ified snal
busi nesses that used those technol ogi es.

Co-Chair Stoltze asked whether the testifier was speaking
on behalf of the University. M. Krynicki responded in the
affirmati ve.

JOSHUA WALTON, STAFF, REPRESENTATIVE M A COSTELLO, rel ayed
that M. Tyler Arnold had submtted video testinony.

Co-Chair Stoltze noted that Representative Gara had | oi ned
the conmittee.

2:23:52 PM

TYLER ARNOLD, CO FOUNDER, SIMPLY SOCI AL, ANCHORAGE (via
tel econference), testified in support of the Ilegislation
via video and shared that the bill would make it easier for
startup businesses to be based in Alaska. He related that
his conpany was a gl obal 1202 C corporation that was based
in Alaska. He stated that Al aska had one of the highest
state corporate incone tax rates in the country and that
the legislation would not only renove the burden of high
tax rates, but would increase the state's gl obal
conpetiveness. He related a story about his business
history in Alaska and his new startup business, Sinply
Soci al .

ALLAN JOHNSTON, CHI EF ENCOURAGEMENT OFFI CER, THE
ENTREPRENEURS AND MENTORS NETWORK |INC., ANCHORAGE (via
tel econference), vocalized support for the legislation. He
poi nted out that Al aska was m ssing many tools that did not
fit the state's business nodel; Al aska did not have a small
busi ness investnent conpany (SBIC), a venture capital
conpany, or an organized angel network. He observed that
Alaska was the only state in the country wthout an
organi zed angel network and offered that the legislation
was a tool that would help the state make up for other
mssing tools. He related that the bill would make Al aska
the nost conpetitive state in the nation, tax-wse, for
these types of high-growh businesses. He observed that
many energency room physicians were attracted to Al aska
because of its outdoor lifestyle and opined that the state
had a great opportunity to target high-end individuals.

Vice-Chair Fairclough inquired what an angel network was.
M. Johnston replied that an "angel investor”™ was a U S.

House Fi nance Conmmittee 5 02/29/12 2:08 P. M



Securities and Exchange Conm ssion term for a person who
was well-off financially and had either $200,000 in incone
for the last two years or $1 mllion in net worth. Angel
investors could afford to make investnments in conpanies and
could afford to lose their noney. He stated that
entrepreneurs generally wanted angel investors in order to
hel p reduce business risk. He pointed out that the fastest
growi ng denographic in Alaska were individuals that were
over 50 years of age and that many people qualified to
beconme angel investors but did not know how it worked. He
concluded that the bill would help organi ze people to |earn
how t o becone angel investors.

2:31: 13 PM

Vice-Chair Fairclough inquired if angel investors were
weal thy people who were wlling to invest in smaller
conpani es and provide |less risk to businesses, while taking

risk thensel ves. M . Johnston responded that angel
investors were people who invested on a regular basis in
soneone else's business and related that iin Alaska,

investors had a tendency to invest in their own businesses.
He shared that the idea behind angel investing was that the
investor generally did not want to control or own the whol e
conpany, but instead preferred diversity. He stated that
there were 300 individuals who contributed $1,000 per year
to the University of Al aska Anchorage and opined that nost
of these donors would be qualified as an angel investor. He
related a hypothetical scenario of how university donors
could becone angel investors and encourage business grow h.
He shared that angel investing took advantage of the
experience of individuals who had retired and were part of
the long-term infrastructure of Alaska by getting those
individuals engaged in the <comunity. He stated that
engaging and organizing the experience of |eaders wth
Al aska's youth and the | eaders of tonorrow was critical. He
concluded that every other state had an organized angel
network for sharing experience and references and that the
| egislation would help enable the establishnent of such a
network in Al aska.

Representative WIlson inquired if DOR knew how many
busi nesses would qualify under the |egislation and how ruch
loss in revenue it would represent to the state.

2:35: 05 PM
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JOHANNA BALES, DEPUTY DI RECTOR, TAX DI VI SION, DEPARTMENT OF
REVENUE, @ANCHORAGE (via teleconference), explained that
there were three requirenents in order to qualify under the
| egislation. The first requirenent was being engaged in a
qualified small business, which was a narrow category. The
second requirement was that a business nust have $50
mllion or less in aggregate assets. The third requirenent
was that 80 percent of the total assets nust be used
actively in the business. She stated that the departnent
could examne corporate incone tax returns and could
determne the first two requirenments, but that it was very
difficult to determne the third requirenents, which was
how conpani es used assets. She stated that the nunbers were
indetermnate at the current tinme, but that the departnent
expected it to be, as far as existing corporations were
concerned, fairly narrow

Representative WIson requested a ballpark figure that
assuned the businesses qualified for the first two
requi renents. Ms. Bal es responded that there would probably
be 300 to 400 very small conpanies involved and that the
departnment would have to exam ne how those conpanies were
using assets. She reiterated that the conpanies were very
small and that the departnment did not have information
regardi ng their revenues.

Representative WIson indicated that she supported the
bill, but expressed caution. She queried if the departnment
knew how much the 300 or 400 conpanies currently paid in
corporate taxes. Ms. Bales replied that the departnent had
a general idea of the revenues of the conpanies, but had
only examned one year of information and the anounts
varied greatly. She observed that due to |osses and other
factors, sonme of the qualifying conpanies did not pay any
taxes and that it was difficult to determne the exact
taxes paid if the conpanies had carried forward | osses.

Co-Chair Stoltze CLOSED public testinony.

Represent ati ve Doogan inquired whether a |arger corporation
could form a subsidiary, which nmet the qualifications, in
order to take advantage of the program M. Walton pointed
to a provision in Section 1202 of the Internal Revenue
Code, which dealt with subsidiaries. He stated that the
| egislation treated parent and subsidiary corporations as
one entity. Wen conbined, the parent and subsidiary
conpanies had to be below the $50 nmillion aggregate gross
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assets cap in order to qualify wunder the |1|egislation;
furthernore, both the parent and subsidiary would al so have
to be involved in one of the qualifying trades or
busi nesses, as well as neet the 80 percent working asset
requirenent.

2:39:44 PM

Representati ve Doogan wondered why DOR was unable to make
an estimate on the potential revenue loss if the bill was
enacted. He inquired if the bill sponsor had a better idea

of what the potential |osses mght be. M. Wilton replied
that it was difficult to determne the potential |osses in
revenue that would result from the bill's passage, as DOR
had previ ously st at ed. He i ndi cat ed t hat t hr ough
di scussions with DOR numbers that were based on different
criteria had been "drilled into," but that the 80 percent
wor ki ng asset requirenent nade cal culations very difficult
because DOR did not track that information in as nmnuch
detail as the first two requirenents. He shared that based
on the other criteria, there were a nunber of sectors that
may be able to apply for the exenption, but that
eligibility for the exenption would be determ ned by a DOR
auditor; this was the reason there was a position for an
auditor in the fiscal note.

Representative Doogan was not confortable wth unknown
costs as a matter of policy. He opined that if 400
conpanies fit the requirenents and received $10 mllion,
the bill would represent a |lot of nobney. He was surprised
that the departnent could not provide a better estinmate on
the potential losses in revenue. He offered that it did not
instill confidence in himthat DOR was unable to determ ne
the fiscal inpact.

Representati ve Doogan inquired how confident the state was
in determining the bill's $50 million asset requirenent,
given that it was unable to determ ne how many conpanies
were affected by the legislation. M. Wilton replied that
the $50 million in assets was sonething that corporate tax
payers filed with as part of a corporate incone tax return
to the state of Alaska; as a result, it was a category that
DOR had a pretty good handl e on. The departnment was able to
determine how many conpanies were below the $50 nillion
gross asset cap and also had sone ability to exam ne the
industry criteria in Section 1202 of the Internal Revenue
Code and elimnate certain industries; however, what was
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bei ng done with a conpany's assets was not reported to DOR
He stated that the intent of the legislation was to pronote
smal ler, startup businesses by tying into the federal tax
provisions; the federal tax provisions were used because
they had been shown to be successful at encouraging those
types of businesses. He nentioned that through extensive
searching, the sponsor was unable to find a single exanple
of a Section 1202 C corporation in Al aska. He observed that
he was not saying that no conpanies could qualify for the
exenption, but that the definition for a qualified snal
busi ness under Section 1202 was nore geared toward all ow ng
gual i fying conpanies to issue stock, which was exenpt to
capital gains tax. He shared that the sponsor had adopted
the definitions of the qualified small businesses, which
must neet particular criteria. He stated that a typical
Section 1202 C qualifying small business tended to be in
t he t echnol ogy, research and devel opnent, bi ot ech,
pharmaceutical, telecomunication, or information services
and software industries.

2:45:56 PM

Vice-Chair Fairclough directed the conmttee's attention to
page 88 of the Departnent of Revenue's Revenue Sources Book
and noted that it listed the incone to state from genera
corporate tax, as well as petroleum corporate tax. She
of fered that the Revenue Sources Book showed that in 2011,
the state received $157 mllion in general corporate incone
tax and $542 mllion from petroleum related corporate
income tax. She noted that the Revenue Sources Book figures
gave the conmmttee an outside nunber.

Co-Chair Stoltze offered that Vice-Chair Fairclough was
referencing $157 mllion of incone to the state if all the
conpanies listed fell under the $50 mllion gross aggregate
assets cap.

Vice-Chair Fairclough pointed out that petroleum incone
would not apply to the bill because those conpanies would
be over the $50 million asset linmt.

M. Walton provided sone of the exclusions that were
already in the federal tax code in order to inform the
conmmttee what industries would not qualify wunder the
legislation. He related that wunder Section 1202 of the
I nternal Revenue Code, which was found in Title 26 of the
United States Code, the performance of services in the
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fol |l owi ng i ndustries wer e excl uded: heal t h, I aw,
engi neering, architecture, accounting, actuarial science,
performng arts, consulting, financial services, brokerage
services, or any trade or business where the principle
asset of such trade or business is the reputation or skil

of one or nore of its enployees. He offered that the |ast
exception was added to prevent sole proprietors and other
service providers from avoiding taxes and added that
farm ng, banki ng, i nsur ance, fi nanci ng, | easi ng, and
simlar industries were also explicitly excluded in federal
tax code. Also excluded in the federal tax code was
resource extraction, such as the raising or harvesting of
trees, as well as the oil, mning, and gas industries;
restaurants, hotels, notels or simlar businesses were
i kewi se excluded. He pointed out that real estate was not
specifically excluded from the tax code, but that there
were requirenments for qualification as to the maxinum
anount of real estate holdings; a real estate business
| easing, renting, or selling property did not count towards
the active business requirenents for those assets and the
conpani es were functionally excluded. Regul at ed i nvest nment
firms, real estate investnent trusts, real estate nortgage
i nvest ment compani es, cooperati ves, and
donmestic/international sales <corporations also did not
qualify wunder the tax code. He added that if a business
held nore than ten percent of its net assets in stock in
anot her corporation, it did not neet the 80 percent asset
in the active conduct of business requirenent. Wth the
adoption of the new commttee substitute, the |egislation
al so expressively excluded the construction, utilities,
transportation, and fisheries industries. He nentioned that
there were a broad range of industries that were
specifically included and could not qualify wunder any
circunstance. He related that through discussions with DOR

his understanding was that wunder the legislation, the

sectors that may still qualify included manufacturing,
retail, whol esale, and other sectors.
2:49: 50 PM

Represent ati ve Doogan understood that DOR needed to conduct
audits on expenditures in order to nake sure the expenses
conformed to the tax code and the |egislation, but wondered
whet her the departnent would be required to publish the
information in order to enable the conmmttee to keep track
of the issue.

House Fi nance Conmmittee 10 02/ 29/ 12 2:08 P. M



M. Walton responded that as the bill was currently
witten, it did not have an explicit reporting requirenent,
but pointed out that when a corporation filed for its
corporate income tax, it was required to include its
federal income tax return. Qualifying corporations needed
to indicate eligibility for exenptions on their federal
returns; at this tinme, the information would be available
to the state. He nentioned that there were confidentially
requi renents and that tax payer, as well as corporate tax
payer information could not be shared in a way that exposed
the internal financial dealings of individual conpanies;
however, in some cases, such as with C corporations, the
conpanies were publicly listed and nay be required to
report through the U S. Securities and Exchange Conm ssi on.

Representati ve Doogan expressed that he would feel nore
confident if the bill included an audit provision. He noted
that the legislation entered "fresh territory,” but that
the state had only a rough idea of what the result would
be.

Vi ce-Chair Fairclough pointed out that the existing Al aska
Statutes explicitly stated that all corporations that were
menbers of the sane parent/subsidiary control group shall
be treated as one corporation. She directed the conmttee's
attention to line 22, Section 5 of legislation and noted
that it stated that Section 3 took effect July 1, 2023; she
inquired if this was because the federal code was ending at
that date. M. Walton responded that l|line 22, Section 5 of
the bill provided a sunset date. Section 3 returned the
statutes that were altered by the bill to the original
| anguage. He stated that Section 4 specified that Sections
1 and 2 take effect July 1, 2012. Section 5 specified that
the language in the statutes would revert back on July 1,
2023 to what it had originally been.

Vice-Chair Fairclough believed it was a conplicated sunset
provision and clarified that the bill would sunset about 10
years after the law took effect. M. Wilton responded in
the affirmative and stated that the sunset date was 11
years fromthe effective date, but that the exenption could
not be claimed until the beginning of January, 2013. He

stated that the sponsor wanted the bill to have at |east 10
full years Dbefore its sunset in order to see the
| egislation's ef fect. He concurred wth Vi ce-Chair

Fairclough regarding the conplexity of the sunset
provi si on.
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2:54: 22 PM

Vi ce-Chair Fairclough agreed wth the coments of
Representative Doogan regarding the benefit of the state
receiving a report on the legislation in a few years in
order to see who was accessing it. She pointed out that the
state was forgoing revenue and was not decreasing it. She
opined that it would take sone tine for regulations to be
witten in order to enable the departnent to ascertain if
80 percent of the assets were being used for a particular
corporation. She believed that there may be sone pushback
from conpanies that were trying prove the 80 percent use of
their assets. She offered that the legislation was
worthwhile and that it mght help younger m nds, which may
be nor e | T savvy, to " put packages t oget her"
internationally. She nmentioned the video presentation by an
Al askan who was doing business in Romania and concl uded
that the legislation seened |like an opportunity to try and
nove forward; however, she requested that a report on
program be presented in the future. She offered that three
years may be the wong point at which to conduct a report
because it would take a year to wite the regulations and
inquired what tineline the departnment expected regarding
the regulations. M. Bales responded that it would take
approximately six to eight nonths for the departnent to
draft the regulations; however, because the |egislation
pi ggy- backed the federal code, the departnment would also
count on the federal regulations to assist in adm nistering
the bill.

Vice-Chair Fairclough asked for a repeat of the tinme frame
regarding the regulations. Ms. Bales replied that it would
be approximately six to ei ght nonths.

Representative Edgnon pointed out that the departnent
estimated that the bill would bring 300 to 400 businesses
to Alaska and inquired if the new businesses would be
primarily smaller information technology conpanies, which
canme to the state because of the tax credit. He further
inquired if the conpanies would be big enough to pay taxes
at sonme point and have audits conducted. M. \Walton
responded that his wunderstanding of what M. Bales had
previously expressed was that the 300 to 400 businesses
were conpanies that were already in Alaska and may be
eligible to receive the exenption imediately. The
intention behind the bill was to encourage conpanies in
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sectors where there were a |ow nunber of businesses. He
reiterated that the sponsor had |ooked for existing 1202 C
corporations in Al aska, but had been unable to |ocate any
and nentioned that M. Arnold, who had had given the video
testinmony, intended to structure his business in Al aska as
a 1202 C corporation. He concluded that the bill's
intention was to exenpt revenue that the state was not
currently receiving in order to attract businesses that
woul d grow to becone corporate tax payers.

Representative Edgnon queried if the bill was intended to
not only attract businesses to the state, but also to
attract angel investors and an angel network to Al aska. M.
VWalton responded in the affirmative and that the current
federal tax provisions encouraged investnent. He pointed
out that there were venture capitalists and angel investors
in Alaska, but that it was difficult to find investnent
vehicles in the state. He opined that Al aska, in some ways,
was good place to start a small business, but that it was
not a friendly place to start a small business that was a C
corporation. He stated that C corporations could issue
mul ti ple shares of stock and could have an unlimted nunber
of investors; these types of conpanies could attract a |ot
of capital for financing and had a good ability, once
started, to grow large. He offered that small businesses in
Alaska were wusually started as S corporations, sole
proprietorships, or Ilimted Iliability conmpanies (LLCO

these structures were referred to as "pass-through
entities" and under them the corporate tax liability was
passed to the owners as personal inconme tax liability. He
offered that in a state without a personal incone tax,

pass-through entities could be very attractive. |If an
investor wanted to start a business that could be traded on
the stock exchange, it needed to be started as a C

corporation. Once a C corporation reached $90,000 per year
in incone, it was already in the 9.4 percent tax bracket,
which was the fifth highest bracket in the country. He
di scussed anecdotal evidence of Al askan entrepreneurs who
were investing in starting conpanies in Mntana because of
that state's lower tax rate. He offered that Al askan
investors would probably prefer to start businesses in
Al aska, but pointed out that the state's tax rates had such
a negative inmpact on the business plans of startup
conpanies. He stated that statistically, for every ten
smal | businesses that were started, there would be one left
standing after five years. He concluded that the sponsor's
intent with HB 252 was to nake it easier for qualified
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businesses to start and grow, as well as to provide an
i nvestnment vehicle for Al aska's venture capital sector.

3:03:11 PM

Representative Edgnon surmsed that the purpose of the
legislation was multifold and that it grew Alaskan
fledgling industries, while also bringing in venture
capital. He inquired if an Al askan corporation nust consi st
of a small group of individuals, rather than a sole
proprietor in order to qualify under the legislation. M.
VWalton replied that it was possible for a sole proprietor
to begin a business and structure it as an LLC, sole
proprietorship, S corporation, or a C corporation; not al
of these structures would fit very well in the case of a
sole proprietorship. He observed that it was nuch nore
conplicated to start a C corporation and that starting one
would only be done if the desire was to get nore
sophi sticated stock offerings and have a |lot of owners. He
stated that an S corporation was I|limted to 100
sharehol ders and that they had to be individuals and coul d
not be conpanies. He shared that nobst venture capitalists
did not invest their personal noney, but instead created a
firmto serve as a holding conpany for their assets and |et
the firm do the investnments; in the case of those firns,
the corporation nmust be a C corporation or it could not be
i nvested in.

Representative Edgnon supported the bill, but indicated
that he still had questions regarding Section 3. He stated
that Section 3 discussed the tax not applying to
i ndi vidual s or fiduciaries.

Vi ce-Chair Fai r cl ough interjected t hat t he section
Representative Edgnon was referring to was the sunset
provi si on, which she had previously inquired about.

Representative Edgnon further inquired if Section 3
excluded a corporation that was individually owned. M.
Walton responded to the question and stated, "that's the
way that the |law exists now, which would be changed by the
bill and revert back to that |anguage." [The wording "that
| anguage” was made in reference to Section 3 of the bill.]

Co-Chair Stoltze observed that there was sonme conplexity in

the bill and that it was his intention to give the
conm ttee a chance to think about it overnight.
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Representative Gara supported the concept of the bill. He
related that he liked startup businesses, but that there
were few incentives in Alaska to encourage those types of
busi nesses. He pointed out that he was a co-sponsor of the
| egislation, but related that he had several questions. He
noted that in Alaska, only C corporations currently paid a
corporate tax and that if an investor was trying to avoid
taxes and could set up as an LLC or an S corporation, they
did so. He related that he was an owner of a restaurant and
was a LLC nenber. He explained that being an LLC nenber
neant that there was a main person who ran the business and
made the decisions over the other investors; investors |ike
hi msel f coul d invest noney in the business, but did not run
it. He inquired why the LLC structure would not be perfect
for angel investors. He explained that wunder the LLC
structure, there were one or several people that were
actually running the conpany, there were nany investors,
and there was no corporate tax. He inquired why the LLC
structure did not allow and attract startup businesses, as
there was not a tax on LLCs in Alaska. M. Wilton responded
that the answer depended on what was planned to be done
with the business afterwards. For instance, a restaurant
structured under a C corporation could expand to multiple
branches and not start "bunping up against sonme of the
limts of the LLC business structure.” However, if a
restaurant wanted to issue and trade stock, the structure
of the business would need to be changed froma LLC to a C
corporation because the LLC structure limted the anount of
capital that could be brought into a company. In the case
of an S Corporation, corporate income tax was shifted to
personal incone tax. He observed that the problemwth an S
corporation was that it was limted to 100 sharehol ders,
who nust to be individuals.

3:09:13 PM

Representative Gara provided an exanple related to a |aw
firm He shared that a law firmdid not have nuch assets in
the form of equipnent, but nade a |ot of nobney. He opined
that a law firm m ght have less than $50 nmillion in assets,
but that it had high noney making potential. He expressed
concern that it would be difficult to tax conpanies under
the asset criteria and wondered whether there should be a
limtation, which specified that once a conpany had earned
certain amount of profits, it was required to pay sone tax.
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M. Wlton responded that he was wunable to provide a
definitive answer. He related that generally speaking, the
types of business that started as C corporations were
| ooking to produce sonething. He explained that the |aw
firm exanple worked well because the firm provided services
and that the costs associated with a law firm mght only
consist of a place to house the offices that provided the
servi ce. He related that C <corporations were often
producing something and that investnent in assets was
required to create the product. He concluded that the
problem which was brought to light by the law firm
exanple, was not really characteristic of C corporations;
however, he would gather nore information regarding the
possi bl e extent to which it could characterize C
cor por at i ons.

Representative Gara wondered if there had been any
di scussion regarding whether a tax should be inposed on a
qgual i fying conmpany after a certain nunber of years. He
pointed out that the wholesale and retail industries were
covered by the legislation and inquired whether whol esale
I iquor stores could take advantage of the legislation. M.
Walton replied that he did not believe that wholesale
[ iquor stores were exenpted under the |egislation, but that
he would follow up with a definitive answer. He shared that
the retail and wholesale businesses were not excluded
because the sponsor wanted to attract businesses that were
selling a product and did not want to adopt broad
restrictions, which mght exclude the retail and whol esal e
sectors.

3:13: 00 PM

Representative Gara stated that the bill should have a
cl eaner sunset clause. Co-Chair Stoltze interjected that
the sunset <clause was one of the reasons that the
| egislation would be held for a day or nore and noted that
it was the committee's desire to create a substantive piece
of | egislation.

Vi ce-Chair Fairclough queried whether the $50 mllion asset
cap was created at the state level or whether it currently
exi sted under Section 1202 of the federal code. M. Wilton
replied that the nunmber came directly from the Internal
Revenue Code.
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Vice-Chair Fairclough inquired if an "Al aska corporation”
under the |egislation nmeant that the business was in Al aska
or that it was sinply incorporated in the state. M. Walton
responded that initially, the requirenment had been that the
conpany had to be headquartered in Al aska, but that the
Departnent of Law (DOL), via DOR, had expressed concerns
that the requirenent may violate the Interstate Conmerce
Cl ause and equal protection. In response to concerns from
DOL, the requirenent of headquartering in Alaska was
removed from the legislation. He explained that the
exenption renoved corporate inconme liability, but that
there was no liability for business activities that were
conducted out of Alaska. He stated that if a conpany
incorporated in Alaska but did not conduct business here

it did not incur corporate incone tax liability in the
st ate. He offered that there were —cases in which
corporations would incorporate and do business sonewhere
el se because of beneficial Ilegal provisions in another
jurisdiction. He concluded that the exenption did not help
conpanies that were incorporating in Alaska and doing
business in another state because they would not be
generating any liability.

Vice-Chair Fairclough surmsed that the bill created a tax
shelter for investment up to $50 million, which required
the investors to "keep the assets rolling." She pointed out
that the legislation encouraged investors to invest in
sonething in Al aska and that it enabled angel investors to
put their assets to work and forego the tax expense. She
observed that based on the federal code, the threshold cap
for qualification was set at $50 million in assets instead
of wusing another method. M. Wlton responded that the
extent of the tax shelter for investors was provided in the
f eder al code, which provided all the benefits for
investnments. He offered that the bill created a tax benefit
for startups in Alaska and opined that generally, a tax
shelter referred to a neasure with the purpose of defraying
an inconme tax or tax liability that already existed;
however, the bill did not have that effect. He stated that
the legislation sinply exenpted the corporations in the
non-prohibited areas, as well as the types of businesses
that the sponsor was trying to pronote in Alaska. He
furthered that if investors were using Al aska' s businesses
as a tax shelter, they did so under the auspices of the
federal code.
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Co-Chair Stoltze referred to the concerns and questions
that were raised regarding HB 252 and encouraged committee
menbers to work with the sponsor on possible changes to the
| egislation. Representative Costello responded that she
wel coned comments and would work wth nenbers of the
commttee on the bill.

3:17:36 PM

HB 252 was HEARD and HELD in Commttee for further
consi derati on.

Co-Chair Stoltze handed the gavel over to Vice-Chair
Fai r cl ough.

3:17: 47 PM
AT EASE

3:19:44 PM
RECONVENED

t#hcr 24
HOUSE CONCURRENT RESOLUTI ON NO. 24

Relating to the establishnent and operation of a state
food resource devel opnment wor ki ng group.

3:19: 44 PM

Representative WIlson MOVED to ADOPT the proposed conmittee
substitute for HCR 24, Wrk Draft 27-LS1383/A (Bannister,
2/ 16/ 12) as a working docunent.

Representative Doogan OBJECTED for the purpose of
di scussi on.

REPRESENTATI VE BILL STOLTZE, SPONSCR, explained that the
resolution was a broad ranged approach that attenpted to
i nprove the |ocal purchases of Al askan wld caught seafood
and agricultural products. He offered that although the
legislation was only a resolution, it already had support
within the admnistration. The legislation worked to
encourage existing agencies to work together to enhance
food security in order to inprove the amount of wld
Al askan seafood and agricultural products that people were
buying, wthout the creation of a lot of new prograns. He
opined that one of the failures of agriculture in Al aska
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had been too much innovation and expansion and offered that
this was true of fish plants, dairies, and silos. He stated
that Al aska had a lot of good, hard-working fisherman and
farmers who knew how to harvest fromthe seas and | and. The
resolution was an attenpt to encourage the state to do nore
wth its resources. He discussed including nutritious food
in classroonms and offered that the state had already
"ceded" nutrition when Taco Bell and Pizza Hut were both
accepted vendors in schools. He shared his view that
Al askan seafood should be served in schools as often as
possible. He stated that Comm ssioner Bell from the
Departnment of Commerce Community and Econonic Devel opnent
had indicated that the application of the resolution was
doabl e. He suggested that due to the nature of bureaucracy,
state agencies often did not communicate well wth each
other and that the legislation was an effort to devel op and
purchase nore Al askan products in order to get better food
into the state's pantries, school progranms, and food-
security warehouses. He believed that the opportunities
were "boundl ess” and pointed out that the |egislation was
not currently requesting any funding.

3:24: 46 PM

Co-Chair Stoltze related that he had benefited from serving
on the Al askan Seafood Marketing Institute for eight years,
as well as from representing an agricultural district that
contained large and small farmers. He discussed the high
quality of agricultural products from his district and
shared a personal story about a trip to Barrow. He observed
that there was a possible nmarket in Barrow for Al askan-
grown carrots during the winter. He discussed integrating
Al askan f ood W th t he Depart ment of Corrections

dormtories and shared the value of the state buying its
own products. He stated the inportance of having an
integrated plan that would get the state's conmmi ssioners to
work together to pronote Alaska's |local seafood and
produce. He observed that the |arger anmount of econom c and
year-round value would be in Al askan seafood, but that the
resolution would be a big wn for the state's growers as
well. He offered that the Al askan agricultural industry
could grow nore, but that it needed to develop markets
before it expanded. He concluded that Alaska had snmart,
capabl e, innovative, and productive fisherman and farnmers,
and that the state could do a lot nore than it had in the
past. He pointed out that he would like to see Al askan
seaf ood and agricul tural products in t he state's
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correctional facilities, wuniversities, and school | unch

prograns and stated that he was willing to set aside nopney
in the capital budget for the creation of a "commodities
food bank."™ He reiterated displeasure that Taco Bell and

Pi zza Hut were served in Al askan school s.

3:29: 03 PM

Representative GQuttenberg supported the resolution. He
di scussed that in nmany ways, the state was at a critical
point. He nentioned the loss of federal funding for
Al aska's agricultural research and the "crisis" at the
experinmental farm at the University of Al aska Fairbanks. He
inquired how Alaska found itself in the position of a
crisis and comented that the state used to have a robust
agriculture industry. He recalled that m ssion schools used
to have "huge gardens" and discussed greenhouses that used
to be at various hot springs. Co-Chair Stoltze responded
that he was unsure how the state had de-evolved to such
poor food choices. He nused how society had gotten to the
point where a raw carrot was often a "foreign substance"
for a child. He offered that successful farners in Al aska
were successful not because of governnment, but in spite of
it and opined that the Departnment of Natural Resources'
(DNR) Division of Agriculture could wuse a lot of
i nprovenent. He furthered that the Division of Agriculture
had carried sone "political baggage" over the years and

that it had internal issues. He stated that DNR was
responsible for helping the state produce its ninerals,
oil, gas, as well as other land resources and that given
those responsibilities, it had been difficult for the

departnment to stay focused on agriculture; the difficulties
within the departnent regarding the pronotion of the
state's agriculture was one of the reasons the sponsor had
brought wup the resolution. He reiterated that he was
pl eased that the administration had enbraced the resolution
and nentioned that while it mght not be very substantive
it was a good place to start. The resolution attenpted to
get agencies involved and working together. He concluded
that the legislation was not a perfect docunment, but that
it was a best effort to examne who was involved,;
furthernore, it had been successful as a talking point and
a wor ki ng docunent .

Representative Edgnon indicated that he would be happy to

work with Co-Chair Stoltze on the resolution. He stated
that he would like regional non-profit associations to be
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listed somewhere in the legislation. He nentioned the
Bristol Bay Native Association's work with the |ocal food
bank and nearby schools and talked of trading |ocal foods
within the areas of Alaska. He related that his | ocal

school district had initiated a program whereby | ocal

fisherman donated fresh salnon to |ocal processers, which
was then served every Friday in school. He offered that the
resolution would help pronote other prograns that were
simlar to the fish program in his constituency's school

district. Co-Chair Stoltze agreed that Representative
Edgnon's region gave a lot of good ideas in regard to what
works locally. He discussed visiting with fish processors
from Togiak and spoke of the value of using |loca

facilities and people in Togiak, rather than building a new
fish plant in Anchorage. He offered that it was a good idea
to give regional producers the economc opportunity of
produci ng a product.

3:35:39 PM

Representati ve Doogan W THDREW his OBJECTION. There being
NO further OBJECTION, Work Draft 27-1LS1383/ A was ADOPTED.

Vice-Chair Fairclough comented that the |[|ocally-grown
carrots from Co-Chair Stoltze's district were sone of the
sweet est and nost nutritious carrots that could be found in
Anerica. She noted that the local growers were doing a
fabul ous job producing carrots. She referenced Al aska's
high rates of obesity, particularly in schools, and opined
that the resolution was a creative idea that would benefit
students, farners, and fishernen.

3:36:54 PM

BARRY CREI GHTON, PRESIDENT, I1ONIA, [INC, KENAI, spoke in
support of the resolution. He explained that lonia Inc. was
a non-profit organization that consisted of a group of 25
famlies who all had history of behavioral health problens;
the famlies had banded together for peer support and
quickly realized that food was the foundation of their
world. He related that lona Inc. used sinple food, such as
grains, vegetables, or seawed. He shared that lonia Inc

had applied for a grant through the Al aska Science and
Technol ogy and the Al aska Conservation Foundations to find
grain that would grow in Al aska. Through the grant, lonia
had purchased a tractor and had cleared land. lonia had
found 40 different heirloom seeds from around the world
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one of which was a barley seed from the H malayas. The
Hi nmal ayan barley had a very short growi ng season, grew in
poor soil, and flourished in turned-over nuskeg w thout any
assistance. The term "heirloont nmeant that a seed had not
been hybridized. He explained that lona Inc. had produced
over 1,000 Ibs. of seed from one seed packet, consunmed 800
| bs. of whole grain per nonth, had cleared 30 acres of
land, and were in the process of building a 12,000 square
foot barn. He furthered that lonia Inc. had 2,000 feet of
rai sed garden Dbeds, as well as three 50-foot-I|ong
greenhouses. He related that the group had about 15-20
children in the Connections Homeschool Program He pointed
out that he had been on the board of the federal health
clinic in Soldotna for the last 10 years and that over that
period, the rates of diabetes and obesity in Al aska had
risen drastically. He offered that food could be used as a
frame of reference to counterneasure sone of society's
probl enms, particularly in the area of nental health. He
shared that many of lonia Inc. famlies had used heavy
psychotropic drugs prior to joining the group, but that
after adopting a "food frame of reference”, the famlies
had been drug free for 25 years. He stated that using food
did not cure anything, but that it brought the "synptons
down the pendulum to idiosyncratic behavior, instead of
socio." He stated that from a fiscal perspective, not one
menber of lonia Inc. spent tine at the Alaska Psychiatric
Institute, which had a cost to the state of $1,200 per day.
He offered that lonia Inc.'s peer support and food had
provided its nenbers with a foundational frane of reference
to approach their problens and achieve a restorative life.

3:40: 38 PM

CATHY CREIGHTON, IONIA, INC, KENAI, testified in support
of the resolution and related that lonia had a dedicated
website. She stated that 1lonia Inc. had been grow ng
healthy food for 25 years in Alaska. She related that the
group had been nostly isolated, but that over the past year
people from the state had been comng to lonia Inc.
desiring information and cooking classes. She shared that
all the local health organizations were interested in
healthy food, as well as gardening clubs and related that
lona was no longer alone in its desire for healthy foods.
She opined that Al askan-grown vegetables were strong,
sweet, and nutritious and had very special qualities. She
di scussed Alaska's grass-roots appetite and related that
having the partnership of the government would be
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encouraging and benefici al to "this novenent." She
furthered that the legislation would be beneficial to
health organizations, the state's economcs, as well as
children in schools. She added that D ane Peck, who was the
chair of the Al aska Food Policy Council and an enpl oyee of
Department of Health and Social Services, had requested
that the Departnent of Environmental Conservation be added
to the resolution's list of state organizations.

Co-Chair Stoltze replied that he would take a |ook at the
resol ution.

M. Creighton stated that the prior year, the Rasnussen
Foundation had started the Health Food Initiative, which
would serve as a nmeans to deal with health issues across
the state, and related that the foundation was willing to
"pour noney" into the initiative.

3:44: 23 PM

DARREN SNYDER, BOARD MEMBER, ALASKA FOOD PCLICY COUNCIL,
voi ced strong support for the resolution. He related that
the resolution recognized the inportance of developing a
strong and secure food system that could provide |obs,
support healthy communities, and increase food security to
feed the hungry and insulate the state from potential
di sruptions in food supply. Currently, over 130 Al askans
had joined the Alaska Food Policy Council due to concerns
they had over the food challenges facing Al aska. He shared

that the council consisted of farnmers, fisherman, food
banks, subsistence wusers, school districts, food safety
regul ators, processors, educators, famlies, as well as

others and that the nmenbers had realized that nore progress
could be nade towards healthy Al aska communities by working
together. The Al aska Food Policy Council had devel oped a
strategic pl an to gui de positive actions t owar ds
strengthening Al aska's food systens. He shared that HCR 24
and the proposed State Food Resource Wrk Goup were
perfectly aligned with the vision, mssion, goals, and
strategies of the Alaska Food Policy Council. He related
that the council was pleased with the inclusion of each of
the departnents that were in the legislation, but requested
that the Departnment of Environmental Conservation be added
because it played a key role within Alaska's food system
He addressed an earlier question from Representative
GQuttenberg regarding how the state had found itself in the
position it was in. He discussed Anerica s |ower cost of
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food since the 1950s and explained that the Lower 48 had
"priced out" Alaska's ability to conpete. He related that
part of the Alaska Food Policy Council's strategic plan
i nvol ved strengthening enforcenment |anguage in the | ocal
agriculture and fisheries product preference statute, AS
36.15.050; strengthening this statute would incentivize
people to purchase Al askan products. He related a story
about the fanobus and successful Anway strawberry, which had
been developed in Haines. He related that the Anway
strawberry had dimnished partly because people did not
recogni ze the inportance of a tasty, delicious, and fresh
pr oduct and because purchasers had opted for t he
conveni ence of frozen strawberri es. He addr essed
Represent ati ve Edgnon's question regarding the inclusion of
some Native corporations and health consortiuns in the
resolution and related that he fully supported that
concept. He concluded that the Al aska Food Policy Council
had worked hard to nmke sure it had representation for
everyone on its governi ng board.

3:49: 29 PM

LESLIE  HOUSTON, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT  OF  CORRECTI ONS, expressed t he
Department of Correction's (DOC) support of the resol ution.
She discussed that the departnent had tracked its Al askan
grown purchases at the end of FY 08 and that the nunber of
purchases was "not that great," being anywhere from 30, 000
to 60,000. She related that in FY 10, Representative
Stoltze had brought DNR, DOC, and sone of the Mat-Su Valley
farmers into discussions regarding Al aska purchases; the
nmeeting had been an education process for DOC, as well as
the farmers regarding the best way to sell products to the
state under DOC s procurenent code. After the neeting was
hel d, the next year's purchasing in FY 11 increased from
30,000 to 60,000 per year; currently, the nunber of
purchases was at 105,000 per vyear and the departnent
expected FY 12's purchases to exceed that nunmber. She
mentioned that the effort to buy local foods had been
successful, the nutritional value of the food was high, and
that inmates within DOC had commented on the quality of the
food. She pointed out that DOC had worked closely with DNR
on local purchasing and that currently, DOC was in the
process of working with the Mtanuska Creanery to purchase
cheese. She stated that she was also initiating a process
to start the purchasing of |ocal seafood and concl uded t hat
DOC was fully supportive of the resolution.
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Co-Chair Stoltze observed that the state's departnents had
been very cooperative in getting the resolution to this
poi nt .

3:51:47 PM

JOE BALASH, DEPUTY COW SSI ONER, DEPARTMENT OF NATURAL
RESOURCES, voiced the departnent's strong support for the
resolution. He discussed the economcal value and food
supply that cane with a strong agricultural sector and
related that the departnment would assist wth the
resolution's effort in anyway it coul d.

RAY RIUTTA, EXECUTIVE DI RECTOR, ALASKA SEAFOOD MARKETI NG
| NSTI TUTE, DEPARTMENT OF COMMERCE, COVMUNITY AND ECONOM C
DEVELOPMENT, vocalized the institute's support for the
resolution. He shared that seafood was a "brain food." He
related that there was an increasing trend to buy |ocal and
that the timng for the resolution was right. He stated
that Al aska had great products and that the Al aska Seafood
Marketing Institute (ASM) was commtted to work together
with all the parties that were involved wth the
resolution. He pointed out that ASM was serving 90 |bs. of
Mat-Su Valley carrots at the Boston Seafood Show, where
ASM would serve seafood to 800 to 900 of Alaska's best
customers.

Representative WIson asked whether ASM had sal es through

the schools or whet her | ocal districts nade that
conplicated. M. Rutta responded that the sales were
primarily handled on a local level, but that ASM was
currently working on a national Ievel school feeding

program which woul d serve Pol | ock.

Representative WIson wondered whether the national |evel
program i ncl uded Al askan schools. M. Riutta responded that
it should include all schools.

3:54: 43 PM

Representative Gara pointed to the l|ess than desirable
school lunches and asked M. Riutta to take the issue to
the ASM board. He related that he would like to see ASM
file school nutrition legislation in order to have sone
real guidelines for food in Alaskan schools. M. Rutta
replied that he would take the issue to the board.
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3:55: 39 PM

BRYCE WRI GLEY, ALASKA FARM BUREAU, DELTA JUNCTION (via
tel econference), expressed the bureau's support of the
resolution and related that it offered a collaborative and
conprehensive effort to address food security in Al aska. He
reported that Al aska inported about 95 percent of the food
it consuned and that the state had a three-day to one-week
supply of food if a transportation breakdown occurred. He
expl ained that agriculture and fishing were the only two
industries in Alaska that produced food. He related that
the resolution encouraged a collaborative effort between
the Alaska Food Policy Council, the Dvision of
Agricul ture, the Depart nment of Fish and Gane, t he
Department of Commerce, Community and Econom c Devel opnent,
the Departnent of Health and Soci al Servi ces, t he
Departnment of Mlitary and Veterans Affairs, and the
Depar t ment of Education and Early Devel opnent. The
| egislation also encouraged participation from 4-H the
Future Farmers of America, the Al aska Farm Bureau, as well
as encouraging research by the University of Al aska. He
furthered that the resolution was an effort to secure food,

i nprove heal th, and strengthen Alaska's econony. He
directed the conmttee's attention to page 1, lines 8
t hrough 10, which showed that Al aska spends $1.5 billion
annually on food; if the amount that Al aska produced
increased by 30 percent, it would represent alnobst $500
mllion in additional sales and at least $2 billion of
i ncreased economic activity to the state. He shared that in
2011, the state's oil revenue had been about $5.3 billion
and that $2 billion would represent alnpbst 40 percent of
Al aska unrestricted oil revenue from the prior year. He

opined that the state had focused for a long time on
keeping oil flowing in the pipeline and that it had
forgotten about the inportance of producing its own food.

DANNY CONSENSTEI N, STATE EXECUTIVE DI RECTOR, FARM SERVI CE
AGENCY, UNI TED STATES DEPARTMENT OF AGGRI CULTURE, ANCHORAGE
(via teleconference), voiced the United States Departnent
of Agriculture's (USDA) support for the resolution and
mentioned that he was also a nenber of the governing board
of the Al aska Food Policy Council, which also supported the
resolution. He offered that the USDA was excited about
being a partner in the resolution and that |ocal food
production was a priority for the departnent because it
benefited Ilocal comunities by helping to create |obs,
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improving nutrition, and increasing food security. He added
that Alaska was vulnerable to disruptions in its food
supply and related that he was |ooking forward to being a
partner with the state and its agencies to inprove and
strengt hen Al aska's food systens.

4:00: 20 PM

Co-Chair Stoltze thanked the commttee and the public for
suggestions regarding the resolution. He noted that he
tried to be as inclusive as possible when selecting the
| egislation's partici pants and t hat he appr eci at ed
Representative Edgnon's suggestion. He explained that any
om ssions were not intentional and stated that he wanted to
i nclude the Departnent of Environnental Conservation in the
resolution for the areas that it had a constructive role
in, while still acknowl edging that the departnent had
i npl enented policies that were not always popular. He
mentioned that he would work to add provisions to the
resolution and would bring it back before the conmttee at
a future date. He related that he was pleased to see nore
people discussing Alaskan fisheries and agriculture
together and offered that there was a constructive spirit
of cooperation towards the goals of better food security
and increasing local, nutritious purchases. He agreed that
Al askan sal non was a brain food and that Pollock would be a
preferable alternative to serve in tacos for schoo

| unches.

Vi ce- Chair Fairclough CLOSED public testinony.

4:03:23 PM

Representative Joule shared that he was excited about the
resolution. He recalled a personal story about living in
the Al askan communities and related that the comunity he
was living in would take one day a nonth in its schools "to
be I nupiat people;” during this tine, one of the things the
community brought into the schools was I|ocal food. He
shared that famlies had worked together during the harvest
times and that it was fun to watch famlies, the conmunity,
and the schools to be able to enjoy the good food. He
related that there were nutritional issues in Alaska's
schools, jails, residential facilities, state hospitals,
and other facilities and that the discussion surrounding
the resolution was great. He stated that years prior, there
had been a funding request for a pilot program that would
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have replicated blueberries in Alaska, but that that it had
been vetoed. He related that he often wondered what
possibilities Alaska had lost as a result of the veto. He
observed that he nmanaged the Departnent of Health and
Social Services' budget and that obesity cost Al askans
sonmewhere between $459 mllion to $477 mllion per year;
the state's investnment to fight that issue was $400, 000.

Representative GQGuttenberg nentioned that there was a new
strain of blueberries that grew in clunps |like grapes. He
offered that normal |y, the problem wth harvesting
comercial blueberries was that they fruited in a sparse
pattern; however, an experinental farm in Fairbanks was
working with local farnmers on the new blueberries. He
related that there was a | ot of research being conducted on
and off university canpuses regarding the benefits of
Al askan bl ueberries and nentioned that the state's
bl ueberries cont ai ned i ncredi bly hi gh | evel s of
antioxidants. He shared that agricultural prograns outside
of Alaska were requesting sanples of the state's
bl ueberries in order to try to grow them elsewhere. He
stated that hopefully, the secret to Alaska' s blueberries
was the state's extended periods of [light during the
gr owi ng season

4:07:46 PM

Representative WIlson remarked on the inportance of
nutrition in the state's schools. She observed that the
state spent a considerable anobunt of nobney on serving
breakfasts and lunches in schools, but that the neals had
very little nutritional value. She offered that the val ue
in healthy food was found not only in eating well, but also
in learning and teaching others to grow their own food. She
menti oned that the school in Tok already had a greenhouse
on location and that the mddle school in North Pole, which
was in her district, was making efforts in that regard. She
concl uded that time spent with famly and having
nutritional food could not be replaced by a can from a
store.

Representative Gara believed that one of his failings as a
| egi sl ator had been that he had never introduced a school
nutrition bill. He opined that if the state was serious
about fighting obesity and creating a market for | ocal
foods, part of the solution had to be standards for schoo

| unches. He pointed out that school |unches contained
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si npl e carbohydrates, high anpbunts of saturated fats, and

sonetinmes trans fats, all of which caused obesity. He
expressed regret that he never carried a bill with better
standards for school Iunches and hoped that soneone woul d
i ntroduce such a bill in the future.

Vi ce-Chair Fairclough discussed a zero fiscal note fromthe
Legi sl ature. She requested that anmendnents for t he
resolution be submtted to Co-Chair Stoltze's office.

Co-Chair Stoltze requested that suggestions for the
resolution cone in the form of concepts or ideas, rather
than amendnents. He opined that it would be nore efficient
to incorporate changes into a conmttee substitute. He
reiterated that he was open for ideas and that the
resolution was an inclusive docunent; however, it would
probably not be quite as open to all coners as the Al aska
Food Policy Council due to certain restrictions and efforts
to keep the docunent focused. He stated that his office
could figure out how integrate the changes wth the
exi sting | anguage of the resol ution.

Vice-Chair Fairclough noted that the Alaska Food Policy
Council's strategic plan was included in nmenber's packets.

4:11: 24 PM

HCR 24 was HEARD and HELD in Commttee for further
consi derati on.

Vice-Chair Fairclough discussed the followng neeting s
agenda.

#
ADJ OURNVENT
4:12: 06 PM

The neeting was adjourned at 4:12 p. m
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