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ACTI ON NARRATI VE
1:14:11 PM

COCHAIR PAUL SEATON called the House Resources Standing
Committee neeting to order at 1:14 p.m Representatives Seaton,
Fei ge, Munoz, Gardner, and Herron were present at the call to
order. Representati ves Foster, Dick, Kawasaki, and P. WIson
arrived as the nmeeting was in progress.

HB 58- M NI NG PROD. & LI CENSE TAXES/ ROYALTI ES

1:14: 27 PM

CO CHAI R SEATON announced that the first order of business would
be HOUSE BILL NO 58, "An Act relating to mning licenses, to
the mning license tax, and to production royalties on mnerals
and rents for property involved in mning; and providing for an
effective date.”

1:15: 12 PM

KATI E KCESTER, Staff, Representative Paul Seaton, Alaska State
Legislature, related that HB 58 would reform mning taxes in the
State of Alaska. M ning taxes have been substantially unchanged
si nce statehood, although sone royalty |anguage was added during
the 1980s. She offered a section-by-section analysis of the
bill. She referred to a docunent in nenbers' packets titled,
"HB 58 - Sinplified Conparative Sectional v. A" which conpares
the existing statutes with HB 58. Additionally, she referred
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nmenbers to a |legal services version dated February 7, 2011 in
menber s’ packets.

1:16: 20 PM

M5. KOESTER expl ai ned that changes to Section 1 pertain to coa
royalties and wupdates statute to reflect regulation. The
Sstatutes that authorized coal royalties were created during the
territorial legislature and included a provision that allowed
the comm ssioner to update rates in regulation. This section
woul d formalize that process in statute.

M5. KOCESTER related that proposed Section 2 was suggested by
Kerwi n Krause, Geologist, Dvision of Mning, Land and Water to
allow coal |essees to pay royalty-in-kind rather than in cash.
This provision would be applicable for coal-fired power plants,
such as the one located at the University of Al aska Fairbanks.
She characterized this as a nmeans of cost savings and would be
advant ageous to t he UAF.

1:17: 31 PM

M5. KCESTER stated that Sections 3, 4, and 5 pertain to mning
rentals of a holder of a mning claim |easehold |ocation or
mning |lease. She explained that these statutes were antiquated
but were updated in regulation. The sponsor's intention is not
to substantially increase rental rates. She suggested the
commttee consider whether to place current regulation(s) into
statute to clarify or if another approach would be preferable.
She pointed out the sponsor's intent is to clarify and update
the current | anguage.

CO CHAI R SEATON explained that the statutes that pertain to the

coal production royalty regulations were based on territorial
and not state statutes.

M5. KOESTER further clarified that the coal production royalty
statutes are based on territorial statutes. She was unsure of
whet her mning rentals were al so based on territorial statutes.
1:19:41 PM

REPRESENTATI VE GARDNER related her understanding that the
regul ati ons have already been updated and statute changes are
conform ng statutes so the changes will be seanml ess to industry.

M5. KOESTER agreed that is her understanding.
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CO- CHAIR SEATON clarified that relying on territorial statutes
to authorize regulations nmakes it nebulous as to where the state
is at wth respect to coal production royalties but the
Department of Law could provide guidance on how this would
af fect industry.

1: 20: 33 PM

CO CHAI R FEI GE asked whether the coal royalties are set at the
time that the mneral lease is granted or when the mne actually
begi ns producti on.

M5. KOESTER asked whether he was referring to coal or mneral
production royalty.

CO CHAI R FEI GE answered coal production royalty.

M5. KCESTER offered her belief that it would begin on the date
producti on begins. She deferred to the Departnent of Natural
Resources for nore infornation.

1:21: 21 PM

COCHAIR FEIGE inquired as to whether this would refer to coal
production royalty established at the tinme of the |lease or first
coal .

1:21: 57 PM

WYN MENEFEE, Acting Director, Dvision of Mning, Land and
Wat er, Department  of Nat ur al Resources (DRN), i ntroduced
hi nmsel f. He then asked M. Kerwin Krause to respond to the
guesti on.

1:22: 06 PM

CO CHAIR FEIGE restated his question. He asked whether the coal
production royalty anmount is determned at the tinme the mneral
| ease is granted or at a later date.

1:22:31 PM
KERW N KRAUSE, Ceologist, Central Ofice, Division of M ning,

Land and Water, Departnent of Natural Resources (DNR), answered
that is determned by regulation. He explained the coal
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production royalty amount spans a 20-year term  Thus, every 20
years the royalty amount woul d be subject to change.

1:22:46 PM

CO CHAI R FEI GE asked whether the mning royalties are handled in
t he sane manner as other production royalties.

MR. KRAUSE answered no, noting that |ocatable mnerals are not
subject to change and are currently set at 3 percent. He
offered that <coal production royalty is currently set at 5
percent of adjusted gross val ue.

1: 23: 19 PM

M5. KCESTER rel ated that Section 6 establishes a new production
royalty cal cul ation. Currently, production royalty for mnera

mnes on state land is set at 3 percent of net incone. The
proposed change woul d set the production royalty at 3 percent of
net smnelter return. She explained that would be 3 percent of

the gross value of the mneral at the point of production. She
characterized this change as significant since it would base the
royalty on the actual value of the mineral versus the inconme of
t he m ne.

M5. KOESTER stated that Section 7 would define net snelter
return to nmean the value that the mning conpany receives from
the sale of ore after it has been snelted or refined. The value
woul d be based on the current price of the mneral |ess the cost
of processing and transporting it between the refinery and the
mne. This proposed section would also allow the departnent to
determ ne the cal culation nethod in regul ation.

1:24:16 PM
CO CHAIR SEATON explained that the net snelter return for

current production royalty is set at 3 percent of net profit. A
conpany that is inefficient or has substantially high expenses

may not pay a royalty. It could take years before the conpany
shows a net profit since all mning expenses are deducted
i mredi ately. In those instances the state may not collect any

production royalty for many years. The net snelter return (NSR)
woul d be based on a value of the minerals after transportation
costs are subtracted, but this provision nmakes a big
di stinction, he said.

1: 26: 35 PM
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M5. KOESTER pointed out that |andowners use net snelter return
(NSR) to calculate production royalty. She recalled the Menta
Health Trust and other places in the Lower 48 also use the NSR
nmet hod.

CO- CHAIR SEATON in the past there has not been a problem or
issue with production royalties since it only applies to state
land and alnost all mnes in Alaska are on Native |ands or
Mental Health Trust |ands and both use a NSR production royalty.
He was unsure why production royalty should be calculated
differently when the mne is on state lands. The general anount
for NSR returns has been between 3.5-5.5 percent, he said.

M5. KOESTER referred to proposed Section 8, which defines gross
value at the point of production. This is inportant since
production royalty is determ ned on the value of the m nerals.

The conmttee took an at-ease from1:28 p.m to 1:29 p. m

1:29:22 PM

M5. KOESTER elaborated on the gross value at the point of
producti on. She explained that this as an inportant value to
determ ne because the production royalty will be based on the

m neral value at the mne head, but that value is adjusted for
val ue added costs. Thus, the mneral value would be determ ned
by looking at where the mneral is sold and the transportation
to that | ocation. The gross value may also be rejected by the
DNR i f the departnent believes the value given by the company is
i naccurate or that the transportation cost is not a true
reflection. This provision helps ensure that the state receives
an accurate val uation.

CO CHAIR SEATON related a scenario to illustrate this in which a
conpany may have a partner who is a transportation partner or a
snel ter. The transportation costs or snelting costs could be
rejected by the departnment if they did not seem reasonable to a
third party.

1:31:37 PM
REPRESENTATI VE GARDNER asked whether it would be challenging to

the state to research whether a trucking conpany was part of the
m ni ng conpany.
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CO CHAI R SEATON related these provisions are standard to avoid
profits from being shifted from one conpany to another. He said
if the charges are reasonable that he presuned the departnent
woul d accept them He characterized the process as simlar to
the Trans- Al aska Pipeline System (TAPS) process. He related his
understandi ng that the departnent does not have to analyze al
costs, but the |language would give the departnment the ability to
chal | enge unreasonabl e costs.

REPRESENTATI VE GARDNER pointed out that a nunmber of |awsuits
have been filed against the TAPS just for that reason. She
| ooked forward to the department's vi ewpoint.

1: 33: 27 PM

CO CHAIR FEI GE asked how the departnment could verify how nuch
gold a placer mne renoves fromthe gravel

M5. KOESTER responded that the departnment would establish
regul ations. She offered that it would depend on the market and
surm sed sonme self-reporting would occur.

1: 34: 09 PM

CO- CHAIR FEIGE asked whether the departnent depends on the
pl acer miner to accurately report the mnerals extracted.

M5. KOESTER agreed, that is her wunderstanding, just like the
state depends on a large mne to accurately report the mnerals
it is extracting fromthe ground.

1: 34: 34 PM

MS. KOESTER referred to Section 9, which would require mners to
apply for a mning license and adhere to any regulations
pertaining to m nes.

M5. KOESTER said that Section 10 relates to the mning tax
deferral. Currently, mning conpanies, excluding sand and
gravel conpanies, have an exenption for the first three and one-
hal f vyears. This would change the exenption to a 10 year
deferral, and would require the deferred tax to be paid over the
next 10 years without interest. She expl ained that Section 11
sinplifies conforns the | anguage to | anguage in Section 10.

1: 35: 32 PM
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M5. KOESTER referred to Section 12, which would increase the
mning license tax rates and would add an additional tax bracket
applicable to net incone over $1, 000, 000. She expl ai ned that

the tax rates have not substantially changed since 1955. The
updates reflect today's dollar values and exenpt mning
conpani es with net incone under $100,000. It would increase the
tax rate by two percentage points. She referred to the
italicized table titled "current mning tax rates.” Currently,
m ning conpanies whose net incone falls under $40,000 are
exenpt . Additionally, current mning license tax rates top out

at $100,000 and 7 percent. The proposed mining license tax rate
would top out at $1, 000, 000. The also referred to charts in
menbers' packets that would explain the revenue effects of those
changes.

1: 37:14 PM

CO CHAI R SEATON pointed out that mners have an exenption for
the first $100,000, but this provision would also provide for 5
percent up to $250,000 whereas the current mning license tax is
an additional 5 percent up to $100,000. Thus, the change would
allow mners to nore than double net inconme at the 5 percent
rate. The 7 percent rate would be assessed up to $500,000 in
net incone. Therefore, as the mning operation becones nore
profitable the mning license tax rate increases. He pointed
out that currently mners whose net incone is $40,000 woul d pay
3 percent on the entire anount. He referred to the proposed
increase, noting the first $100,000 is not taxed, from $100, 001
to $250,000 is taxed at 5 percent, and from $250,001 up would
pay the base tax plus the percentage.

1: 39: 23 PM

REPRESENTATI VE GARDNER asked whether mning |license taxes are
paid on all land or just on state |and.

CO CHAI R SEATON answered that the mining license tax is assessed
on all mning in the state, regardl ess of |and ownership.

1:39:43 PM
MS. KOESTER referred to Section 13, which outlines the procedure
for taxing multiple mnes and updates the |anguage to conform

the current drafting style.

1:40: 04 PM

HOUSE RES COW TTEE - 9- April 11, 2011



M5. KOESTER characterized Section 14 as the third substantive
part of the bill. This would delete the existing depletion
statutes and allow for only cost depletion. Currently a mning
conpany can choose between percent depletion and cost depletion
in terns of deductions to the mning license tax. She expl ai ned
that percent depletion, based on a formula in statute, has been
nore advantageous with respect to taxes. Taxes are based on
income so incentives exist for mning conpanies to reflect their
net incone as |ow as possible. She reiterated that Section 14
would only allow for cost depletion, or the anmount actually
spent on depl etion.

CO CHAI R SEATON added that cost depletion neans witing off all
expenses. He offered his belief that cost depletion is not used
anywhere el se in the world.

1:41:56 PM

REPRESENTATIVE P. WLSON asked for the definition of an arnis
| ength transaction.

CO CHAI R SEATON characterized an armis length transaction as one
that prevents accounting from the "right pocket to the left
pocket.” He related his theory that if something is allowed in
the tax code that a conpany should not be "brow beaten" for
using the tax break. This provision assures that cost shifting
to avoid taxes won't occur.

1:44: 02 PM

M5. KCESTER related that Sections 15-23 relate primarily to
definitions. She highlighted Section 17, which disallows the
deduction of state corporate incone taxes from the mning
| icense taxes. Current statutes allow mning conpanies to
deduct their state corporate incone tax. Section 20 would
define the date when production begins. Section 21 would repea
a nunber of sections that are no |onger needed because of
changes nade in the bill. It repeals references to rentals,
renewi ng licenses, and the date when production begins as these
are covered in other sections of the bill.

M5. KCESTER related that Section 22 applies the bill to all
| eases negotiated after Decenber 31, 2011 and Section 23
provi des the effective date of January 1, 2012.

1: 45: 43 PM
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M5. KOCESTER reviewed other itens that she nentioned may be of
interest to nenbers. She referred to a tab in nenbers' packets
| abel ed, "Fraser Index and Polls." She explained that the
Fraser Institute surveys professionals and executives to get a
sense of industry. She pulled excerpts from the 2009 to 2010
Institute Survey of Mning Conpanies. She related that Figure 3
of the report on page 18 considers mneral potential assum ng no
| and uses in place and assum ng industry "best practices" places
Al aska second after the Denocratic Republic of Congo (DRC). She
referred to page 30 to Figure 8: Taxation reginme, which lists
Al aska 19th of 72 countries. She turned to page 50, to Figure
18: Conposite policy and mneral potential ranks Alaska as
ranked fifth. She referred to page 54 and to Table 11, titled,
"How do you rate the inportance of mneral potential versus
policy factors?" She highlighted that Al aska's nineral
potential is rated at 60.35 percent and its policy factors at
39.5 percent. She surm sed that mning conpanies will look to
the mineral potential first. She offered that Al aska definitely
has m neral potential.

1: 48: 15 PM

M5. KOESTER pointed out results of several surveys in nenbers'
packets. The Hellenthal and Associ ates statew de public opinion
research survey taken between February 12 and February 20, 2007,
asked the Al askan public questions on resource devel opnent. She
referred to "Question ten on page v" which asked if the public
woul d support or oppose a ballot initiative requiring mnes to

pay a percentage of their gross profit to the state. The
results showed that those who strongly favored or sonmewhat
favored a 10 percent tax is 70 percent. While HB 58 would not

i npose a 10 percent tax increase on gross profit, the survey has
hel ped provide a sense of the public's view. A follow up survey
t aken between March 5 and March 18, 2007 asked Al askans whet her
they would favor or oppose increasing taxes on the mning
industry and 51.3 percent of those surveyed favored increasing
mning taxes [question 23]. She reiterated the surveys sinply
provi de a "snapshot” of public opinion given at a point in tinmne.

M5. KOESTER referred to the next tab, to an Cctober 17, 2007
menmo from the State Assessor's office that conpares what the
State of Alaska is doing conpared to other jurisdictions wth

respect to mning taxation and recomends changes. The neno
references House Bill 156, which was pending during the 25th
Legi sl ature. She indicated that HB 58 proposes the sane changes
as the prior bill. She offered that the suggested changes in
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the bill canme out of a nunber of productive neetings in the
House Ways & Means Committee.

1: 50: 14 PM

MS. KOESTER pointed out the next tab contains charts prepared by
Johanna Bales of the Departnent of Revenue (DOR). The graphs
illustrated what the revenue woul d have been had the state been
operating under the changes proposed in HB 58 during the past
five years. She clarified that the graphs only pertain to the
mning |icense revenues and not royalties.

M5. KOESTER referred to a Legislative Research Report in
menbers' packets dated February 3, 2011. She said the real
"nmeat” of the report is on page 3. She offered the sponsor's
intent is to ensure that Al askans are receiving fair value for
its non-renewabl e resources. She explained Table 1: M neral
Extraction in Al aska: Government Revenue as a Percentage of
Resource Val ue, 2001-2009, takes the value of the resource and
assesses the percentage of state revenue derived from the
overal | resource. Thus, it extrapolates a percentage of the
value the state has received for the value of the resource.
This table indicates that the revenue has been ranged between
|l ess than 2 percent 7 percent between 2001 and 2009. The policy

call the Ilegislature should consider is whether the state
receives adequate conpensation for its resour ces bei ng
extract ed.
1:52:31 PM

M5. KOESTER referred to a letter from the Alaska Mners
Association, Inc. and related that additional public coment
woul d be placed under the tab as it is received.

CO CHAIR SEATON referred to the chart on Table 1. He related
his wunderstanding that the governnent revenue includes al
muni ci pal and state taxes and fees, including royalties.

M5. KOESTER concurr ed.

1:53: 26 PM

REPRESENTATI VE GARDNER referred to the DNR graphs, and the
colors depicted for 2007, which she said were different than the

ot her graphs. She inquired as to whether that was inadvertent
or significant.
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JOHANNA BALES, Deputy Director, Tax Division, Anchorage Ofice,
Department of Revenue (DOR), answered that it was a conbination
of the two. She explained that the division updated the charts
fromprior years, and during the 25th |egislature, the chart was
depicted differently since in 2007 it represented a significant
increase in the amount of revenue over historical nunbers. She
further explained while prices later fluctuated in 2007 that
m neral prices had increased significantly.

1: 55: 34 PM

REPRESENTATI VE GARDNER understood the color difference were
i ntentional . She further understood the graphs pertain to the
sane rel evant informati on and consi dered the sane.

M5. BALES agr eed.
1:55:54 PM

CO- CHAIR SEATON referred to the first chart titled, "Mning
Li cense Tax Revenues - Effect of Cost Depletion Only." He asked
whether the DOR could provide the nunber or percentage of
taxpayers that did not use cost depletion, but used resource
depletion in those years.

MS. BALES responded that nbst taxpayers use percentage depletion
because there cones a point in the mine's life in which the cost
depletion has been conpletely utilized so what is left is
per cent age depl eti on.

1: 57: 03 PM

CO CHAIR SEATON clarified that the differences seen on the
graphs from FY 2006 to FY 2011 are probably not due to conpanies
switching from cost depletion to revenue depletion. He rel ated
his wunderstanding nost of the mnes would wite off the
percentage of the resource that has been extracted and would
| ower their tax rates due to that factor instead of witing off
t he costs.

MS. BALES agreed. She said that cost depletion basically goes
away once the actual costs are depleted and this happens very
quickly in states with "percentage depletion” in their statutes.

1: 57: 58 PM
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CO- CHAIR SEATON asked for an explanation of how percent
depl eti on works.

1:58: 07 PM

M5. BALES asked to first explain cost depletion to provide a
proper focus. She related that when a conpany devel ops a nine
certain costs expended are capitalized. These costs would not
be taken as a current year expense. Those costs that are
capitalized to develop the mne then becone the cost basis for
depl eti on. Under cost depletion, which would be simlar to
depreciation, a conpany would be allowed to depreciate or
deplete those costs wuntil all of the costs the conpany has

i ncurred have been expended. She further stated that percentage
depl etion would not be based on any costs incurred in the mne.
| nstead, cost depletion represents a statutory percentage of the
gross incone a conpany reports each vyear allowable as a

depl etion expense. So even though a conpany would no |onger
have any costs that it has not already depleted, it would stil

allowed to take a deduction. That would define percentage
depletion, which is not based on any costs, she said. She

characteri zed percentage depletion as basically a subsidy.
1:59:44 PM

CO CHAIR SEATON inquired as to whether the subsidy equates to a
straight 1ine. He related a scenario in which a nmne has $50
mllion and after extraction of $25 mllion, the conpany would
pay hal f, which would not be available to themfor future.

M5. BALES responded that the scenario described is nore cost
depletion which is based on the anobunt of mnerals extracted.
She expl ai ned that percentage depletion is based entirely on the
annual gross incone from the sale of the product. A conpany
does not typically take into account how nuch of the resource
remai ns.

2:00: 48 PM

CO CHAI R SEATON asked whether that was fixed or changes over
time.

MS. BALES answered that the cost depletion is fixed in statute.
In further response to Chair Seaton, she answered that it is
fixed in statute for the life of the mne

2:01: 01 PM
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CO CHAI R SEATON asked for clarification, whether the larger the
mne the larger the percentage that could be witten off or if
it is a single percentage.

MS. BALES answered that it would be a single percentage based on
the type of mneral being extracted but it does not pertain to
the size of the mne. She recalled the rate was 10 or 15
percent on gold extraction. She offered to provide those
figures to the conmttee.

2:02: 04 PM

M5. KOCESTER hi ghlighted the anount. She stated that under the
mning license tax, Alaska Statutes (AS) 43.65.010 (c) outlines
the percent depletion for metal mnes, which is primarily what
HB 58 addresses. This statute lists the allowance for depletion
at 15 percent for nmetal mines. She stated that AS 43.65.010 (f)
reads, "The allowance for depletion nmay not exceed 50 percent of
the net inconme of the taxpayer..." She added that the allowance
for depletion for coal is 10 percent and sulfur is 23 percent.

2:02:39 PM

CO- CHAI R SEATON rel ated his understanding that the allowance for
depletion for nmetal mnes is 15 percent, but it could not exceed
50 percent of the net incone.

M5. KOESTER agr eed.
2:02:49 PM

REPRESENTATI VE SEATON recapped that Alaska's mning |icense tax
is based on an allowable wite-off of up to 50 percent of the
net incone.

MS. BALES agreed that is basically correct. She said that the
percentage depletion for a gold mne would be 15 percent of the
gross incone, but it cannot exceed 50 percent of the net incone.
Thus, after the nine takes off the expenses from the gross
income, that 50 percent of the mne's net incone cannot be
reduced.

2: 03: 50 PM

REPRESENTATIVE P. WLSON referred to the tab, "Legislative
Research Reports", to page 3 of the Legislative Research
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Services nmeno of February 3, 2011, to "Table 1." She al so
directed nmenbers to the tab, "State Assessor Report" to page 8
of the neno dated October 17, 2007 titled "Mning Tax Laws
Across the United States."

CO- CHAI R SEATON referred nmenbers to the tabs menti oned.
2: 05: 32 PM

REPRESENTATIVE P. WLSON said in reviewing Table 1, it seens as
if those percentages are very low, but page 8 of the state
assessor's report lists Alaska's income rates as between 1
percent and 9.4 percent. Additionally, she noted that nost
states do not have royalties but Al aska does. She asked whet her
including royalties would nmke Alaska's overall tax rates
hi gher. She further asked for the royalties for m ning.

CO CHAI R SEATON answered that the state's current royalties are
3 percent of the net incone. He referred to page 3, Table 1,
and indicated the right colum |lists the total governnent
per cent age of revenue, which includes state and nunicipal taxes,
fees, royalties collected fromthe mning industry.

REPRESENTATI VE MUNOZ offered her belief that the figure does not
i ncl ude corporate taxes.

2:07:18 PM

CO CHAIR SEATON referred to the "Legislative Research Reports”
tab, to page 3 of the Legislative Research Services neno of
February 3, 2011.

M5. BALES said she does not have the report in front of her.
2:08: 03 PM

CO- CHAIR SEATON related his wunderstanding that Al aska has a
corporate net tax rate which is deductible from the net mning
license tax. He agreed that is a question that needs to be

answer ed.

M5. BALES offered to pull the docunents from BASIS and get back
to the commttee.

2:09: 13 PM
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REPRESENTATIVE P. WLSON reiterated that she is interested in
how Al aska conpares overall to other states and countries.

CO CHAI R SEATON understood and agreed that question needs to be
answer ed.

M5. KCESTER referred to notes on page 3, to Table 1 of the
Legi sl ative Research Report. She read: "The Departnment of
Revenue cautions that because corporate income tax revenue
reflects parent corporation activity, the data provided nay not
accurately reflect mning activities in Al aska." She agreed
clarity is needed.

2:10: 08 PM

CO- CHAIR SEATON related his wunderstanding that Table 1 does
include corporate taxes but he was unsure that the corporate
taxes are exclusive since the figure my include other
deducti ons.

REPRESENTATIVE P. WLSON thought it also indicated that
corporate incone and mning |license taxes were reported, but not
until the next year.

CO- CHAI R SEATON agr eed. He thought it clarified that as the
succeeding fiscal year since it differentiates between fiscal
years and cal endar years. He said he thought it neant that in
2005, sone carryover from previous or post year would happen,
but woul d not be counted tw ce.

2:11:30 PM

M5. BALES clarified that the question is whether the corporate
tax is included in those nunbers. She answered that she is
fairly certain it does include the corporate incone tax. She

affirmed the percentage does include the corporate incone tax.

CO CHAIR SEATON asked for further clarification that these
figures represent a conbination of all governnent "take"
i ncl udi ng rmuni ci pal and state taxes, |licenses, and fees.

M5. BALES responded that is her understanding of this report.

2:12: 41 PM
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REPRESENTATIVE P. WLSON asked whether M. Bales has any
information that would conpare Alaska to other states and
countries.

M5. BALES offered her belief that the Fraser Institute Report
identifies how Al aska conpares to other states and countries.

2:13: 18 PM

REPRESENTATI VE P. WLSON referred to the Fraser Report to figure
3 on page 18. She related that the graph does not |ist nunbers.

CO CHAI R SEATON pointed out the tax reginme is listed separately
and only conpares taxes, but does not i nclude m neral
extraction.

M5. KCESTER added that conparing Al aska's taxes with other areas
gets very difficult becomes sonme jurisdictions have a severance
taxes, while some jurisdictions have property taxes and what can
be deducted can very nuch change. She indicated that the
di scussion illustrates this. She offered to work to provide an
accurate picture for the conmttee.

2:14:29 PM

CO CHAI R SEATON added that the taxes highlight one thing, but if
conpanies can wite off 50 percent of the taxes, as Al aska does,
that it | ooks another way but the total picture isn't visible in
t he overall conparison

MR. MENEFEE related that he did not have any further
clarification to the questions asked.

CO- CHAIR SEATON recalled that the regulations relied on the
territorial statutes. He inquired as to whether the division

could comrent on the relevance since it is now 50 years past
st at ehood.

MR. MENEFEE answered that he does not have any statenment from
t he Departnent of Law on the rel evance.

CO- CHAIR SEATON requested that he research and ©provide
information to the commttee.

MR. MENEFEE agreed to do so.

2:17: 01 PM
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CO CHAIR SEATON noted that it has been a long tine since the
state has | ooked at the mning taxes since statehood and whet her
the tax code and royalties are sufficiently robust to neet the
constitutional obligation to Alaska's citizens.

[ HB 58 was hel d over. ]

SJR 2-LIM T FEDERAL | NTERVENTI ON | N STATE

2:19: 01 PM

CO CHAI R SEATON announced that the final order of business would
be CS FOR SENATE JO NT RESCLUTION NO 2(RES), Commending and
supporting actions taken by the Ofice of the Governor and the
attorney general to protect the state from federal governnent
incursion into the care and managenent of state resources and to
pronote the economc prosperity of the state; and urging the
United States Congress and the President of the United States to
limt federal governnment overreach into managenent of state
resour ces.

2:19:34 PM

SENATOR FRED DYSON, Al aska State Legislature, speaking as the
sponsor of SJR 2, stated that he believed the State of Al aska
has an admrable record of doing a good job of managing its own
natural resources. He suspected that the commttee has already
tracked the inprovenents in Alaska's fisheries since statehood.
He related that he has observed sonme very unfortunate
overstepping by the federal governnent, which hugely restrains
the state from being stewards of its resources and the ability
for the state to develop them consistent wth Alaska's
constitution. He expl ained the purpose of SJR 2 is to let the
"powers that be" understand that the people of Al aska support
the state's admnistration and its actions with respect to the
managenment of its natural resources to pronmote the econonic
prosperity of the state. He related that the resolution has
undergone considerable nodification in the Senate Resources
Standing Conmittee and the Senate Judiciary Standing Conmittee
and recei ved unani nous support in the Senate.

SENATOR DYSON referred to a handout in nenbers' packets titled,
"Alaska Native Corporation's Resource Devel opnent” dated March
24, 2011 that lists areas of federal overreach of concern to
Nat i ve Corporati ons.
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2:21:41 PM

CHARLES KOPP, Staff, Senat or Fred Dyson, Al aska State
Legislature, stated that the concerns expressed in SJR 2 are
consistent with the ones raised by the Native Corporations.

2:22:12 PM

CO CHAI R SEATON related his understanding that the docunent was
not presented as testinony, but that it corresponds closely to
the resolution, SJIR 2.

SENATOR DYSON answer ed yes.
2:22:49 PM

REPRESENTATI VE GARDNER, with respect to the managenent of state
resources nentioned throughout the resolution, inquired as to
whet her the comments are nmade with respect to the entire state
and not just for state or federal | and.

SENATOR DYSON responded that under current authority, the state
does not have nuch authority on federal lands or with respect to
fish and gane resource nanagenent. He offered that SIR 2 is
specifically ainmed at what he believes is an over step by
federal regulators on state |ands.

2:24: 15 PM

CO CHAI R SEATON, after first determning no one else w shed to
testify, closed public testinony on SJIR 2.

2:25: 03 PM

REPRESENTATI VE DI CK stated he is in favor of the resolution. He
expressed an interest in making a stronger statenent. He
inquired as to whether legislators are just relieving our
consci ences or whether this really will have an inpact.

SENATOR DYSON said he shared his concern and frustration. He
remar ked that generally speaking, resolutions have little nore
val ue than the paper they are witten on. He recalled a recent
article on the topic and advised he tried to get SJR 2 passed to
support the article which was, he believed, in the New York
Ti nes. The resolution did not pass in time to be in concert
with the article. However, he understood that the Wall Street

Journal also plans to publish a simlar article. He also said
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that to the degree that the |egislature speaks on behalf of its
constituents resolutions have val ue. He suggested sone hint in
court proceedings indicate that SJIR 2 may be slightly helpful in
court, not legally, but to denonstrate w despread support for
Al aska's stewardship of its own resources.

REPRESENTATI VE GARDNER conmented that the backup docunments do
not seem to support the proposed resolution, but seem to speak
to resource devel opnent in general

SENATOR DYSON concurr ed. He reiterated that the docunent was
not presented to endorse this resolution. One page of the
handout in which the corporations |listed federal overreach,
which is applicable to SIJIR 2, he said.

REPRESENTATI VE GARDNER acknow edged his answer. She said she
asked the question since SIR 2 pertains to federal overreach on
state | ands.

2:28: 12 PM

REPRESENTATIVE MJUNOQZ noved to report CSSIJR 2(RES) out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSSIR 2(RES) was
reported fromthe House Resources Standing Comm ttee.

2:29: 00 PM

ADJ OURNMENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 2:29 p.m
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