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ACTI ON NARRATI VE

1:32: 02 PM

VICE CHAIR JCE PASKVAN called the Senate Labor and Comrerce
Standing Committee neeting to order at 1:32 p.m Present at the
call to order were Senators Davis, Gessel and Vice Chair
Paskvan.

HB 252- SMALL BUSI NESS | NCOVE TAX EXEMPTI ON

1: 33: 38 PM
VICE CHAIR PASKVAN announced consideration of HB 252 [CSHB
252(FIN), version 27-LS1085\D, was before the commttee].

1:33: 46 PM
REPRESENTATI VE M A COSTELLO, sponsor of HB 252, explained that
the premse behind this bill is to diversify the state's

econony. The state depends on the federal governnent, the oil
i ndustry and then everything el se, she said, but it can expect a
decrease in federal spending, and this bill focuses on the
"everything else" aspect of the econony by encouraging fast
growi ng busi nesses to cone to Al aska and becone corporate incone
t axpayers.

She said that right now the state of Al aska has about 16,000
corporate income tax returns comng in; about half of those pay
no corporate incone tax, and of the remaining 3,100, only about
900 conpanies pay nore than $1,000 in corporate income tax
annually. HB 252 would exenpt qualifying industries from the
state's corporate income tax until they reach $50 mllion in
gross aggregate assets. This bill dovetails with federal |[|aw
that exenpts people from capital gains tax if they invest in an
initial public offering (IPO and keep their noney in it for
five years. In order for a conpany to be considered a 1202 C
corporation, it has to have $50 nmillion gross aggregate assets
or less, cannot be in an exenpted industry and 80 percent of its
assets have to be used in the daily conduct of its business.
That portion of the federal definition really makes it apply to
a small slice of industries, but this bill exenpts additional
industries to those in the federal [|aw
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1:37: 04 PM

REPRESENTATI VE COSTELLO said she was trying to attract software
devel opnent bi ot ech, phar maceuti cal , t el ecommuni cat i ons,
superconductors, business technologies and solutions, nedia
storage servers, video ganes, nobile apps and industries that
deal primarily wth intellectual property and that don't
typically have many physical assets.

1:38:10 PM
VI CE CHAI R PASKVAN asked how | ong these tax provisions apply to
a conpany.

1:38:27 PM

JOSHUA WALTON, staff to Representative Ma Costello, replied
that neither the federal version nor the state version of this
exenption has a tine [imt, but the time limtation for how | ong
a conpany can qualify conmes through the asset cap. He explained
that when conpanies are starting up they are |ooking for fast
gromh; as they grow they either becone profitable or not. If
they are not profitable, they go away. If they are, they wi nd up
accurul ating assets which count towards the $50 nillion cap. At
| east 80 percent of those assets have to be rolled into the
active conduct of their business: things |ike paying the costs,
increasing their production or addi ti onal research and
devel opnent .

VI CE CHAI R PASKVAN asked if a conpany stays under $50 nmillion in
assets, would the exenption continue to apply.

MR WALTON said that was correct.

REPRESENTATI VE COSTELLO added if this bill beconmes |aw, Al aska
would be the first state to piggyback on federal 1202 C
corporation | aw

SENATOR PASKVAN opened public testinony.

1:40: 54 PM

JON BITTNER, Vice President, Anchorage Econom c Devel opnent
Corporation (AEDC), said they strongly supported HB 252. These
incentives are extrenely inportant to generating a stronger
econony in Alaska as well as generating interest in relocating
here from outside. This neasure also dovetails nicely wth
several federal and nunicipal opportunities that are com ng down
the pi ke over the next year. On the federal |evel, the Jobs Act
changes several regulations in the SEC code that hasn't been
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changed since 1933; these changes wll generate a |l|ot of
i nterest and new busi ness that could take advantage of this kind
of incentive. In Anchorage, it could dovetail wth the Minicipa
Angel Fund that is comng on line soon. There has never been a
better time than right now for businesses to cone to Al aska.

VI CE CHAI R PASKVAN asked his thoughts on a tinme limtation.

MR. BITTNER replied that they would |eave the details up to the
| egi sl ature.

VI CE CHAI R PASKVAN said he supported the bill, but was trying to
figure out sonme sideboards for it.

1:43:59 PM

SENATOR DAVI S said she was |ooking at letters of support and was
inpressed with sonmeone who was born and raised in Alaska and
started his business at age 16. He is now 19. He was born and
raised in Alaska and is now in Europe. He 1is quite an
ent repreneur.

VI CE CHAI R PASKVAN said that the man she was referring to, Tyler
Arnol d, had provided witten testinony.

1:45: 00 PM
ALLEN JOHNSTON, representing hinself, said he had been with an
i nvestment conpany for the last 35 years and strongly supported

HB 252. This is the best bill he had seen for the |east cost,
the nost |everage for changing the psychology in Al aska as far
as getting people to think "can do" in identifying |[ocal

probl enms and becomng involved in their solutions and creating
different types of conpanies that don't nake any sense to do
here right now He remarked that this exenption could work as a
catalyst for a lot wonderful initiatives that are happeni ng now.

VICE CHAIR PASKVAN remarked that he renenbered neeting M.
Johnston in Fairbanks about 25 years ago.

1:47: 03 PM

REPRESENTATI VE COSTELLO presented video testinmony from Tyler
Arnold in which he explained that his current start up, "Sinply
Social," is a 1202 C corporation based in Alaska. He said he may
be global, but he acts local and unfortunately, Al aska has one
of the highest state corporate incone tax rates in the country.
HB 252 would not only renove this burden but would strengthen
the state's global conpetitiveness by waiving the state tax rate
for like-mnded tech startups and high grow h conpani es.
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He said he chose to incorporate in Al aska partly because it's
his home, but also because he was able to attracted nine |oca
accredited angel investors who chose a path forward in nentoring
and funding him He hoped | awmmakers woul d be equal |y supportive.

1:50: 30 PM
The video with M. Arnold's testinony ran from1:48 to 1:50 p. m

MR. WALTON said there was an 11 hour tine difference in Ronmani a
and M. Arnold had a sore throat, so he wasn't available for
guestions right now and offered to provide contact information.

SENATOR PASKVAN found no questions from conmttee nenbers and
asked if this tax had any appropriate sideboards.

1:51: 44 PM

JOHANNA BALES, Deputy Director, Departnent of Revenue (DOR),
said this version of HB 252 has a 10-year sunset provision on
page 2, line 22. She said the departnent had no issues wth
version D of HB 252, but didn't have an official position on it.

VI CE CHAIR PASKVAN, finding no further comrents, closed public
testinmony and held HB 252 in commttee.

HB 301- BOATI NG REGULATI ON:  SUNSET/ ENFORCEMENT

1:53:43 PM
VICE CHAIR PASKVAN announced consideration of HB 301 [CSHB
301(FIN), version 27-LS1152\M was before the commttee].

1:53: 48 PM

ASTRID LI EVANG, staff to Representative Alan Austernman,
introduced herself and said Representative Austerman was in a
House Finance Committee neeting right now and sent his regrets.

SENATOR DAVIS noved to bring SCS CSHB 301( ), version 27-
LS1152\ B, before the commttee.

VI CE CHAI R PASKVAN obj ected for discussion purposes.

MS. LIEVANO said the purpose of HB 301 was to repeal the sunset
date of the Alaska Boating Safety Program Wthout |egislative
action, the program would termnate on July 1, 2013. Wen the
program was established in the 21st Legislature, it cautiously
added two sunset clauses; one repealed the Boating Safety
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Program by date and the second repealed it in case the federal
funds didn't come through. Since the program was established,
the legislature has acted three tines to extend it. It has now
been in effect for 12 years and thanks to the "Kids Don't Float"
a loaner life jacket program at |east 22 children have survived
a water energency.

M5. LIEVANO explained that federal financial assistance is
provided through the "Boating Safety Account for the Aquatic
Resource Trust Fund,"” also known as the "Sport Fish Restoration
and Boating Trust Fund." Al aska net the eligibility requirenments
to receive the funds in the year 2000 with the passage of HB
108, the Al aska Boating Safety Act.

She said that sections 1 and 2 of the bill were added by the
House and the wording is related to the federal governnment not
being able to enforce or exercise enforcenent in state

wat erways. This wording already exists in statute, and it was
the will of the Finance Conmmittee to put it in this section.

Section 3 is the neat of the bill and has the sunset repealer
requirenents. Section 4 is the effective date of section 2 and
section 5 is the effective date of section 3.

1: 56: 48 PM
MS. LI EVANO expl ained that the CS broadens a statutory reference
in sections 1 and 2 of the bill that was too narromy witten

according to the Attorney Ceneral's Ofice. She said a
representative fromthat office was on line to speak to it.

VI CE CHAI R PASKVAN added that sections 1 and 2 were substantive
additions that went beyond the sponsor's intent and weren't
connected to the sunset provisions.

MS. LI EVANO said that was correct.

1:58: 06 PM

JANE SCHULTZ, Kenai Peninsula Enmergency Services, Kenai, said
she had attended the Boating Safety class and that it is
excellent. It's provided free of charge and goes all over the
state. In her job she gets many calls asking where this
informati on can be obtained, and she directs themto the Ofice
of Boating Safety. It has kids' books that they are willing to
share and videos on boating safety. They provide a pre-departure
check list and a float plan for people and encouragenent to use
it. Their posters are all over the state providing information
on boating safety. One is called the "Choose LIFE Poster."
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"LIFE' stands for "use your Life jacket, |nspect your boat, File
a Float plan and get continuing Education.” It is a very
wor t hwhi | e program

2:00: 12 PM

M5. SCHULTZ said the "Kids Don't Float programi is a trenmendous
life saver. She didn't see any need for the sunset clause and
encour aged passage of HB 301.

VI CE CHAI R PASKVAN asked the assistant attorney general to walk
t hem t hrough the departnent’'s | egal concerns.

2:01: 31 PM

JOHN BAKER, Assistant Attorney General, CGvil D vision, Natura
Resources Section, Departnent of Law (DOL), said M. Lievano
accurately summarized the history of the program He explained
that nost of the past anendnents (nostly extending the sunset)
had been directed at the conditional sunset date and were
required to be achieved by special session laws rather than
t hrough anendnents to the permanent statute. That may have |ed
to sone confusion in the process of an anmendnent that cane out
fromthe House Finance Commttee CS

He said the only concern DOL had was with two very narrow
provisions in sections 1 and 2 that have brief references to AS
12.25, the citation authority. For reasons not entirely clear,
the House Finance CS would substitute only one section of that
| aw for the original version in statute, which would nmake all of
AS 12.25 applicable to citations issued by officers enforcing
the Boating Safety Program The conplication in that provision
is that it would lead to other sections in AS 12.25 being
exenpted from citations wunder the program - for instance,
uniform citation format, notice requirenents for citations that
are issued, whether the normal bail forfeiture schedule would
apply to citations and disposition of records if an individual
were cited. It raises questions as to whether any of those
provi sions would apply, and they apparently would not. It's
t heir working assunption that the change was an error.

MR. BAKER said he consulted with Assistant Attorney GCeneral
Anni e Carpenetti in the Crimnal D vision, and she concurred
that it would be problematic to change the format and have only
one section of that statute apply to citations. That was their
only objection to the House Finance CS. He said they had no
objection to the substantive anmendnent in sections 1 and 2,
which clarifies that federal officials wouldn't be able to
enforce the act.
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VI CE CHAI R PASKVAN asked if the Attorney General's Ofice favors
section 1 as currently witten.

MR. BAKER replied yes. The recommendation would be the current
| anguage in sections 1 and 2 that refers to "peace officer may
issue a citation as provided in AS 12.25.175 through AS
12. 25. 230" and then repeat that |anguage again in section 2.

2:06: 23 PM
VICE CHAIR PASKVAN asked if the problem was in the current
ver si on.

MR. BAKER answered that version B had the correct |anguage.

SENATOR DAVI S asked if he was okay with section 3 in version B,
al so.

MR. BAKER answered yes.

VICE CHAIR PASKVAN closed public testinmony and said he would
hold HB 301 in commttee.

2:08: 05 PM

Finding no further business to cone before the conmttee, Vice
Chair Paskvan adjourned the Senate Labor and Commerce Conmittee
neeting at 2:08 p. m
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