HOUSE FI NANCE COW TTEE

April 15, 2016
7:30 p.m

7:30: 07 PM
CALL TO ORDER
Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 7:30 p.m
VEMBERS PRESENT
Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara
Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representati ve Cat hy Minoz
Representative Lance Pruitt
Representative Tanme W/ son
VEVMBERS ABSENT
None
ALSO PRESENT
Karen WMatthias, Council of Alaska Producers, Juneau;
Deantha Crockett, Alaska Mners Association; Mke Satre,
Hecla Geens Creek Mne, Juneau; Vince O Shea, Vice
President, Pacific Seafood Processors Association, Juneau;
Mar | eanna Hal | Resource Devel opnent Council; Mark Vinsel,
United Fishernen of Al aska, Juneau; Curtis  Thayer,
President, Alaska State Chanber of Comrerce, Anchorage;
Kris Norosz, Icicle Seafoods, Juneau.
PRESENT VI A TELECONFERENCE
Matthew Alward, Self, Honer ; Paddy O Donnell, Al aska
VWhitefish Trawl ers Association, Kodiak; Scott Hockens,
Pacific Storm Fisheries, Kodiak; Joe Macinko, Conmerci al
Fi sherman, Kodiak; WIlliam T. Haw ey, M nes Tr ust Co. ,
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Anchorage; Donald L. Stevens, Self, Anchorage; M chael
Jesperson, Self, Anchorage; Norman Lenon, F/V Nuka Island,
Kodi ak; Jeff Bentz, Sundance Mning Goup, Wasilla; Chris
Wodl ey, G oundfish Forum Seattle; Dave Hanson, Self,
Anchorage; David Harris, Captain, F/V Arctic Mariner
Washi ngton; Siri Dammarell, Self, Lake Stevens, Washi ngton;
Tim Musgrove, Resource Developnent Council and Al aska
M ners Association, Soldotna;, Mirk Horne, Sundance M ning
G oup, Wisilla; Paul Metz, Self, Fairbanks; Lorna Shaw,
Pogo M ne, Fairbanks; Cody Hockema, Pacific Storm Kodi ak
Col e Hockema, Pacific Storm Kodiak; Tim Moore, Self,
Honer ; Frank Bergstrom Sel f, Juneau; Mark  Pal ner,
Presi dent, Ccean Beauty Seafoods, Seattle.

SUMVARY
HB 245 PERM FUND: DEPCSI TS; DI VI DEND; EARNI NGS

HB 245 was HEARD and HELD in conmmttee for
further consideration.

HB 249 ELECTRONI C TAX RETURNS & MOTOR FUEL TAX

HB 249 was HEARD and HELD in committee for
further consideration.

HB 250 I NDI'V. | NCOVE TAX: CREDI TS; RETURNS

HB 250 was HEARD and HELD in conmmttee for
further consideration.

PUBLI C TESTI MONY: HB 245, HB 249, HB 250

Co- Chair Thonpson reviewed the agenda for the day. He
apologized for the delay and explained that conmttee
conputer crashed. He indicated that testinony would be 5
m nut es per person.

7:31:43 PM

#hb245
#hb249
#hb250
HOUSE BI LL NO. 245
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"An Act relating to the Alaska permanent fund;
relating to appropriations to the dividend fund;
relating to incone of the Al aska permanent fund;
relating to the earnings reserve account; relating to
the Al aska permanent fund dividend; making conform ng
amendnents; and providing for an effective date."

HOUSE BI LL NO. 249

"An Act requiring the electronic subm ssion of a tax
return or report wth the Departnent of Revenue;
relating to the notor fuel tax; and providing for an
effective date.”

HOUSE BI LL NO. 250

"An Act relating to the taxation of inconme of
i ndividuals; repealing tax credits applied against the
tax on individuals under the Alaska Net Inconme Tax
Act; and providing for an effective date."

7:31: 43 PM

APUBLI C TESTI MONY: HB 245, HB 249, HB 250

7:32:35 PM

MATTHEW ALWARD, SELF, HOVER (via teleconference), opposed
HB  249. He believed the state needed to have a
conpr ehensi ve broad-based solution. Taxing fisheries and
mning wthout dealing with oil tax credits, a Permanent
Fund (PF) solution, and a broad-based tax would make very
little difference in the budget gap but stood to harm
certain industries. He had not seen any econom c analysis
on the fishing industry since raising the fisheries
busi ness tax conbined with a notor fuel tax. He thought it
was inportant to understand how the legislation would
affect the vitality of the industry before noving forward.
He continued that when the tax on the fishing industry was
proposed it was stated that the industry was not paying its
way and that the 1 percent increase would create bal ance.
Since then, the Departnent of Fish and Gane (DFG budget
was cut. The departnent stated that it would adjust the ex-
vessel value of several species that would bring in over $2
mllion in additional revenue. The legislature was also
proposing to renove the Conmmerci al Fisheries Entry
Conmi ssion (CFEC) fee cap which would potentially bring in
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an additional $2 mllion. He thought funding governnent was
becom ng nore inportant than nmanagenent costs. He did not
believe it was the intent of taxes on the renewable and
sustai nabl e fishing industry that kept Al askans and snall
fam |y businesses going. He recommended several changes to
the legislation before noving it out of commttee including
doing further economc analysis before increasing the tax
on canned sal non. He al so thought that raising the floating
processor tax would discourage processors from using
floaters. In turn, there would be |ess processing capacity,
| ess harvest, and |ess ex-vessel value to tax. The
developing fisheries tax was set |ow to encourage new
fisheries which benefited Al askan residents and coastal
communities. Raising the tax from 1 percent to 4 percent

woul d discourage new devel opnent resulting in |less
potential future taxable income. He encourage nenbers to
consider the effects of the bill on hardworking Al askans.

He t hanked the commttee.

7: 35: 04 PM

PADDY O DONNELL, ALASKA WH TEFISH TRAW.ERS ASSCOCI ATI ON,
KCODI AK (via tel econference), spoke against HB 249. Menbers
of the association fished out of Kodiak, Sand Point, and
the Bering Sea. He spoke against renmoving the mninum and
maxi mum restrictions on the entry permt card. Mst nenbers
had 2 to 3 three hired skippers on their vessels. The
change would put an added burden on the skippers. It would
also nake it nore difficult for vessel owners to acquire
new skippers. He suggested that the state should review
increasing the cost of registering a vessel. He reported
that his vessel registration was $250 versus $3000 for a
permt card. He was not opposed to taxes but encouraged
commttee nenbers to involve the public nore when nmaking
deci si ons. He would prefer paying a higher vessel
registration fee than a high permt card fee. He believed
the higher permt card fee would discourage young fishernmen
from stepping into the wheel house. He also suggested that
| egislators should look at requiring only one permt card
per vessel to allow for flexibility rather than a permt
per person. He thanked the conmttee.

7:38:32 PM

SCOTT HOCKEMA, PACIFIC  STORM  FI SHERI ES, KODI AK (via
tel econference), relayed that his son had just purchased
his fishing permt card. He spoke of the poor fishing in
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Kodiak in the current year. H's son would have to nmake
three trips to pay for his permt <card. He did not
understand why one permt card was not sufficient per
vessel . He relayed figures of additional costs. He
indicated that the additional fees would not work. He was
unsure if length determned the permt fee amunt. He
indicated that his boat was about 100 feet |ong but there
were 58 foot vessels that had greater capacity than his
vessel. He was unclear about how the fee scale was
determned. He reiterated that the fee of $3000 for a
permt card was entirely too high.

7:41: 08 PM
JCE MACI NKO, COMVERCI AL FI SHERMAN, KODI AK (via
tel econference), asked for consideration in the fees

pr oposed. He wanted equitable fees. He nentioned a
presentation in Kodiak by Gunnar Knapp in which M. Knapp
stated that fisheries did not pay the cost of mnanagenent.
He supposed M. Knapp's statenent could be true for sone
fisheries but he did not believe it was true for the
hal i but fishery. He reported that the state did not have a
comercial halibut biologist. Comrercial halibut fishernmen
paid the sane tax as everyone else paid plus a 3 percent
tax to National Marine Fisheries to take care of all of the
rel ated paperwork. He noted that the International Halibut
Comm ssion which managed the fishery conducted a survey
fishery anmounting to about a 3 percent tax on the halibut
fisheries each year. The anmount of fish they caught cane
out of the following year's quota. He thought there were
di screpancies. He requested that the legislature try to
devel op sone equity in the state's tax.

7:43:19 PM
WLLIAMT. HAWEY, M NES TRUST CO., ANCHORAGE (via
t el econf erence), spoke in opposition of HB 249. He

suggested that the proposed tax increases were not sensible
considering there were other options that could be
exerci sed such as using the PF, meking additional cuts, and
i npl enenting other broad-based taxes. He also suggested
that the idea of inplenenting a mning tax before doing an
analysis to evaluate the effect of the tax sent a scary
nessage to potential investors in the mning industry. He
t hought that Al aska needed to figure out its cuts prior to
i ncreasing taxes. He relayed that the exenption from m ning
tax paynments should remain at 3.5 years. The idea behind
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the exenption was to encourage the devel opnent of new m nes
in Al aska. Increased mnmining nmeant increased royalty
paynments and the overall tax feed into Al aska's revenue.

7:45:55 PM

DONALD L. STEVENS, SELF, ANCHORAGE (via teleconference),
spoke agai nst HB  249. He relayed his professional
experience as a geologist. He thought a "yes" vote was
destructive for an industry that could help the State of
Al aska out of its financial problens. He encouraged nenbers
to vote against raising the mning |license tax. He believed
that when the legislature signaled an anti-mning attitude
by raising taxes the global mning business noticed
i mrediately. He relayed that the major mning conpanies
carefully nonitored and neasured the political risks of
nunmerous jurisdictions such as Alaska. Alaska had an
enornmous potential for the developnent of new nmnes. He
suggested that the reason there were not nore mnes in
Alaska was due to the apparent anti-mning sentinent
prevalent with the political and business |eaders of the
state. Conversely, when a jurisdiction decisively reduced
the size and cost of governnent the industry noticed. He
cited that one new mne would produce nore revenue to the
state than raising the mning license tax. He also spoke
against the idea of a Ilegislative working group. He
conpared a legislative working group to driving a fast car
blindly dowm the road with no notice of the lights at the
intersections. He suggested that to review the mning tax
structure after inplenentation did not nmake sense and
si gnal ed poor governnment. He encouraged nenbers to keep the
exenption frommning license tax paynents for new m nes at
3.5 years or raise it to 4 years. It would help the state
send a pro-mning nmessage. He asked nenbers to vote against
HB 249.

7:48:49 PM

M CHAEL JESPERSON, SELF, ANCHORAGE (via teleconference),

spoke against HB 249. He thought targeting industry
specific taxes prior to cutting the budget was crazy. He
concluded that targeting industries drove them away from
the state. He suggested that the |egislature had succeeded
in unifying the mning and fishing industries against the
bill. He pleaded for spending cuts and analysis prior to
i npl enenting taxes. He wanted to feel confident that the
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| egi sl ature knew what was going on and how to run the
government. He thanked the commttee for its tine.

7:50: 20 PM

KAREN NMATTHI AS, COUNCI L OF ALASKA PRODUCERS, JUNEAU, spoke
agai nst HB 249. Menbers of the council were businesses that
had had to nake tough decisions over the previous 4 years
of declining mneral prices. She |listed a nunber of actions
taken including cutting budgets, freezing salaries, and
cutting benefits. She relayed that the industry supported
strategic reductions, the use of the PF earnings, and
br oad- based revenue neasures to deal wth the state's
fiscal problens. She expressed that the goal of Alaska's
mneral tax policy should be a balance of a reasonable
share for the state and a conpetitive rate for industry.
The mning industry provided thousands of good jobs,

pr ocur enent and contract opportunities for | oca
busi nesses, and state and |ocal governnent revenue. There
were only 5 large operating netal mnes. It was very

expensive and took a long tinme to develop mnes in Al aska
in part because of a lack of infrastructure. She suggested
that the state could help the industry by providing fisca
stability. HB 249 increased the mning tax rate wthout
substantive analysis of its inpact and decreased investnent
i ncentives. She reported that the Alaska Mnerals
Comm ssion had recommended that the |egislature address
muni ci palities specifically targeting the mning industry
for special severance taxes. She read a statenent from the
comm ssion from 2005 that talked about the mning industry
expecting to pay its share of nmunicipal governnents in the
form of a broad-based tax. She read another statenent nade
by the commssion in 2013 that addressed severance taxes
shifting control of developnent decisions away from the
state. The council encouraged the House Finance Conmttee
to anend the legislation to protect state sovereignty by
maki ng the legislature the responsible body for decisions
about special mning taxes. She suggested that an anendnent
should elimnate the ability for a municipality to |levy or
collect a targeted tax on netal mnes, and it should
i npl enent revenue sharing of the Alaska mning |license tax
with the nmunicipalities that host netal mnes. She posed a
nunber of questions |egislators should consider when voting
on the legislation. She thanked the commttee for the
opportunity to testify.

7:55: 23 PM
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AT EASE

8:04: 48 PM
Reconvened

8:05:11 PM

DEANTHA CROCKETT, ALASKA M NERS ASSOQOCI ATI ON, adamant |y
opposed an increase in the mning tax in HB 249. She spoke

to a lack of review of the fiscal inpact of the
| egislation. She read a statenent from the Al aska M ners
Associ ation (AMA) Board of Di rectors. The st atenent
recommended inplenmenting a conprehensive long-term fiscal
plan that included budget reductions, the wuse of PF

earnings, a reduction in the Permanent Fund Dividend (PFD),
and new revenue from broad-based taxes. She conveyed that
the conbination of a notor fuel tax, a fishing tax, and a
mning tax was not a broad-based solution. The Al aska
M ners Association opposed a |egislative working group
after the inposition of an additional tax because it sent a
terrible message of wuncertainty to mning investors. She
addressed the industry's concern about the new changes
prohibiting the mning exploration tax credit to be taken
agai nst royalty paynments. It would add no financial gain to
the State of Alaska. It was inportant to the placer mners
to be able to recover their investnments in the short-term
She stated that it was inperative to renenber that one new
mne in operation would result in significantly higher
revenues to the state than the proposed increase. She asked
for a "No" vote on HB 249.

8:09:24 PM

NORVAN LENON, F/V NUKA | SLAND, KODI AK (via tel econference),
spoke against the proposed tax in HB 249. He relayed that
any increased costs would cut into his bottom line. He was
the captain and owner of his vessel. He explained that he
was bringing his sons up in the fishery. They wanted to be
captains but he thought the legislation mght deter them
He believed that the legislation would hurt residents of
Al aska. He wurged nenbers to oppose HB 249. He thanked
conmittee nmenbers for their tinme.

8:11: 20 PM
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JEFF BENTZ, SUNDANCE M N NG  GROUP, WASI LLA  (via
tel econference), opposed HB 249. He was a |ifelong Al askan
and represented a mning conpany. He thought the bill was
very detrinental to the mning industry in Al aska. He
thought it was truly unfair to attack the other renaining
i ndustries because of a mmjor revenue source [oOil]
declining for Alaska. He opined that wuntil all of the
expenses were cut at the state governnment |evel and the
expense side of the budget was carefully |ooked at, it was
unfair to tax industry. He relayed that the State of Al aska
was all about jobs. His conpany was invested in increasing
the nunber of jobs for Alaskans. He reported that the
mning industry had been under radical environnenta
pressures. He di scouraged support of the |egislation.

8:13:49 PM

CHRI' S WOODLEY, GROUNDFI SH FORUM SEATTLE (via
tel econference), spoke against HB 249. He provided sone
informati on about the Goundfish Forum He reported that
his organi zati on opposed the proposed increased fees. He
clainmed that it would have an inpact on the valuation of
key Bering Sea species which would quadruple their
taxation. He al so spoke against the proposed increase of a
| andi ng tax. He suggested that such increases made for a
hostil e business environnent for conmercial fishermen. He
urged nmenbers not to support HB 249.

8:16: 00 PM

DAVE HANSON, SELF, ANCHORACGE (via teleconference), strongly
opposed the oil production tax credit program He relayed
that he had been involved in both the fishing and m ning
i ndustries. He spoke in favor of HB 249 given the state's
fi nanci al crisis. He thought the gasoline tax was
reasonabl e. Al aska had one of the |owest gas taxes in the
nation at 8 cents per gallon. He suggested increasing the
fuel tax to 24 cents which was the average gas tax in the
nation. He also recommended a different set of prices for
certain types of conmercial users. He relayed that in sone
states gasoline tax was 49 cents per gallon. He commented
that the tax was easy to inplenent and nore pal atable
because of the vast wvariation in the price of gas in
Al aska. People were already used to the fluctuation in the
price of gas. He also supported the increases to taxes and
fees for fishing. He indicated that the nmajority of
fishermen were not from Al aska but from other parts of the
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country. He supported the bill increasing taxes on fishing
especially the section that specified charging a non-
resident surcharge. He opined that the mning industry's
future had nore to do with the price of and demand for
mnerals worldw de rather than taxes. He thanked the
chai r man.

8:20:17 PM

DAVID HARRI'S, CAPTAIN, F/V ARCTIC MARI NER, WASHI NGTON (vi a
tel econference), testified against HB 249. He spoke to the
rate hike and relayed that it would be equal to 10 percent
of his inconme. He stated that it was difficult to find good
crew nenbers and the increase would nmake it nore difficult
to attract workers. He thanked the conmmittee for its tine.

8:22:12 PM

MARK PALMER, PRESI DENT, OCEAN BEAUTY SEAFOCDS, SEATTLE (via
tel econference), testified in opposition of HB 249. He
opposed the increase in production tax for canned sal non.
He relayed that Ocean Beauty Seafoods had 6 processing
plants in Al aska and enpl oyed approximately 2000 seasonal
enpl oyees as well as full time enployees in Kodiak. He
relayed that in 2013 and 2015 the conpany had had 2 of its
| ar gest pink sal non production years. He spoke to the |arge
salnon runs in Bristol Bay. Typically, canned salnon
inventory was sold immediately. However, the conpany had
carried its inventory for 2 years which hel ped stabilize
the market. He spoke about the inportance of a stable
canned salnon market. He also nentioned additional revenue
sources within the industry. He continued that interest
rates had increased and would continue to increase and
storage rates were high. He did not think it nmade any sense
to conpound the troubles in the market by increasing the
tax on canned salnon. The frozen markets were very fluid.
The conpany had the ability to push products in and out of
the markets. However, canned salnon had 4 retail markets.
Those markets had to be as stable and predictable as
possi ble. Therefore, the conpany had to finance the
inventories. He conmented that there were other sources of
revenue in the seafood industry including the offshore
processing that had not really paid the full value of the
revenue that had been generated from sone of the offshore
fisheries. The other source of revenue would be from
conpani es that produced products and paid their fishernen
based off of a profit share rather than a fish tax.
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Fishermen were paid based on the armount of fish they
harvested. Everyone else in the industry paid a |anding tax
and fishernmen were paid bonuses at the end of the season
based on production. He nentioned one conpany that was
paying as a cooperative. He suggested that prior to
targeting canned salnon the state should ensure that
everyone was paying a fair share. He did not think the
gl obal market could handle the additional tax. He thanked
the commttee for its tinme and for the opportunity to
testify.

8:26:39 PM

SI R DAMVARELL, SELF, LAKE STEVENS, WASHI NGTON (via
t el econference), opposed HB 249. She succinctly stated that
her famly business would be negatively inpacted by the
increase in permt fees. She thanked the commttee.

8:27:44 PM

TIM MISGROVE, RESOURCE DEVELOPMENT COUNCIL AND ALASKA
M NERS ASSOCI ATI ON, SOLDOTNA (via teleconference), opposed
HB 249 because it was not a broad-based tax. He opposed
raising the mning license tax 7 percent to 8 percent. He
al so opposed the legislative working group along wth
opposi ng new changes prohibiting exploration tax credits to
be taken against royalties. He recommended that the
exenption from mning license tax paynents for new m ning
remain at 3.5 years. It would denponstrate stability to new
conpanies interested in comng to Alaska. He nentioned
shutdowns in the oil industry such as Caelus Energy. He did
not want to see shutdowns to operating mnes. He listed
several Al aska mnes. He thought it was great to see mning
and fishing industries wunited in opposing HB 249. He
suggested cutting the budget nore and in the right places.
He strongly opposed the notor fuel tax as well. He thanked
menbers for their tinme.

8:29: 09 PM

MARK  HORNE, SUNDANCE M N NG  GROUP, WASI LLA  (via
tel econference), strongly opposed HB 249. He reported that
the Sundance Mning Goup was weeks away from permtting
approval of an underground hard rock gold project in
Sout heast Alaska. It was a small conpany that, because of
the incentive of the exploration tax credit taken against
the royalty and mning |icense tax, decided to proceed with
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permtting of a new mne. The mne would provide 25 high
paying jobs in a depressed region. He reported that w thout
the state's incentives he was unsure that the conpany would
have noved forward with the project. Investors favored a
3.5 year exploration credit exenption. He opined that the
cl ear message HB 249 sent was that new m ne devel opment was
not welconme in Al aska. He suggested that if the incentives
went away the project could cease because of potential
ri sks. He enphasized that the 3.5 year exploration credit
exenption was what was bringing mnes into production. He
strongly opposed any increase in a mning |icense tax,
changes to the exploration credit, and a |egislative
wor ki ng group. He thanked the comm ttee.

8:32:17 PM

PAUL METZ, SELF, FAIRBANKS (via teleconference), spoke in
opposition to HB 249 as drafted.

8:33: 08 PM

LORNA SHAW POGO M NE, FAIRBANKS (via teleconference),
testified against HB 249. She provided information about
the mne and relayed that it spent significant noney in the
state's econony. The bill did not work for Alaska. The
state needed to look at reducing spending, using the
Permanent Fund, and inplenenting a broad-based tax. She
asked nenbers to oppose the | egislation.

8:34:40 PM

CODY HOCKEMA, PACIFIC STORM KODI AK (via teleconference)
was a deckhand on the Kodiak trawer, F/V Pacific Storm
Hs life's dream was to becone captain of the vessel. He
had just purchased his 2016 delivery permt for $3000,
which was nore than he would make on his next trip as
captain. He spoke to his work as a commercial fisherman and
conveyed the burden he carried in paying the increased
permt price. He stated that there had been a perfect storm
of hits towards the fishing industry with season closures,
| ow prices, and adol escent fish. Fishernmen were sinply not
maki ng enough to cover current permt costs let alone an
increase. He «currently paid the highest taxes out of
anyone. He |ived paycheck-to-paycheck and took out a |oan
to get his <current captain's license. He opined that
government fees were a ridiculous reason to prevent a
deckhand from advancing to the position of captain.
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8:36: 36 PM

COLE HOCKEMA, PACIFIC STORM KODI AK (via teleconference)
shared that he was a deckhand on the fishing vessel,
Pacific Storm in Kodiak. He opposed HB 249. Due to the
high cost of a captain's license it would not be worth it
financially for him to becone a skipper. The cost of the
license was stopping him from furthering his fishing
career. Raising the cost would make it even nore difficult
for new captains in the future. He urged nenbers not to
support the bill.

8:37: 35 PM

TIM MOORE, SELF, HOMVER (via tel econference), spoke against
HB 249. He wunderstood the state's fiscal situation and
realized that the legislature was faced with a difficult
job. As a fisherman he was concerned that broad-based taxes
woul d not be approved but that certain industries would be
singled out. The fishing industry was currently faced with
low fish prices and its profitability was in question. He
shared that fishermen in Prince WIIliam Sound were ready to
respond to the DFG budget. The Departnment of Fish and Gane
was starting to plan for test fish authority, which would
add another tax to the salnon industry in certain areas. He
t hanked the comm ttee.

8:39:48 PM

M KE SATRE, HECLA GREENS CREEK M NE, JUNEAU, opposed HB
249. He stated that it was truly unfortunate that the
notice of the hearing stated that HB 249 was a conprom se
bill. He indicated that no negotiations with industry had
taken place. He thought the only thing that had been
conpromised was industry's faith in the |legislative
process. There had been no analysis that had indicated how
the bill mght inpact the mning industry. He stated that
there was a significant | ack of know edge by the
| egislature on mning taxes. The current tax increase
proposal had nothing to do with devel oping a conprehensive
tax policy but an exercise in political cover. The
nmet hodol ogy for the selection of taxes seened flawed. He
stated that Al aska had a world-class silver and zinc m ne.
| mpl emrenting a tax increase would hurt the mne and the
i ndustry. He shared that he had taken students out to the
mne earlier in the day and had worried about the tax bill
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He asked the conmmttee to hold the bill. He asked the
committee to address the policy points addressed by the
Counci | of Alaska Producers and the Alaska Mners
Associ ati on i ncl udi ng t he prohi bition on muni ci pal
severance taxes to ensure financial certainty for the
m ni ng industry.

8:43:17 PM

FRANK BERGSTROM SELF, JUNEAU (via tel econference), opposed
HB 249. He shared that he was a mner. He had not seen an
analysis of the potential economc inpacts or effects of
the Ilegislation and thought the proposed tax seened
arbitrary. He added that appointing a conmttee to consider
the mning license after passing the bill seemed out of
order. He opined that mners paid nore than their share. He
wondered what else the legislature wanted the mning
industry to pay for. HB 249 created a disincentive to
devel op new m nes. New m nes woul d grow state revenue.

8:45:17 PM

VINCE O SHEA, VICE PRESIDENT, PACIFIC SEAFOOD PROCESSORS
ASSCCI ATI ON, JUNEAU, testified against HB 249. Pacific
Seaf ood Processors Association (PSPA) had 9 nenber
conpani es operating 27 fishery processing plants in Al aska
and 3 notherships. The conpanies enployed nore than 15
t housand enpl oyees. All of the nenber conpanies would be
inmpacted by HB 249. The association had previously
testified regarding the need for a broad-based plan to
address the state's fiscal crisis. The seafood industry
already paid mllions in state and federal t axes.
Additionally, the industry provided tens of thousands of
jobs to Alaskans. The admnistration's approach to the
fisheries tax was to add 1 percent to the current rate
whi ch puni shed the industry and Al aska fishernen; it raised
taxes on canned sal nron when nobst conpanies were sitting on
a 2 year supply. The industry had stepped up with a plan to
be included in a conprehensive fiscal plan approach. The
association's plan raised nearly the sane |evel of revenue
from fisheries but in way that reflected the global and
economc realities of the fishing industry. He listed a
nunber of itens included in their approach. Unfortunately,
the plan had been rejected by the first conmttee of
referral. He expressed concern that HB 249 had had little
or no analysis of the inpacts on the industry. It was his
understanding that the goal of the increase was to close
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the gap between revenues received from fisheries and the
cost associated with the Comercial Fisheries Division
wi thin DFG The association was concerned that the industry
was being asked to pay nore with no assurance from the
state that the Commercial Fisheries Division wuld be
provi ded the resources necessary to continue the managenment
of Al aska's comercial fisheries. He asked the comrittee to
| ook carefully at their proposal. He thanked the conmttee
for the extra time given for industry testinony.

8:49:02 PM

MARLEANNA HALL, RESOURCE DEVELOPMENT COUNCIL, testified
against HB 249. She stated that increasing taxes on the
nat ur al resource industry would not encourage the
devel opment of new m nes, boost investnent in the fishing
i ndustry, attract nore tourists, or increase throughput in
the Trans- Al aska Pipeline System (TAPS). She purported that
hi gher taxes would likely deter investnent and lead to
| ower state revenues and a weaker private sector. One of
the council's concerns was that a risk analysis had not
been conducted on the inpact of the bill. She reviewed the
negative inpacts of renoving needed incentives. She urged
menbers to reject the legislation and thanked the conmttee
for the opportunity to testify.

8:51:44 PM

MARK VI NSEL, UNI TED FI SHERMEN OF ALASKA, JUNEAU, opposed HB
249. He reported that United Fishernen of Alaska held the
| ongstanding position that any new taxes on the fishing
i ndustry should be part of a conprehensive fiscal solution.
Combining the fisheries and mning taxes together was a
small step in that direction. H's organization opposed the
CFEC fee cap elimnation in the current version of the
bill, as it wuld affect famlies and outside fishing
operations. United Fishernmen of Alaska also opposed the
canned salnon tax increase and wanted it to remain at 4.5
percent. The organi zati on opposed the proposed tax increase
to 4 percent for new fisheries. He disagreed with the
concept of fisheries taxes going into the general fund
rather than being directed to the Commercial Fisheries
Division. He reviewed the revenue fornula: the tax rate
times the volune tines the price. He relayed that both
price and volune were highly variable, although the tax
rate could be controlled. He opined that DFG needed to be
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funded in order to have weir counts, stock assessnents, and
proper managenent of Al aska's fisheries.

8:55:18 PM

CURTI S THAYER, PRESI DENT, ALASKA STATE CHAMBER OF COMVERCE
ANCHORAGE, provided sonme background about the chanber. He
spoke about the legislature focusing on new tax revenue
which was getting in the way of |ooking at governnent
spendi ng. He spoke about |abor <contracts giving state
enpl oyees raises of 3.5 percent to 10 percent over the
following 3 years to the tune of over $70 mllion. The
chanmber believed the State of Al aska could not afford such
pay increases. He relayed that conpanies were laying off
enpl oyees, furloughing enployees, and cautiously avoiding
new hires and new investnment. He claimed that it was
i nappropriate to place the burden on private industry. The
Al aska Chanber enphasized the need to reduce the size and
spendi ng of governnent before turning to industry to pay
additional taxes. The chanber had laid out a very clear
plan which included a reduction in state governnent, a
decrease in spending, a cap on the PFD, and the use of the
PF earnings. Taxes should only be considered after such
nmeasures were taken. He wurged nenbers to consider a
bal anced approach. He thanked the conmtt ee.

8:58: 55 PM

KRI'S NOROSZ, | Cl CLE SEAFOODS, JUNEAU, spoke agai nst HB 249.
The conpany understood the fiscal issues the state was
facing and had been supportive of a conprehensive approach
that included a conbination of actions. The actions
i ncluded budget cuts, br oad- based revenue generating
measures, and a closure of |oopholes in fisheries tax
coll ection. The conpany offered a tax plan for the fishing
sector that would generate revenues very close to the
anount targeted by the adm nistration. The seafood industry
harvested and processed a sustainable and renewable
resource that had been an economc engine for Al aska for
over a century. Good fisheries managenent was critical to
the conpany's operations and the industry. She agreed wth
previous testifiers that canned salnon could not handle
additional taxes. She spoke of the need for equity for
inshore floating processors and provi ded sone exanples. She
mentioned the inplications of sonme of the proposed rate
increases. lcicle Seafoods was willing to be part of the
solution as long as it was a well thought out and rationa
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plan that took into consideration the collective inpacts of
the proposed actions on the fishing industry. She relayed
addi tional sideboards. She thanked the commttee for its
time.

9:03: 07 PM

Representative WIson was uncertain about the plan M.
Norosz was referring to.

Co-Chair Thonpson asked that M. Norosz to |eave her
witten statement with his staff so that they could follow
up with her.

Co- Chair Thonpson CLOSED public testinony.

HB 245 was HEARD and HELD in commttee for further
consi derati on.

HB 249 was HEARD and HELD in commttee for further
consi derati on.

HB 250 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson reviewed the agenda for the follow ng
day.

Co- Chair Thonpson recessed the neeting to the call of the
chair [Note: The neeting never reconvened].

#
ADJ OURNVENT

9:04:17 PM

The neeting was adjourned at 9:04 p. m
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