HOUSE FI NANCE COW TTEE
FOURTH SPECI AL SESSI ON
May 27, 2016
6: 03 p. m

6: 03: 31 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 6:03 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

VEMBERS ABSENT

None

ALSO PRESENT

Frank Bergstrom Self, Juneau; Mke Satre, President,
Counsel of Al aska Producers, Juneau; Mark Vinsel, Executive
Admi ni strat or, Uni ted Fi sher nmen of Al aska, Juneau;
Representative Liz Vasquez; Representative Lora Reinbold;
Representative Louise Stutes; Representative Paul Seaton;
Representative Gabriell e LeDoux.

PRESENT VI A TELECONFERENCE

Matt ©Moir, North Pacific Seafoods, Kodiak; Lorali Sinon,
Vice President, Usibelli Coal Mne, Honer; Helen Wirner,
Self, Fairbanks; Luke Lester, Fisherman, Kodiak; Dana
Debel, Delta Airlines, Mchigan; Aves Thonpson, Al aska
Trucki ng Association, Anchorage; Marlianna Hall, Resource
Devel opnent Counci |, W11 ow, Paul d avi novi ch, Sel f,
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Anchor age; Jef f Vaf f ord, UPS Airlines, Loui svill e,
Kentucky; Don Stevens, Self, Anchorage; Deantha Crockett,
Al aska M ners Associ ation, Anchorage; Arni Thonmson, Al aska
Sal non Alliance, Anchorage; WMttt Al ward, Self, Honmer; Tim
Moore, Fisherman, Homer; Kris Norosz, Icicle Seafoods,
Pet er sbur g; d enn Reed, Pacific Seaf ood Processors
Associ ation, Seattle, Washington; Chris Wodl ey, G oundfish
Forum Seattle, Washi ngt on; St ephani e  Madsen, At - Sea
Processors Association, Juneau; Nancy Hillstrand, Pioneer
Al askan Fisheries, Kachanek Bay; Thomas John Nel son, Self,
Chugach; Vi nce O Shea, Pacific Seaf ood Processors
Association; WIliam Reiner, Self, Anchorage; Karen Perry,
Sel f, Chugach; Roy Lee, Self, Juneau; Cark Roger M/ ne,
Sel f, Fairbanks; Curtis Thayer, Al aska State Chanber, Moose
Pass; Ron Johnson, Self, Palmer; Neil Mackinnon, Hyak
M ni ng Conpany, Taku River.

SUMVARY
HB 4003 MOTOR FUEL TAX

HB 4003 was HEARD and HELD in conmttee for
further consideration.

HB 4005 M NI NG LI CENSE, TAX, FEES; EXPLCOR CREDI T

HB 4005 was HEARD and HELD in commttee for
further consideration.

HB 4006 FI SHERI ES: TAXES;, PERM TS

HB 4006 was HEARD and HELD in commttee for
further consideration.

#hb4003
#hb4005
#hb4006
HOUSE BI LL NO. 4003

"An Act relating to the notor fuel tax; and providing
for an effective date.”

#hb4005
HOUSE BI LL NO. 4005

"An Act relating to the mning license tax; relating
to the exploration incentive credit; relating to
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mning license application, renewal, and fees; and
providing for an effective date."

#hb4006
HOUSE BI LL NO. 4006

"An Act relating to the fisheries business tax and
fishery resource |anding tax; renoving the m ni num and
maxi mum restrictions on the annual base fee for the
rei ssuance or renewal of an entry permt or an
interimuse permt; relating to refunds of the
fisheries business tax and the fishery resource
| anding tax to |local governnents; and providing for an
effective date."

6: 03: 40 PM

Co- Chair Thonmpson discussed the neeting agenda. Public
testimony would be taken and |imted to 2 mnutes per
person. He infornmed the public that everyone wanting to
testify needed to be in the que by 7:30pm

Co- Chair Thonpson announced that Representative Gattis and
Vi ce-Chair Saddl er had joined the neeting.

Co- Chai r Thonpson conti nued to gi ve di rection to

testifiers. There was a bill on a notor fuel tax, a mning
tax, and a fisheries tax. He asked testifiers to informthe
cormittee as to which bill they were providing their
t esti nony.

APUBLI C TESTI MONY

6: 04: 46 PM

FRANK BERGSTROM  SELF, JUNEAU, stated that governnent
al wvays had a spending problem He stated that the bill
proposed to increase the tax rate on mnes. He did not
support HB 4005. He wondered how an increase of 2
percentage points, a 29 percent tax rate increase, affected
mne tax revenue. He inquired about the effect of a
mar gi nal increase in future mne investnment and the
hundreds of jobs and salaries that would be created. He
asked if any mning econom sts had been asked to assist in
projecting the inpacts on revenue from current mnes,
devel opnent properties and prospects. He stated that
exploration was the future of mning. He asked about the
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| oss of resource recovery and nmine life associated wth
hi gher operating costs. He thanked the commttee.

Co- Chair Thonpson noted that Representative Liz Vasquez and
Representative Louise Stutes had joined the audience.
Representative Pruitt had joined nenbers at the table.

6: 07:25 PM

M KE SATRE, PRESI DENT, COUNSEL OF ALASKA PRODUCERS, JUNEAU,
testified against HB  4005. The counci l recommended
strategic cuts to governnent, use of the Pernmanent Fund
(PF), and then (and only then) broad-based revenue neasures
to fill the remaining gaps. He stated that it would
increase the mning tax to 29 percent. It was a significant
increase for the mnes and not so significant to the
overall budget. Increasing the tax rate would have the
effect of shortening the life of existing mnes and putting
a large hurdle in place for new mnes to cone into
production. He suggested Alaska's tax rate conpared to
ot her states, such as Arizona and Nevada, was the highest.
The bill proposed to renove the only two tax incentives
m nes had: The exenption on the first few years of
production, and portions of the exploration incentive
credit. He stated that the bill discouraged investnent. He
asked the conmttee not to pass the bill.

6:11:17 PM

MATT M R, NORTH PACI FI C SEAFQOCDS, KODI AK (via
tel econference), testified in opposition to HB 4006. He
relayed that a 1 percent increase in the fisheries business
tax was nore like a 23 percent increase to what the
processing sector was currently paying. He opined that it
was a significant increase at an extrenmely difficult tine
for the seafood processing sector. He recommending the
state develop a broad-based fiscal plan that identified
meani ngf ul new revenue sources prior to inplenenting
targeted taxes. He thought there should also be a plan to
cl ose sone of the existing |oopholes in the fisheries tax
structure before inposing additional taxes on the industry.
He supported a prior plan. He appreciated the opportunity
to provide his testinony.

6: 13: 28 PM
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LORALI SIMON, VICE PRESIDENT, USIBELLI COAL M NE, HOMVER
(via teleconference), encouraged the |legislature to nmake
public coment nore accessible, as the Honer Legislative
Information Ofice (LIO was closed for public testinony.
She opposed HB 4005. Usibelli Coal Mne supported further
reductions to state spending, adjusting how the earnings of
the PF could be spent, and a broad-based tax. She thought
the legislation was returning to an industry that was
al ready paying. She reported that Usibelli had reduced its
wor kforce by a third, as production had decreased by half.
Increasing the mning license tax would not produce nore
coal or hire nore Al askans. She encouraged the |egislature
to do sone financial analysis on the inpacts of the
proposed | egislation. She concluded that it did very little
to get to the end goal. She thanked the commttee.

6: 16: 04 PM

HELEN WARNER, SELF, FAIRBANKS (via teleconference), spoke
in opposition to HB 4005. She believed the bill was self-
def eati ng and woul d not encour age expl oration or
devel opment. More likely, it would discourage trust and
investnment. She relayed that 1 additional nmine in operation
woul d produce nore revenue for the people of Alaska than
the proposed tax increase. She believed new operations and
new noney was necessary because of the significant trickle-
down effect they had. She spoke to the benefits of new
operations. She believed HB 4005 was short-sighted and was
not a strategy for resolving the state's probl ens.

6: 18: 16 PM

LUKE LESTER, FISHERVAN, KODI AK (via teleconference), spoke
in strong opposition of raising the fisheries tax (HB
4006). He suggested an additional tax would only nake
things nore difficult for Al askans. He preferred the idea
of raising taxes for out-of-state workers. He thanked
conmittee nmenbers for their tinme.

Co- Chair Thonpson noted that the Homer LIO was currently
open.

6:19: 30 PM

DANA DEBEL, DELTA AIRLINES, M CH GAN (via tel econference),
spoke in opposition to HB 4003, the notor fuel tax. Delta
Airlines had been growing in Al aska over the previous few
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years. The conpany enployed 161 Al askans and spent close to
$20 mllion per year wthin the state for goods and
services exclusive of fuel. Delta Airlines was concerned
that the larger comercial airports that the conpany
operated out of were essentially self-sustaining. She
opined that Delta paid its fair share at those airports
The concern was that the jet fuel tax increase would go to
airports that Delta did not operate from while the airline
woul d be one of the majority payers of the tax. She urged
menbers to consider fairness in |ooking at increasing the
notor fuel taxes.

6:21:34 PM

AVES THOWMPSON, ALASKA TRUCKI NG ASSOCI ATI ON, ANCHORAGE (via
tel econference), testified in opposition to HB 4003. He had
sent a letter earlier in the week withdrawi ng their support
for a notor fuel tax increase. The association supported a
tax package increase across nultiple industries, additional
budget reductions, and the restructuring of the PF in the
current session. He thanked menbers for their attention.

6:22: 54 PM

MARLI ANNA HALL, RESOURCE DEVELOPMENT COUNCIL, WLLOW (via
tel econference), testified against HB 4005 and HB 4006. She
stated that raising taxes on the natural resource industry
would not encourage further developnent. She did not
believe the |egislature should be focusing on taxes until a
budget was passed. She stated that the adm nistration had
not conducted an analysis on the inpact of tax increases.
The bill would not help Al aska be a place where conpanies
wanted to invest. She thought the state should be
incentivizing the private sector to invest nore in Al aska
to create nore wealth, provide nore jobs, and provide nore
revenue to the state. She urged nenbers to reject HB 4005
and HB 4006.

Co- Chair Thonpson noted that Representative Paul Seaton was
in the audi ence.

6: 25: 44 PM

PAUL GLAVI NOVI CH, SELF, ANCHORAGE (via teleconference),
testified in opposition to HB 4005. He believed the bill
could serve in a negative way and could prevent investnent
in mning. He did not believe the tax increases would nmake
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a difference to the state's finances, but it would be a
strong disincentive for further mneral exploration in the
state. He recommended that the commttee insist on a
t hor ough review  of t he proposed t axes by t he
adm ni strati on.

6:28: 10 PM

JEFF  WAFFORD, UPS Al RLI NES, LOUI SVI LLE, KENTUCKY (vi a
tel econference), spoke in opposition to HB 4003. He shared
that the conpany currently spent nore than $13 million in
taxes and fees annually. The conpany paid nore than $7
mllion in annual fees that went directly into Al aska's
aviation infrastructure. The conpany paid |anding fees that
benefited others in the state including sites that did not
have fees. He did not believe taxes were the right way to
go. The conpany understood the difficult fiscal situation
the state was facing. He thanked the conmittee for hearing
his testinony.

6: 30: 22 PM

DON  STEVENS, SELF, ANCHORAGE (via teleconference),
testified against HB 4005. He discussed his career as a
geologist in the industry over the past 45 years; it had
beconme increasingly difficult to earn a living in the
industry as a geol ogist. The average length of tinme between
di scovery and production was the worst in the Wstern
hem sphere. He thought it had to do with the large and
painfully slow regulatory framework for mning. He had been
devastated that a tax increase and the elimnation of the
3.5 year exenption for new mnes were part of the bill
proposal. It could not have been proposed at a worse tine.
He stated that mning paid its ow way. Tax revenue to the
state was 8 to 10 tines the state's cost to regulate the
industry. He stressed that his business was currently
terrible. He asked for a decrease in the tax instead of an
increase. He was opposed to the elimnation of a 3.5 year
exenption. He asked the commttee to vote agai nst HB 4005.

6: 34: 33 PM

DEANTHA CROCKETT, ALASKA M NERS ASSOCI ATI ON, ANCHORAGE (vi a
tel econference), spoke against HB 4005. Increasing taxes on
existing tax payers, the developnent industries, and
private busi nesses wi t hout a bal anced budget was
irresponsi ble. She stated that governnent spending had not
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yet reached a sustainable level. She stated that the
proposal had been thrown out w thout any analysis on what
the tax increase mght do. The proposal would negatively
i mpact investnent and would send investors outside of
Al aska. She stated that the bill would not bring in
addi tional revenue. She suggested that Al aska should focus
on making a new producing mne a reality rather than
chasing it away. She reenphasized her opposition to the
bill. She thanked nenbers for the opportunity to testify.

6:37:28 PM

ARNI  THOVBON, ALASKA SALMON ALLI ANCE, ANCHORAGE (via
t el econference), spoke against HB 4006. He stated that the
increase would stress salnon plants which in the previous
year struggled with oversupply and had trouble profiting at
the current 4.5 percent rate. The seafood industry brought
in $130 mllion in revenue for state and | ocal governments.
He rem nded nenbers that fishing was Alaska' s |argest
private sector enployer with about 60 thousand direct jobs.
Fisheries business landing taxes directly benefited 65
Al aska cities, boroughs, and nunicipalities. A surplus of
some species coupled with depressed currency against the US
dollar had led to |low ex-vessel value for Al aska seafood.
He suggested that an increase in tax could not be passed on
to the consumer |ike sone had suggested. Recently, one of
the nenber conpanies on the Kenai Peninsula filed
bankruptcy due to the factors he had nentioned. He
encouraged the legislature to do careful risk analysis
before increasing tax rates. He thanked the committee for
the opportunity to testify.

6: 39: 55 PM

MATT ALWARD, SELF, HOMER (via teleconference), testified in
opposition to HB 4006. He believed there needed to be a
conpr ehensi ve, broad- based solution before increasing
taxes. He spoke to the lack of a risk analysis on the
proposed tax increase. He discussed that when the tax had
been proposed there had been a statenment that the industry
was not paying its way. He thought it appeared that the
goal was to fund governnent over managenent costs. If the
purpose was to fund managenent he saw no intent |anguage in
the bill that would direct funds to fisheries nanagenent.
He recommended several changes to the bill prior to passage
from commttee. He opined that the tax on processors was
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already high. He believed the Commercial Fisheries Entry
Comm ssion (CFEC) cap should renmain in place.

Co-Chair Thonpson noted that Representative Gabrielle
LeDoux was in the audience.

6:42: 50 PM

TIM MOORE, FISHERVAN, HOVER (via tel econference), testified
agai nst HB 4006. He stressed that the only solution was a
br oad- based solution. He thought the bill was a band aid
that woul d disproportionately tax small fishing famlies in
Al aska. He asked comm ttee nenbers to consider that if they
passed a fisheries landing tax to avoid passing an incone
tax. He did not believe the |egislature had done its job.

6: 44: 52 PM

KRI S NOROSZ, | Cl CLE SEAFQOCDS, PETERSBURG (via
tel econference), spoke against HB 4006. The conpany had
been supportive of a conprehensive fiscal plan including
budget cuts, the closure of |oopholes in fisheries tax
col l ecti on, and other broad-based tax neasures. The
comer ci al seafood industry harvested and processed
sust ai nabl e seafood and had served as an econom c engine
for Alaska for nore than a century. Good fisheries
managenent was critical to industry operations. Canned
salnon could not handle a cost increase, as it was already
taxed at a higher rate than fresh or frozen. Canning
operations were critical for handling large volunes of
salnon and the industry did not have the cold storage and
transportation capacity to handle all salnon as fresh and
frozen. She spoke about the conmpany believing equity was
needed for its inshore floating processors operating in
state waters. Currently Icicle Seafoods operated the only
inshore floating processor handling Bering Sea Pollock. The
conpany was taxed at a rate of 5 percent. Wereas, its
conpetitors were taxed at a rate of 3 percent. The conpany
was wlling to be part of the solution provided it was a
wel | thought out, conprehensive, and a rational plan. Any
changes in fishery taxes needed to include revisiting the
tax structure. The conpany asked for reassurance that the
funds generated woul d cover the needs of the Departnent of
Fish and Ganme to nmnage sustainable fisheries. In the
current climate the state needed to increase economc
opportunities to stimulate the econonmy. He thanked the
commttee for the opportunity to comment.
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6:48: 13 PM

GLENN  REED, PACI FIC SEAFOOD PROCESSORS  ASSCCI ATI ON,
SEATTLE, WASHI NGTON  (via teleconference), spoke in
opposition to HB 4006. He stated that the tax proposal had
not been analyzed to determine inpacts. The association
first supported the legislature |ooking at broad-based
taxes. Secondly, it supported closing tax |oop-holes. The
association would provide a proposal to tax the seafood
industry as a third step. He reported that his association
was also willing to help fill a funding gap of $18 mllion
for the Al aska Departnent of Fish and Gane once other taxes
were put into place. He thanked the commttee for its work
and for the opportunity to testify.

6: 50: 00 PM

CHRI' S WOODLEY, GROUNDFI SH FORUM SEATTLE, WASHI NGTON (via
tel econference), testified against HB 4006. He provided
i nformati on about the organi zation. The group was aware of
the financial difficulty facing the state at present. Their
concern was the cumulative inpacts. He asked that the
| egi sl ature consider the inpacts before inposing additional
t axes. He thanked the commttee.

6:51: 51 PM

STEPHANI E MADSEN, AT-SEA PROCESSORS ASSCCI ATI ON,  JUNEAU
(via tel econference), spoke against HB 4006. She encouraged
menbers to review witten and oral testinony provided to
the Fisheries Conmttee on HB 251 (Legislation introduced
in 2016 - Short Title: Electronic Tax Returns and Fisheries
taxes) during the regular session. She stated that
participating in fisheries with large vessels did not nean
they were outsiders. She provided information about the
nmenber conpanies of the At-Sea Processors Association. She
referred to passionate testinony from young captains in
Kodi ak that expressed concerns that |ifting the cap on
their CFEC license would delay their ability to nove into
t he wheel house. The action would inpact Al askans. She did
not support the tax wthout a thorough analysis. She
t hanked the comm ttee.

6: 53: 50 PM
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NANCY HI LLSTRAND, PI ONEER ALASKAN FI SHERI ES, KACHAMEK BAY
(via teleconference), supported HB 4006. She wanted to pay
the state of Al aska her share. She al so supported HB 4003,
the notor fuel tax. She thought the seafood industry would
be able to thrive, as it had seen higher fuel prices in the
past. She suggested that the state needed to get its fair
share from corporations. She was aware that additional
taxes would be painful, as her own business was down. The
state could not help all of +the corporations to be
successful. She remarked that Alaska had hatcheries that
were glutting the seafood industry and driving prices down.
The state was also paying for the construction of hatchery
bui | di ngs which she disagreed with. She also supported HB
2005, the mning tax, and an incone tax.

6:57:13 PM

THOMAS JOHN NELSON, SELF, CHUGACH (via teleconference),
believed it was irresponsible to increase taxes when nore
cuts to state government could be nade. Private businesses
had nade the same hard choices facing the state. He opposed
all taxes until spending was under control.

6:58:17 PM

VI NCE O SHEA, PACI FI C SEAFOOD PROCESSORS ASSOCI ATION, (via
tel econference), was opposed to HB 4006. He testified about
the need to devel op a sustainable operating budget and then
a conprehensive tax policy. The association did not support
additional taxes on the seafood industry until other steps
wer e taken. The fishing industry did not want to be the
first or only industry to be taxed. He asked for existing
| oopholes to be closed on existing tax laws - the
association estimated it could be between $2 nmllion to $4
mllion in revenue. He discussed the goal of the fisheries
tax - association nenbers were concerned about the
inmportance of maintaining the fiscal capacity for DFG to
manage t he seafood industry.

7:01: 37 PM

MARK VI NSEL, EXECUTIVE ADM NI STRATOR, UNI TED FI SHERMEN OF
ALASKA, JUNEAU, spoke in opposition to HB 4006. He stated
that the total taxes on the fishing industry added up to
$250 mllion. The organi zation opposed the increase unless
it was a part of a conprehensive solution to solve the
state's budget crisis. He stated that the businesses were
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all tenuous in their ability to finance and buy fish. He
opined that increased taxes put those affected closer to
bei ng out of business. The associ ation opposed an increase
to canned sal non tax and the renoval of permits from CFEC.
He noted that there were a nunber of people from Kodi ak
that had called in their testinony at an earlier neeting.
He t hanked the conmttee.

7:05:55 PM
AT EASE

7:20:23 PM
RECONVENED

W LLI AM REI NER, SELF, ANCHORAGE (via teleconference),
testified in support of all three bills. He thought it
woul d be appropriate for the "pain" to be shared across
i ndustries. He reiterated his support for HB 4003, HB 4005,
and HB 4006 as witten.

7:21:45 PM

KAREN PERRY, SELF, CHUGACH (via teleconference), testified
against all three bills. She stressed the need for
additional cuts to governnent spending. She also urged
nmenbers to keep their hands off the PFD s. She specifically
directed a cooment to Representative Saddl er.

ROY LEE, SELF, JUNEAU (via teleconference), testified in
opposition to all three bills.

7:24:25 PM
AT EASE

7:32:30 PM
RECONVENED

CLARK ROGER M LNE, SELF, FAIRBANKS (via teleconference),
spoke to HB 4003 and HB 4005. He supported HB 4003. He
believed the increase to the notor fuel tax was rational
and shoul d be acconplished; it would bring the state cl oser
to the national average. He was opposed to HB 4005. He
t hought specific industries should not be targeted, but
rat her a broad-based tax shoul d be consi der ed.

7:34:54 PM
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CURTI S THAYER, ALASKA STATE CHAMBER, MOOSE PASS (via
tel econference), testified in opposition to all three
bills. One of the chanber's |argest concerns was a |ack of
anal ysis by the adm nistration on the potential inpacts of
the legislation being considered. He stated that the
fishing and mning proposals would alnost double taxes to
both industries. He indicated that Anchorage was consi dered
to be an air cargo hub in the world. One of the chanber's
menbers had reported that with additional fuel taxes it
would be narginal to operate out of Anchorage and could
result in over 1,100 lost jobs and 400 pilots. Al of the
taxes conbined that were being proposed by the governor
totaled $855 million which funded Al aska's governnent for
one nonth. He thought taxes should be discussed across the
boar d.

7:36: 57 PM

RON JOHNSQON, SELF, Palner (via teleconference), testified
in opposition to the three bills. He was not in favor of
any tax increases. He did not believe that a tax increase
was in order. He thought the state should be doing things
to pronote commerce. He could not support any of the
proposed taxes. He thanked the commttee for its tine.

7:38:26 PM

NEI L MACKI NNON, HYAK M NING COWANY, TAKU RIVER (via
tel econference), spoke in opposition to HB 4005. He
strongly objected to the elimnation of the 3.5 year m ning
holiday. He had worked for 43 years on putting a mning
package together to find mnerals which would begin
producing in the followng year. The conpany had been
operating for the entire tinme period based on the 3.5 year
holiday, the only deduction the conpany would be able to
take. They paid off the top. It was a payday he had been
waiting for 40 years and he did not want to see it
di sappear. He was scared if the reason for the tax was that
the state needed noney. He did not think the tax and the
elimnation of the holiday were fair.

Co- Chair Thonpson CLOSED public testinony. He asked nenbers
to submit their amendnents to Legislative Legal Services by
noon the followng day. He addressed the agenda for the
next neeti ng.
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He recessed the neeting to a call of the chair [Note: the
nmeeti ng never reconvened].

#
ADJ OURNVENT

7:43: 30 PM

The neeting was adjourned at 7:43 p. m
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