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W TNESS REG STER

BRONK JORGENSEN

Fortymle Mning D strict

Chi cken, Al aska

POSI TI ON  STATEMENT: Provided his organization's concerns
regarding the potential inpacts that HB 253 could have on placer
m ners in Al aska.

KAREN MATTHI AS, Managi ng Consul t ant

Counci |l of Al aska Producers (CAP)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided her organization's concerns
regarding the potential inpacts that HB 253 could have on |arge
metal mnes and maj or netal devel opnment m nes in Al aska.

DEANTHA CROCKETT, Executive Director

Al aska M ners Associ ation (AVA)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided her organization's concerns
regarding the potential inpacts that HB 253 could have on the
m ning industry.

ACTI ON NARRATI VE

1: 03: 22 PM

COCHAIR DAVID TALERICO called the House Resources Standing
Commttee neeting to order at 1:03 p.m Representatives Hawker,
Johnson, Seaton, Josephson, Herron, Nageak, and Talerico were
present at the call to order. Representative O son arrived as
the neeting was in progress.

HB 253- ELCTRNC TAX RETURN, M NI NG LI C. TAX & FEES

1: 04: 19 PM

CO- CHAIR TALERI CO announced that the only order of business
would be HOUSE BILL NO 253, "An Act requiring the electronic
filing of a tax return or report with the Departnent of Revenue;
establishing a civil penalty for failure to electronically file
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a return or report; relating to exenptions from the mning
license tax; relating to the mning license tax rate; relating
to mning license application, renewal, and fees; and providing
for an effective date."

1: 05: 20 PM

BRONK  JORGENSEN, Fortymle Mning D strict, provided his
organi zation's concerns regarding the potential inpacts that HB
253 could have on placer mners in Al aska. He paraphrased from
the followwng witten testinony [original punctuation provided]:

| would like to thank the Committee for letting the
Mning District testify on HB 253 today.

The Fortymle Mning District was established on the
Fortymle Bar of the Fortymle R ver on Mirch 25th,
1898 under the 1866 Mning Act and the 1872 General
Mning Act. The District is the oldest and |ongest
standing Mning District in the State of Al aska. W
enconpass approximately six thousand square mniles.
Since 1898, the D strict has been actively engaged
with Governnental agencies to pronote famly placer
m nes and create a healthy and vibrant environnent for
all user groups of the Fortymle Ri ver watershed.

Currently we have just over a 100 fam |y placer mners
that nmake up the Mning District. This group along
with all placer miners in the state are currently
facing an unprecedented obstacle in dealing wth
regul atory agencies like the BLM [US Bureau of Land
Managenent, EPA [US Environnmental Protection Agency],
DEC [Departnment of Environmental Conservation], and US
Arny ... [Corps] of Engineers.

Fam |y placer operators on Federal Lands are being
i nundat ed by | nstructional Menor anda’ s,
reinterpretation of regulations and forcing any new or
revised plans of operations to conply wth a
conpl i cat ed “REM [ Recl amat i on Ef f ecti veness
Monitoring] Policy” for reclamation, along with a new
BLM policy of being forced out of using the State of
Al aska Bond Pool. The State Bond pool is an extrenely
i mportant asset to our placer mners on both state and
federal m ning clains.
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Placer mining in the Fortynmile is a clean process, no
acid leaching or other chemcals are used, just water
and hard work. The overall footprint is mninmal to the
extent that the 1986 Environnental inpact statenent
[EI'S] showed that collectively all placer mning in
the Fortymle District wuld have no significant
i mpact. The nunber of acres that the EIS assuned in
1986 would be mned by 1996 hasn’'t even been reached
today and we are 30 vyears out. Total all placer
activity in the Fortymle is smaller than an |owa
Far m

| bring this up to show the economc power of our
famly placer mning and the mnimal area it takes to
do so.

Fam|ly Placer Mnes are a huge force in driving the
Al aska econony especially in rural Al aska where there
is very little other economc activity. | would like
to point to the MDowell|l report that was done on the
Econom c Inpact of Placer Mning in Al aska. A couple
hi ghlights fromthe report.

- Famly Placer Mnes have been steadily increasing
on average over the |ast decade.

- 88% of all expenditures nade by placer mners are
spent in the state of Al aska.

- Total Inpacts: 1700 jobs in Alaska, $65 mllion
of labor income in Alaska and $150 MIlion in
Total spending on goods and services.

In this house bill,

- The Requirement for Electronic Filing of Mning
License Tax Returns. W believe we wll problem
for our nenbers. The exenption for this should be
in statute and allow exenptions for operations
with Iess than 10 enployees or a tax liability of
under $10, 000.

= Many of our nenbers don’t have internet or
can barely run a conputer

= | personally tried to wuse the current
el ectronic system |’'m probably one of the
nore tech savvy operators and | stopped and
used the good old paper system because it
is difficult and problematic to use.

- This bill is elimnating the Requirenent to file
returns in Juneau. This is a positive step for
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famly placers. Placer mners should be able to
file their tax returns and pay their tax at State
DNR [ Department of Natural Resources] information
offices in Fairbanks and Anchorage just |like
Rent al Fees, wat er license fees and APMA
[ Application for Permts to Mne in Alaska] fees.
This elimnates worry and hassle that returns are
timely filed.

- It is purposed that we Increase Mning License
Fee of from $0 to $50.

* This $50 annual fee may not seem like a big
thing but it actually is. Currently it is
estimated this will bring in only $25,000.
This $25,000 is a mnor amount of noney that
will have a significant inpact on famly
pl acer m ners.

e In order for a placer operator to get
permtted, they have to pay the
following regulator fees and all these
fees add up and nake it nore difficult
for us to operate:

o APVMA fee of $150 for one year.
Al aska Pl acer M ners Application.

o Non refundable Bonding fees can be
as much as $370 per year.

o Tenporary Water License is $50 per
year .

o BLM Camping fees every year for
dredgers is $250

o State Mning Caim Rental Fees and
Federal Maintence fees every year
cost nost of our mners a mninum
of $300 per year.

In the end the $50 dollars wll have a significant
inmpact, and if it is the straw that breaks the canels
back on just one or two famly operations, it is not
worth it.

Anything you do that adds to the burdon of famly
placer mnes with have a negative effect on both our
famly mner and the state econony. CACFA the Citizens
Advi sory Comm ssion on Federal Areas has been a huge
asset to the Mning District in dealing with AN LCA
and Federal Agenci es.
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The Fortymile District would like to be positive and
what we need to be doing is helping famly placer
operations so they can be successful and add revenue
to our state.

I encourage all of you to renenber that the
trickledowmn effect in the econony of losing just a
couple famly placer mnes has a significant inpact on
the general state econony. Let’'s try to work on
reducing the regulator paperwork and encourage nore
people to go out and devel op snmall placer operations.

As at State we need to be nmaking it easier to conply
and neet regulations. W need to keep the bond pool
strong, and pursue our State rights under AN CLA
Continuing to nove forward on issues |ike the
navi gable waters, RS2477 and we need to support and
fund CACFA. In the long term these things will help
our overall long termfiscal issues.

Thank you for giving nme the tine to address the
conmittee.

1:13: 54 PM

REPRESENTATI VE SEATON referred to M. Jorgenson's comment that
the state bond pool noney had not been used up, and asked for
details as to where the bond pool is and what it is used for.

MR. JORGENSEN replied that the bond pool is sonething every
federal operator has to use and any state operator that disturbs
over five acres of ground. In the event a mner defaults, the
bond pool noney can then be used to reclaimthe Iand and renove
equi pnent .

REPRESENTATI VE SEATON surm sed that the paynent into the state
bond pool

MR. JORCGENSEN interjected that it is still funded by the smal
mners in that every year mners pay $37.50 and it goes for
managi ng the pool and continuing to grow it. He noted that the

issue for federal operators is that BLM is claimng the bond
pool isn't strong enough and BLMis using that to force federa
operators to wuse their financial guarantee system which
essentially nmeans putting up a $500,000 to $1 mllion bond.
From his operation he estimated it to be approximately five to
six tinmes the cost.
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REPRESENTATI VE SEATON asked how nuch noney is currently in the
bond pool .

MR, JORGENSEN responded that it is approximately $1.1 mllion.
1:15: 39 PM

REPRESENTATI VE JOSEPHSON asked how nmany of the hundred famlies
are making a living principally on placer mning.

MR. JORGENSEN estimated that approximately one-half of the
operators are principally placer mners.

REPRESENTATI VE JOSEPHSON asked for clarification regarding the
$37.50 per year paynent.

MR. JORGENSEN explained that it is $37.50 per acre, so the
bigger the area left disturbed the nore the m ner pays. Unti l
the state or federal agency signs off on the ground the m ner
must continue paying every year, although there is a refundable
portion so that once it is conpleted the m ner receives his/her
ref undabl e bond.

1: 16: 36 PM

CO- CHAIR TALERI CO asked what has been the |argest acreage
di sturbance for any one individual claim

MR. JORGENSEN answered that the Ilargest operator in the
Fortym | e has approxi mately 15-20 acres di sturbed.

The conmmittee took a brief at ease.

1:17: 32 PM

KAREN MATTHI AS, Managi ng Consul tant, Council of Al aska Producers
(CAP), provided her organization's concerns regarding the
potential inpacts that HB 253 could have on large netal m nes
and major netal developnent mnes in Al aska. She paraphrased

from the followwing witten testinony: [original punctuation
provi ded] :

For the record, ny nane is Karen Matthias and | amthe
managi ng consultant of the Council of Al aska Producers
(CAP). Thank you for this opportunity to testify on HB
253.
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CAP is a non-profit trade association formed in 1992
and serves as a spokesperson for the large netal m nes
and maj or netal devel opnental projects in the state.

| watched the testinony of the Admnistration |ast
week so | know you have been given an overview of the
m ning industry and an explanation of the current tax

system | wll focus ny comments on the inpact of this
bill on Alaska’s 5 large netal mnes and nmajor
projects and ny colleague, Deantha Crockett of the
Alaska Mners Association, wll be speak to the
broader industry which includes coal, placer mning

and expl orati on.

CAP has two maj or concerns about HB 253:
1. How does the proposed 29% hi gher AMLT paynent
i mpact Al aska’s current mnes and projects?
2. WIIl it attract or deter investnent to Al aska?

First, I would like to state CAP's position on fisca
sustainability.

As busi nesses that have had to nake tough decisions to
optim ze operations, cutting budgets and positions
over the past four years of declining mneral prices,
CAP appreciates the depth of the State’'s fiscal
chal l enge and concurs with many key elenments of the
Governor’s fiscal plan for Al aska.

CAP's position has been consistent. To achieve fisca
sustainability and a stable investnment climte, we

support strategic reducti ons in t he cost of
governnment, wuse of the Permanent Fund earnings and
broad based revenue neasures to fill the remaining

gap. However, CAP believes that targeting one or a few
resource industries for tax increases is divisive,
di scourages investnent and does little to balance the
budget .

The fundanental question is what should Alaska' s
m neral tax policy be? Presumably we want to find the
bal ance between a reasonable share for the state and a
conpetitive rate for i ndustry t hat attracts
i nvestnment. Why? Because a robust, responsible mning
i ndustry contributes to Al aska’s econom c diversity by
provi di ng good j obs, pr ocur enent and contract
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opportunities for |ocal businesses, state and | ocal
government revenue and revenue sharing to Al aska
Nat i ve Corporations.

| know the admnistration already touched on these
points and underscored the inportance of the mning
industry to local comunities, particularly in the
Interior, Nome, Northwest Al aska and right here in
Sout heast .

Proposed AM.T i ncrease
In his State of the State address in January, Governor

Wal ker said that if Alaska were a country, we would be
the 8th nost mneral rich nation in the world. But

despite billions of dollars spent on dozens of
exploration projects since the 1980s, we currently
only have five large nmetal mnes. Wiy? Sinply put, it
is very expensive and takes a long tine to develop a
mne in Alaska due to our state’s lack of
transportation and energy infrastructure. If our rich
deposits were in Nevada closer to roads, rail and

power, they would probably already be operating m nes.
The State’s annual Mneral Industry Report recognizes
the negative inpact of declining netal prices and
paints a grim picture: fewer jobs, |ower net revenue
and a significant drop in exploration spending. This
pronpts nunerous questions from our industry. What is
the rationale for raising the Alaska Mning License
Tax (AMLT) at a tinme of |low netal prices? W have not
seen a detailed analysis fromthe Adm nistration about
the inpact of a tax hike. CAP is concerned that it
will it affect the economc feasibility of mnes that
are under consideration or in permtting. Just one new
|arge netal mne would bring nore revenue to the state
than this proposed increase.

CAP has nenbers that are very concerned that at our
current low nmetal prices it doesn't take nuch to tip
into neutral or negative cash flow Yes, the AMT is
based on net incone, but at these prices, net incone
is low and a 29 [percent] higher tax paynent would be
a hard blow. The Departnment of Revenue has clearly
illustrated how difficult things are for the industry
in their estimtion of the revenue inpact of the
higher tax rate. Wwen the Governor rolled out his
fiscal plan in Decenber, Appendix A of his narrative
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stated that the increase in AMT would result in an
additional $12 mllion to the state. The fiscal note
to this bill says $5.9 nmillion in 2018. The difference
is a recalculation of estimated net incone and the
reality of Iow comodity prices.

CAP is also concerned that the tax increase will deter
investnment. The 2014 Fraser Institute Annual Survey of
M ning Conpanies ranks Alaska 22nd out of 122
jurisdictions around the world in regard to mning
taxation policy as approximately 70 [percent] of the
respondents said that our tax policy encouraged or did

not deter investnment. At a time of increasing
conpetition for few global exploration dollars, what
will be the inpact of the proposed AMLT increase on

gl obal perception of investing in Al aska?

Many people are surprised that our major conpetition
are not countries in Africa and South Anerica, but
Canadi an provinces and other US states |ike Arizona
and Nevada which have nore attractive investnent
climates. They offer both lower tax rates and nore
infrastructure which often neans a better return on
i nvest nent .

W should be encouraging, not discouraging new
investnment in Alaska. New mnes, of which Donlin Gold
is just one exanple, could potentially bring nore
revenue to the State of Alaska than the nobdest revenue
to be gained by this neasure.

3.5 year AMLT exenption for new m nes

It is equally inportant to question the proposed
elimnation of the 3.5 year exenption of the AM.T for
new mnes. Is it fair to renobve the exenption for
mnes that are currently under consideration or in
permtting and whose economc nobdels count on the
exenption? Since no new |arge mnes have received
permts to start construction, it is clear that this

change will not result in any new revenue in the near
term On the contrary, it sends a negative nessage to
potential investors and possibly tips the scale for

economc feasibility of sonme developing projects so it
could actually have a negative inpact on future state
revenue. Surely this is not the goal of the State of
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Al aska. Please consider anending the bill to renove
this proposal.

In closing | want to enphasize that CAP's position on
fiscal sustainability has been consistent:

e The State of Alaska cannot cut its way out of the

budget deficit, however addi ti onal cost -
contai nment and efficiencies are still needed.

* Use of the Permanent Fund earnings is a viable
option to fill the greatest portion of the
deficit.

* No one industry should be singled out to cover
t he remai ni ng gap.

e As Alaskan businesses willing to do our share,
CAP woul d be supportive of broad based neasures
to address any remai ning deficit.

Thank you for the opportunity to provide these
corments. W urge you to | ook closely at the inpact of
this bill on Alaska's ability to be conpetitive and
encourage investnment in the mning sector. Mny
Al askan conmunities and thousands of Al aska m ners and
their famlies depend on a healthy mning industry.

1:25: 47 PM

REPRESENTATI VE JOHANSON commented that he has often heard
targeted taxes and expl ained that the process of the |egislature
is not targeting taxes, but rather breaking the taxes out to
where policy commttees, such as the House Resources Standing
Comm ttee, the House Labor and Commerce Standing Committee, the
House Speci al Comm ttee on Fi sheri es, and t he House
Transportation Standing Commttee, can address the policies. He
further explained that when all of these, on their nerits or
not, get to the House Finance Committee they will be nerged into
a package that should be broad-based and not singling anyone
out. Representative Johnson offered the foll ow ng:

| want to be real clear that this is not an attenpt to
single out a single industry. This is an attenpt to
allow the public to weigh in, and for commttees to
get a nore in-depth |ook. If we were to take this to
Fi nance, you'd have two mnutes to testify, every tax
person would be up there, public testinony once. And
we're probably hearing nore on revenue bills now
because of the way it's been broken up. And it was a
conscious decision nade just to do that so that we
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could pay particular attention to all of these. So

to characterize targeting, | know it may seem that
way, but | want to be very clear that this is part of
a package that's been broken out so that all the
legislators wll have a chance. | was talking to
soneone today and | think there are only three
legislators ... or majority nenbers that will not sit
on a commttee that hears a tax bill, as opposed to
just 11 in Finance. And in the mnority, | think
there's another three that don't sit on commttees.
So of all 60 legislators, only six wll not sit on a
conmittee that hears sone kind of a revenue bill. So,
we're much better today handling it this way than we
woul d have been if we'd just sent it up to Finance and
watched it on TV. And so this is an attenpt to nake
sure that we're able to drill down. So, | want to
di spel any preconception that we're targeting anyone.

REPRESENTATI VE JOHNSON reiterated that it is inportant that
peopl e understand the notives and why the legislature is doing
it in this manner in that it is not singling people out.
Rat her, the goal is to get nore in-depth and receive sonme of the
information that Ms. Matthias has requested, as well.

1:27: 58 PM
REPRESENTATI VE SEATON of fered hi s appreciation for

Representati ve Johnson's expl anati on because there is a proposed
fisheries tax increase of 33 percent and he comes from the

fishing industry. He pointed out that elimnation of $400
mllion in tax credits in the oil and gas industry is a
significant portion that is being considered, as well. Wth

regard to the 3.5 year exenption for |arge mnes, he asked how
that half year of an annual tax is not collected; for exanple
whether it is 50 percent of the third or fourth year.

M5. MATTHI AS deferred to the Departnment of Revenue (DOR) for an
answer in that she is unsure of the accounting.

REPRESENTATI VE SEATON surmised that the testinmony of M.
Matthias isn't necessarily on the half year, but rather the
industry would like to be exenpt from tax for sonme nunber of
years after the mne is profitable.

M5. MATTHIAS replied that currently the exenption is 3.5 years,

which the mnes would like to stay because a proposal to renove
it entirely is problematic. She said she understands the half-
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year possibly creates accounting challenges for DOR Wth
regard to targeting t axes, she sai d she appreci ates
Representative Johnson's and Representative Seaton's expl anation
and the work this conmttee is performng to review policy and
i mpact . She noted that of all of the business comunity it is
the resources industries - fishing, tourism mning, and oil and
gas - that have been targeted in terms of the four bills
proposing to raise taxes. From a mning industry perspective,
it feels like mning has been singled out with three other
resource industries for a large proportion of this discussion.

1: 31: 28 PM

REPRESENTATI VE HAWKER asked whether Ms. Matthias or anyone in a
managerial position in the industry had any contact with DOR
before the bill was introduced, as far as what DOR may be
t hi nki ng of doing and the consequences on the industry.

M5. MATTHI AS responded yes, CAP was contacted in |ate Novenber
by the adm nistration who asked for an opportunity to provide
information on its proposals. The DOR and soneone from the
governor's office net wth her board in Novenber and said they
were interested in the board's view and also provided an
overview which at the tinme was still nuch nore general. Pri or
to actually seeing the proposed bill, CAP followed up the
neeting with a letter to Conm ssioner Hoffbeck in |ate Novenber
expressing much of her testinony today, such as CAFP's
understanding of the fiscal situation, its support to be part of
the solution, and its concern regarding targeting taxes. V5.
Matthias advised that after reviewing the proposed bill, CAP
then followed up with another letter.

1: 32: 52 PM

M5. MATTHI AS, in response to Representative Hawker, advised that
once CAP had nore information on the bill itself CAP followed up
with another letter.

REPRESENTATI VE HAWKER concl uded that CAP did have an opportunity
to respond and express its concerns. He asked whether there was
any further dial ogue between the agency and CAP before the bil
was i ntroduced.

M5. MATTHI AS answered that to the best of her know edge, no.

REPRESENTATI VE HAWKER asked whether, to the know edge of M.
Matt hias, the Departnent of Revenue in preparing this bil
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performed any sort of inpact analysis as to how it mght affect
the industry, such as jobs, people, and revenues i nvol ved.

M5. MATTHI AS replied no, she did not see any econom c analysis
or inpact study.

1: 33: 47 PM

REPRESENTATI VE HAWKER opined that one of the «clains in
introducing this bill is that it will take nore noney from the
mning industry and everything wll be fine. He inquired

whether he is correct in recalling that Ms. Matthias testified
that the opposite m ght happen and the state could actually have
a decrease in revenues.

M5. MATTHI AS responded that that was in regard to her points
about the 3.5 year exenption for the mining license tax. In the
event it helps to tip the economc feasibility of a project that
then doesn't go into production, then there is |ess revenue for
the state through the Al aska M ning License Tax (AM.T), through
the corporate tax, |less jobs, and inpact for |ocal comunities.

1: 34: 45 PM

REPRESENTATI VE HAWKER asked M. Matthias to clearly state
whet her she has had any conversations with the Departnent of
Revenue about the probability or |likelihood of her concerns
actually comng to be should HB 253 pass, as opposed to the
departnment's presunptions that it is just dialing up a revenue
spigot for the state.

M5. MATTHI AS repli ed:

There was a neeting, and I'm sorry | didn't nention
this earlier. There was a neeting in January before
the session started, I wasn' t present, wher e

representatives of CAP did express concerns about the

current 3.5 year exenption for new projects and
asked the Departnent of Revenue to really consider the
inplications before submitting the bill to the
| egi slature. But we were told it was too | ate.

M5. MATTHIAS, responding further to Representative Hawker,
reiterated that CAP was told it was too late, that the process
had al ready begun.

REPRESENTATI VE HAVKER st ated the fol |l ow ng:
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M. Chair, thank you. And my own editorial. You know
| really don't care that the Finance Commttee is
going to assenble a bill. | personally need to see
rational explanation in this commttee before |I'm
wlling to nove any product forward.

1: 36: 05 PM

REPRESENTATI VE HERRON, in regard to if HB 253 goes forward,
inquired as to what effect it is having and will have on the
gl obal perception of investing in Al aska.

VS. MATTHIAS responded that tonmorrow there wll be an
opportunity to go through the whole mning industry update and
that she has a nunber of slides regarding the Fraser Institute
study that shows perception and it tracts where the investnents
go. The Fraser Institute |ooked closely at the question of
i nvestnment attractiveness, policy perception, pure mneral
potential, and mneral potential based on the current policies.
She noted that Al aska's position over the |ast couple of years
has been in decline. Policy perception is not just taxation but
al so regulation and other issues. She described this as a
concern for the broader investnment community, and part of the
real issue is that comodity prices have been declining for the
last four years so it is harder for conpanies to raise
i nvestnment on the narkets. Therefore, there is nuch greater
gl obal conpetition for fewer dollars and Alaska has seen its
share of exploration spending go down significantly, and that is
not perception, that's the reality. That shows that conpanies
are looking at what's going on currently in Alaska and are
maki ng assessnents about what mght be comng in the future and
sonme are choosing to put their noney el sewhere.

REPRESENTATI VE HERRON asked whether this has changed since the
bill was introduced and whether the bill has been noticed in the
wor | d.

M5. MATTHI AS answered that it certainly has been noticed by the
nmenbers of CAP. Some nenbers have headquarters in other
countries and other parts of the United States, and they want to
know what is happening and where things mght go so that they
can nmake decisions about how it wll affect their current
operations and plans for the future.

1: 39: 01 PM
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REPRESENTATI VE HERRON referred to the |limted conversation with
the adm nistration and the conversation before session started,
and asked whether the adm nistration explained the basis for the
removal of the 3.5 year exenption

M5. MATTHI AS answered no, that has been CAPs biggest question
because it doesn't seem to nmake sense because no mnes are about
to go into production or have started construction. Ther ef or e,
elimnating this exenption will not result in increased revenue
to the state in the near future sinply because there are no
m nes poised to take advantage of that exenption. She specified
that CAP has not received a clear answer as to why the
adm nistration would nake a decision that doesn't bring in new
revenue but does have the opportunity to discourage investnent
or to send a negative nmessage to the investnent comunity.

REPRESENTATI VE HERRON surm sed that CAP has perforned analysis
on this issue and asked CAP to provide an answer as to the
potential loss of revenue to the state if it deters investnent
and devel opnent .

M5. MATTHI AS replied that it is a tough to give a dollar figure
because a nunber of mnes are in advanced devel opnent such as

the Donlin Creek Project, Livengood Gold Project, Pebble M ne,
and others, and there is a wde range of projects in the
expl oration phase. Qobvi ously, she said, anyone exploring in
Al aska is hoping to find a deposit to develop and turn into a
produci ng mne. She explained that the change in attractiveness
or concerns by the investnment conmunity about changes to the
Al aska fiscal regime could inpact any one of those because each
one is different, they all have different nodels, and their
ability to go ahead is determned on a nunber of different

factors. She said she can't put a dollar figure on it but if
the state |lost one of those advanced projects from going forward
there is a significant inpact. Just one of those projects

becom ng a producing mne would raise so nuch nore revenue for
the State of Alaska than this particul ar increase.

REPRESENTATI VE HERRON disclosed that he is a partner in sone
gold clains and in speaking as a mner, opined that there is a

shortage of explanations on why this was put forward. He said
he echoes Representative Hawker in that this nust be done
carefully and today it is premature to advance it until nore

answers are forthcom ng.

1: 42: 34 PM
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REPRESENTATI VE JOSEPHSON recounted that the House Labor and
Commerce Standing Committee heard from the cigarette, alcohol
tourism and oil and gas industries that they al so have the sane
fear as the mining industry regarding the inmpact on economc
incentives and that a climate of welcomng for the production
w Il be inpacted. He asked whether every industry could raise
that argunment, such that retirees could determne they are not
retiring in Alaska because they are being threatened with an
i nconme t ax.

M5. MATTHI AS responded that CAP's approach for a fisca
sustainability starts with cuts and efficiencies, and nobves to

the permanent fund earnings. She said CAP recognizes that
neither of those wll necessarily conpletely solve the problem
and that there will potentially be a need for revenues to fill

t he remai ni ng gap. She expl ai ned:

But we think that they should be broad-based and we

are willing to part of that solution. But | think
about ... sone friends | have that have been laid off
in oil and gas and mning in the past year. And the

the first thing they did when they got that |ayoff
notice was cut expenses so that they could nmake their
savings last as long as possible while they | ooked for
a new job that would bring in nore revenue. And |
think ... that's a very individual point of view but
that's from a conpany perspective, that's all exactly
what we have done in these tinmes of |ow netal prices.
| can tell you ny conpanies have cut positions,
they' ve frozen wages, they have reduced benefits, they
have started ... requiring that their enployees pay
nore share for their health care costs, none of those
are easy or popular choices. But, that's what the
conpani es have done because tines are tough.

1: 44: 51 PM

REPRESENTATI VE JOSEPHSON asked whether M. WMatthias knows the
net inconme of the five major mnes CAP represents.

M5. MATTHI AS answered she does not have the net income nunbers
as the tax information is proprietary. It is all given to DOR
whi ch amal ganates it for their publications, so DOR would be
able to provide a total.

REPRESENTATI VE JOSEPHSON posed a scenario of five large mnes
with this proposal resulting in a $5 nmillion tax that was about
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$1 mllion per mne. He asked whether $1 mllion a mne is
meani ngful in the view of worldw de conpetition given the size
of the mnes and the potentiality for return of higher commodity
prices.

M5. MATTHI AS replied that the tax increase being discussed is
the Alaska Mning License Tax (AM.T) which is based on net
i ncone. Currently, the reason the fiscal note is $5.9 mllion
is because commodity prices are very |low, operating costs are
hi gh, and net incone is low. She stressed that a change in the
percentage could result in a very different total when commodity
prices are high because, going back four or five years, there
was a nmuch larger paynment to the state in AMLT because commodity
prices were high, mnes nmade noney, and the state received nore
revenue. Therefore, she advised, it is not the right question
because it is a percentage on net incone and it changes every
year .

1:46: 51 PM

REPRESENTATI VE JOSEPHSON referred to the 3.5 year tax holiday,
and opined that the opposing side of the coin that Ms. Matthias
argued is the argunent that, rather than interfering with new
exi sting production, this would be sonething the industry could
anti ci pate. He described it as a "no harm no foul” tax in
that, as Ms. Matthias testified, no revenue is comng in right
now anyway. He asked whether there is an argunment for that.

M5. MATTHI AS responded that renoving the 3.5 year exenption of
the tax today puts it on the books in the future. Ther ef or e,
when a new mne cones into production it would not have that
opportunity. She pointed out that it is very inportant to
consider sonme of the projects currently in advanced stages
because they have invested hundreds of mllions of dollars into
exploration, and in sone cases permtting. Those expenses are
not deductible, they are an investnent. When the conpanies go
into production they are in debt by hundreds of mllions of
dollars that are not deductible from the net inconme that is
assessed and determnes the Alaska Mning License Tax. Al so,
she stressed, when a mine goes into production there are hiccups
in that the ore body is unknown, and once mning actually starts
there are things that nust be changed, things that require fixes
which neans a mne's operations, initially, are not as efficient
as they will be as the mne matures and the ore body is known
and processes are in place. She argued that the ability to have
a good return on profit in those first few years is tough and
unforeseen things can happen initially. The Pogo Gold Mne in
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its second year had a forest fire that closed down the road,
t hereby having a huge inpact on Pogo in the second year. So
knowing there won't be an exenption from the Al aska M ning
License Tax (AM.T) during the first 3.5 years would have an
i mpact on a mne's economc feasibility.

1:49: 37 PM

REPRESENTATI VE JOHNSON referred to the conversations that M.
Matthias had with the adm nistration, and asked whether any of
her recommendati ons were incorporated within the |egislation.

M5. MATTHIAS replied that CAP' s Novenber [2015] letter to
Comm ssi oner Hof fbeck supported wuse of +the permanent fund
earnings as part of the nmmjor solution to the fiscal challenge.
She noted that there is a bill from the governor on that issue.
Responding further to Representative Johnson, she said she could
not think of any recomendations, in particular, incorporated
into the | egislation.

1: 50: 29 PM

REPRESENTATI VE JOHNSON noted there is trenmendous |ow comodity
prices worldw de and the discussion is about conpanies investing
in Al aska. He inquired about which kind of investnents are
happeni ng today, whether investnent has slowed down or stopped,
and whet her conpani es are harvesting as opposed to investing.

M5. MATTHI AS responded that mning is a |long-term investnent and
many of the producers continue to explore and continue to define
their ore body to prolong the |life of the mne because if the
life of the mne is prolonged the conpany can catch the
increases in the coomodity price cycle. To nake noney in mning
t hose peaks nust be caught because it is a volatile cycle and
there are many dips. There is ongoing exploration to delineate
ore bodies, she explained, but there have been cuts in sone of
t hose investnment decisions. For exanple, Pogo has advised that
it spent $15 million last year on its exploration but its budget
is less this year.

REPRESENTATI VE  JOHNSON surmised that if investnment is not
happening, then Alaska isn't going to mss anything. However,
if investnment is happening, then there is the potential for
Al aska to | ose devel opnent if HB 253 tips the scales.

M5. MATTHI AS agreed and said CAP believes that is the case both
for the long-term viability of the producing mnes and also
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mnes in the exploration phase and 1looking to go into
devel opnent and producti on.

1:52: 39 PM

REPRESENTATI VE SEATON recalled the statenent by M. Matthias
that Alaska is the 22nd nost favored fiscal regine for mning
out of 127 in the world. He questioned whether a 3.5 year
exenption is tipping the scale and asked whether CAP has any
econom ¢ inpact studies that show that renoval of that exenption
woul d actually change any of the econom c decisions that would
be made by sonmeone starting a mne in Al aska.

M5. MATTHI AS clarified that the nunmber 22 is a question within
the Fraser Institute study based specifically on taxation, and
noted that a nunber of different questions were asked in the
st udy. She said CAP has not been able to perform an economc
analysis and suggested that the administration could do an
econonmi ¢ anal ysis of whether changes to the reginme would inpact
the existing mning industry and whether would attract
i nvest nent . There is strong concern anongst CAP nenbers about
elimnating the 3.5 year exenption of the Al aska Mning License
Tax (AM.T), as well as concern about an increase in the AMT.

1:54: 42 PM

REPRESENTATI VE SEATON stated that he cannot understand how an
econom ¢ analysis could be perfornmed regarding what the exact
i mpact would be of elimnating that one portion because the
mnes in existence in the state are based on Al aska being the
22nd nost favorable tax structure. VWhat the inpact will be is
hypot hetical until that portion is actually elimnated. Perhaps
the Fraser Study could be |ooked at to see whether jurisdictions
that don't have an exenption are higher or |ower on the scale
t han Al aska. O herwise, doing a study like that would cost
hundreds of thousands of doll ars.

V. MATTHIAS answered that it is inmportant for anyone
considering changes to a tax to have sone idea of what they want
to encourage or discourage in Al aska, and how that conpares to
ot her jurisdictions. The inportant thing is to |look at total
take because it's not just about a royalty or a net proceeds
mning tax or corporate income tax, as it is all of those things
t oget her because from the mning conpany's point of view they
are all expenses. If the legislature as the State of Al aska
wants to encourage nore investnent in the mning industry to
have nore m nes, nore jobs, and nore opportunities, then it nust
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be | ooked at as to whether a tax regine is being set up that is
conpetitive with reasonable jurisdictions that Al aska would be
conpeting with. For exanple, how does Al aska conpare Nevada and
Arizona, the top netal mning states in the US, and how does
Al aska conpare with sone of the Canadian provinces? That whole
picture is necessary in order to have a sense of whether
i ncreasing taxes, increasing the burden, wll deter the
investnment into the industry and result in a smaller industry.

1:57:22 PM
REPRESENTATI VE HAWKER thanked Ms. Matthias for her testinony,

and requested her suggestions for what the |egislature should
look at as a basis for neasuring and conparing Al aska's

conpetitiveness wth other jurisdictions. Regarding the
comments by Ms. Matthias about total governnent take, he said he
has not seen any enphasis on that in this process. He asked

whet her Ms. Matthias had suggested that the people proposing the
| egislation should take responsibility for the evaluation and
consequences of the changes being proposed, but said M.
Matthias did not have to answer that question.

1:58: 30 PM

REPRESENTATI VE JOSEPHSON said he has practiced law for 12 years
and knows what it neans to represent soneone whol eheartedly and
believe in their cause. A criticism levied during the |ast
coupl e of weeks about the admnistration is that it didn't do
all these econom c anal yses. He continued:

It strikes me that had it done that, unless there was
sonme stipulation as to the report, the agency, the
aut hor of the report, that it would be your job, if it
was unsatisfactory, to argue that the report was

fl awed, which you may believe it was. But isn't that
one of the problens? 1'm not saying that nore facts
woul dn't be beneficial. But if the report had been

unfavorable, that is the report had concluded that yes
there would be sonme economc inpact but that it's
critical we do this and the econom c inpact would be
survivable, you wouldn't have sinply said, "Wll,
that's just the report and we just have to live with
that report.™

M5. MATTHI AS replied she is hesitant to analyze a hypothetica

report or the outcomes of a hypothetical report, but said tax
changes are very significant. It has been seen with proposed
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oil and gas tax changes that there is intense scrutiny through
economc analysis nodeling inpact - the |legislature hires
consultants, and the admnistration has its consultants. She
allowed that mning and oil and gas are on conpletely different
scales in ternms of the contributions to the State of Alaska in
terms of the general fund revenue, but said that whether it's

tax on oil and gas, mning, or any other industry, it is
necessary to have a serious economc analysis and |look at the
i npact . It would be up to the admnistration, up to the

| egislature, as to what kind of third-party consultants to use
in order to receive the best possible information to nake
deci si ons.

2: 00: 48 PM

REPRESENTATI VE HERRON remarked that it is clear to many nenbers
that 7-9 percent is too steep of an increase. He asked whet her
CAP has a position that possibly a small increase is justified
or whether it should be left at 7 percent.

M5. MATTHI AS responded that the Council of Al aska Producers has
not taken a position on that nunber because it wants to question
the tax policy and the potential outcones.

2:01: 29 PM

CO- CHAI R TALERI CO requested a copy of the letter CAP sent to the
Departnent of Revenue so he can distribute it to the commttee.

M5. MATTHI AS answered that it is in the public domain and was
sent to the Departnent of Revenue and to Governor Bill Walker's
office. She said she will share a copy with the commttee.

The commttee took a brief at ease.
2:02: 36 PM

DEANTHA CROCKETT, Executive Director, Al aska Mners Association
(AMA) , provided her organization's concerns regarding the
potential inpacts that HB 253 could have on the mning industry.
She paraphrased from the following witten testinony [origina
punct uati on provided]:

Thank you. For the record, ny name is Deantha Crockett
and | am the Executive Director of the Al aska Mners
Associ ati on. AVA appreciates the invitation to
provi de testinony today.
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The Alaska Mners Association is a professional trade
association established in 1939 to represent the

mning industry in Al aska. W are conposed of nore
than 1,800 nenbers that come from seven statew de
branches: Anchorage, Denali, Fairbanks, Juneau, Kenai

Ket chi kan/ Prince of Wales, and None. AVA is an
unbrella association, representing the large netal
mning operations in Al aska but also small famly

m nes, coal operations and projects, sand, quarry rock
and gravel mning, and the vendor and contracting
sector that supports the mning industry.

Each year, AMA distributes to this Commttee and your

col | eagues an “lssues of Concern” docunent. Thi s
outlines our policy positions on issues that inpact
the success of our industry. This year, given the

budget situation we find ourselves in, our very first
itemof critical concern is a position on State Fisca
Pol i cy t hat r eads, “I mredi ately i npl enment a
conprehensive, long term fiscal plan in 2016 that
ensures responsible spending at a sustainable |evel.
Such a plan should include budget reductions, use of
Per manent Fund earnings, reduction in the Permanent
Fund Dividend, and new revenue from broad-based taxes.

Ensure State of Al aska fiscal policy includes
strategies to grow and diversify the Alaska private
econony.”

I’d like to focus on the last part of that position
when offering coments on HB253. Strategies to grow
and diversify the private sector in Alaska could not
be nore inportant as we look for a solution to our
budget inbal ance. W ask you. How many industries do
we have in Alaska that we can |ook at and concl ude,
they’ ve got potential to be twice as |large? How much
opportunity is there to nultiply the taxpayer base of
a single sector? Alaska is honme to over a dozen
advanced exploration mning projects, and just a
single one of them going into production will bring
the State of Alaska substantially nore revenue than
what is being proposed in this Legislation.

The Al aska M ners Association and its nenbers want to
be part of the fiscal solution. W aren’t against
payi ng taxes. W already do pay taxes. But we fear
this proposal is short sighted, and wonder, what is
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the goal of this tax policy? Is it to raise $6

million dollars? |Is it, as was said in testinony at a
previ ous hearing, to address a perception that m ning
doesn’t pay its way? (I'll get to that point in a
nmoment ) . O would we, collectively as a state, like

to grow mning’ s contributions to state revenues for
many years to cone?

Recently, UAA's Institute of Social and Economc
Research conpleted a report prepared for t he
Departnent  of Commer ce, Communi ty, and Econom c
Devel opnent that researched the fiscal effects of
Al aska’s fishing, mning, and tourismindustries. The
report shows that mning, despite sone of the world's
hi ghest envi ronnent al st andar ds t hat require
stringent oversight, and highest capital and operating
costs due to the lack of existing infrastructure
t hroughout rmuch of the state, brings in nuch nore
revenue to the State coffers than what it costs to
manage the industry. Mning DCOES pay its way in
Al aska, not only in state governnent revenues, but
also in property taxes, Native Corporation revenues,
and jobs and procurenent spending. The mning industry
has spent hundreds of mllions, if not billions of
dollars building infrastructure in this State. Al

of this should be highlighted when we discuss any
supposed perception about mning's contributions to
Al aska. Alaska’s mners are paying taxes and
contributing to Alaska s econony in a significant way.

The state nmust keep its eye on the prize and bring new
mnes into operation to increase the taxpayer base.

To do this, we as Alaskans nust focus on ensuring
there is policy in place to make that a reality.

Policies based on reasonable, predictable regulation
are inportant, and to the subject on today s agenda

attractive fiscal ternms are nore inportant than ever.
The global mning industry is in a prolonged downturn,

as are the vendor and contracting sectors that support
and depend on its activity. A multi-year decrease in
cormmodity prices and increasing devel opnment and
operation costs has caused the industry to evaluate
projects and operations, just as we have seen with the
cessation of the N xon Fork Mne, which suspended
operations in 2013, resulting in the loss of 90 jobs,
sonme of which were held by rural Al askans.
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The exanmple of N xon Fork is denonstrative of the
fragility of mning economcs, and we are hopeful this
reinforces the nessage that Al aska should be creating
and nmaintaining policies that incentivize investnent,
not addi ng new pressures that woul d deter investnent.

Clearly, AMA's position is to grow Al aska s mning
industry. We need that just one new mne | nentioned
earlier, and should strive to develop dozens of new
m nes. However, the renoval of the 3.5 year exenption
for new mnes does not achieve that goal. This is
sinply bad policy. It offers no inmediate or near-
term revenue for the State of Alaska, yet decreases
the feasibility for a future mning project such as
the Donlin Gold Project, which has projected 1,200
j obs at operation and would bring mllions of dollars
of revenue to the State.

This Legislation proposes changing the Al aska M ning
License Tax rate from seven to nine percent.
I ncreasing the paynments Alaska' s larger mnes nake to
the State by 29% with no research, econom c analysis

or understandi ng about whether the industry can bear

the increase, is truly disturbing. Al aska’s m ning
industry is conmprised of mnes that are relatively
small in scale and run by one person to l|large mnes
that enploy over 600 people. Al so, hundreds of

Al askan businesses and individuals depend on mning
i ndustry spending for their livelihoods. Any policy
that would inpact this critical industry nust be fully
contenpl ated, researched, and wunderstood prior to
adoption, and we do not believe the State of Al aska
has reached that |evel of understanding.

Anot her conponent of HB253 that we urge the State to
research is the inpact of the electronic filing
requirenents on the small miner. Requiring electronic
filing of tax returns could be problematic for sone
operations, particularly placer mnes in renote Al aska
with limted connectivity to the Internet. The bil

references the possibility of securing exenptions from
electronic filing but offers no criteria or additiona

information about the exenptions. W urge you to
ensure the inpact of this requirement is understood,
and solutions are offered if necessary. In addition,

the creation of a $50 application and $50 renewal fee
may seem nmay seem insignificant, but fees required by
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regul atory agencies have begun to amount to an
i npact f ul curmul ative increase for Alaska’'s small

m ner. This requirenment would be in addition to the
fee for an Annual Placer Mning Application, fee to
enter into the bond pool, canp fee permt, fees
required by federal agencies for mne permtting, and
nor e. The creation of a new fee, in addition to
substantial existing fees, is yet one nore cost

mechanism that can only increase in the future,
pl aci ng further burden on Al aska' s small m ners.

Thank you for the opportunity to provide you wth
AMA's position on HB253. To conclude, we urge you to
require a close examnation of this proposal to fully
understand the inpacts on every part of Alaska's
mning industry - from the large mne to the small
mner, and the Al askan businesses that support the
mning industry, and determ ne whether this proposa
acconplishes a goal to further Al aska s econony.

2:09:21 PM

REPRESENTATI VE SEATON referred to the electronic portion of M.
Jorgensen's testinmony that suggested a reasonable cutoff point
woul d be under $10,000 net incone. He asked whether the Al aska
M ners Association (AMA) has a position or agrees wth that
suggesti on.

M5. CROCKETT asked whether Representative Seaton's question was
that M. Jorgensen suggested under $10,000 in the electronic
filing requirenent.

REPRESENTATI VE SEATON said his understanding is that M.
Jorgensen thought that wunder $10,000 not being required to
el ectronically file would be a partial solution because nost of
those that would have a problem with that would probably fall
under that $10,000 net income solution. He requested that M.
Jorgensen cone forward to clarify his suggestion

MR. JORCGENSEN explained that the position of the Fortymle
Mner's Association is $10,000 tax liability, so if the tax
l[iability to the state is under $10,000 the miner is exenpt, or
an enpl oyee-based 10 or fewer enpl oyees.

M5. CROCKETT answered that the association has not prepared any

sort of assessnment on what the nonetary threshold would be, but
the problem is that sinply sonme of the mners don't have the
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connectivity to do it. No nmatter how much noney a miner m ght
make, there are sone mners who sinply don't have the capability
to do it.

2:11: 53 PM

REPRESENTATI VE HAWKER presumed that the MDowell G oup report,
[ The Economc Inpacts of Placer Mning in Al aska] was
conm ssioned by the Al aska M ners Association, and said it had a
| ot of good information. He asked how much of the placer mning
in Alaska 1is conducted on state-owned |and as opposed to
privat el y- owned | and.

M5. CROCKETT replied she will get back to the commttee wth
speci fic nunbers, but that the vast najority of placer mnes are
on state | and versus federal |and.

REPRESENTATI VE HAWKER understood that the placer mning sector
is highly concentrated on state lands, and that the |arge m ning
sector, large nmetal mnes and |large coal mnes, is primarily not
on state lands. He advised that when the conmttee | ooks at the
difference between royalties and production taxes, whatever
decision the conmttee nakes disproportionately prejudices one
or the other of that group. It is sonmething the commttee needs
to keep in mnd as it |ooks for an appropriate policy solution.

2:13: 29 PM
REPRESENTATI VE SEATON noted that Al aska has been under the net

income percent tax regime for about 50 years and a certain
nunmber of mnes have been developed and others have been

explored and not devel oped. He said he is having difficulty
understanding how changing from 7 percent to 9 percent, or
changing the 3.5 year exenption, will suddenly make "a whol e | ot

of difference when, if the case was that the existing fisca
regime, which is the 22nd nost favorable in the world basically,
wasn't enough to create these nmines or they weren't profitable
enough or that a 2 percent difference in net inconme, net
profitability, in tax to the state would nake the difference and
all of a sudden there's going to be all these mnes that are
going to be under construction or one that's going to be under
construction that wasn't already that when they didn't take
pl ace already." He asked M. Crockett to explain how the
commttee can |look at this and say that this is going to be a
determ ning factor.
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M5. CROCKETT responded that it's not that particular tax piece,
but that it couldn't cone at a worse tinme for the mning
i ndustry. Tonmorrow she will be offering several slides that
show the different external factors that mining conpanies are
facing in terns of costs and revenue streans that make it such a
tough tinme in the mning industry. She reiterated that it's not
so much the taxes, but rather that it's so incredibly expensive
to do business in Alaska and this is changing one portion of how
expensive it 1is. MIllions and billions of dollars are put
forward by conpanies to develop and construct a project before
it goes into production, and then the revenue streans that cone
after that. She respectfully requested that she be allowed to
answer this during her presentation tonorrow.

REPRESENTATI VE SEATON said he is putting out the questions early
so people can be prepared to discuss the different aspects of
the bill, royalties, taxes, and the differences between the US
and Canada.

2:16: 42 PM

REPRESENTATI VE HERRON noted that Steve Borell [former executive
director of the Alaska Mners Association] is trying to raise
nmoney for mning investnments. He inquired what M. Borell would
say now while trying to raise noney given the introduction of
this | egislation.

M5. CROCKETT answered that when M. Borell retired from the
Alaska Mners Association he opened a consulting business
focusing on marketing Alaska's mneral potential around the
wor | d. He spends a great deal of tinme talking to investors in
Asia and Australia, and pronoting Alaska's mineral potential to
bring in investnent. She put forward that M. Borell is having
an increasingly difficult time keeping Alaska in the focus of
investors and telling them why they should invest npbney in
Al aska In speaking for M. Borell she said he would be di smayed
by this proposal because the mning industry needs all of the
help it can get to attract investnent in Al aska.

2:18:10 PM

REPRESENTATI VE HERRON noted that prior to introducing HB 253,
the administration testified in this and other commttees that
it had had conversations wth the industry. He asked Ms.
Crockett to share with the commttee her conversations with the
adm nistration prior to introduction.
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M5. CROCKETT replied that she and M. Matthias work closely
together. Al of CAP' s nenbers are nenbers of AMA, so she has a
sort of ex officio seat on the CAP board because of that role.
Both she and the AMA board president were present at, and
participated in, the Novenber [2015] neeting with the Departnent

of Revenue (DOR). She described the discussion as very genera
in nature in that DOR offered what it was thinking and asked for
f eedback. She advised that she will provide the commttee with

a copy of AMA's letter also recomending that permanent fund
earnings be incorporated. She said it was rather evident at the
time that the Departnent of Revenue didn't have a great deal of
knowl edge on how the mnmning industry works, so AVA's letter
suggested that DOR coordinate nore with the Departnent of Nature
Resources (DNR) to understand how the mning industry works,
what the inpact of taxation changes would be, and so forth.
That was a recomendation AMA hoped DOR would take into
consi der ati on.

2:20: 06 PM

REPRESENTATI VE HERRON stated that taxes are part of the
investnment decision, and there is a criteria for risk and
reward. He asked Ms. Crockett to share a couple of points about
that criteria.

M5. CROCKETT responded that she will get back to the comittee
wi th some real exanples rather than hypothetical exanples.

REPRESENTATI VE HERRON referred to the 3.5-year exenption plus
t he $100, 000. Noting there has been discussion about changing
t hat nunber, he asked whet her $100,000 is a good nunber.

M5. CROCKETT answered that she hopes DOR would do that analysis
because DOR has the proprietary information and it wouldn't be
fair for her to ask the placer mning nmenbers how much noney
t hey make. She said DOR should be able to provide very specific
informati on about what different thresholds would inmpact what
kind of placer mning operation. As one of the representatives
of the placer mning industry in Alaska, she said she
appreci ates the question as it is inmportant to know exactly what
t hreshol ds affect what size of operations because these are very
real I ndi vi dual exanples that wil | make a significant
di fference.

REPRESENTATI VE HERRON stated that a colleague had posed the

guestion of increasing it and he was curious as to whether the
AMA had put any thought into it.

HOUSE RES COW TTEE - 29- February 23, 2016



2:22:38 PM

REPRESENTATI VE HAWKER cited the history in the MDowell G oup
report that in 1940, wth federally fixed gold prices and
federal restrictions on the ownership and physical possession of
gold, nearly 750,000 ounces of gold were produced in Al aska
under those circunstances. However, by 2013, mning production
was approximately 82,000 ounces. He argued that this is not a
robust industry and there is a contribution to be paid, a tithe
to be extracted from everyone, and to keep in mnd where this
industry is even in its historic devel opnent.

2:23: 47 PM

REPRESENTATI VE  SEATON stated that in keeping things in
perspective, there has been testinony that a $50 license fee
will be devastating to miners, yet there is a proposal to take
possibly $1,000 from the permanent fund dividends as the
preferred course. Presum ng those mners are Al aska residents
the legislature would be taking 20 tines the anpbunt of a $50
license fee. He requested that conmittee nenbers review
everything in context because sonetines it's difficult.

2:24:. 42 PM

CO- CHAIR TALERI CO wunderstood what Representative Seaton 1is
saying, but said that he doubts the committee will inpose a $50
mning |license fee on every Al askan resident so it is "oranges
and apples.” Regarding the 2 percent tax increase, he explained

that the 7 percent fee that is charged is 100 percent of the
taxes. Therefore, noving from 7 percent to 9 percent really is
a 28.5 to 29 percent increase; this has been one of the main
guestions that he has been asked to answer by quite a few
peopl e.

2:25:44 PM

REPRESENTATI VE OLSON recalled that early in this process the
committee was told that the report by the Institute of Social
and Econom ¢ Research (ISER) would include the inpact by each of
the tax breakouts. However, this report has been scal ed back
and so far the conmttee has only received an executive sunmary
of the report, not the conplete version. He asked whether the
commttee could receive the full report from |ISER or DOR before
making a decision on the bill in order to provide adequate tine
to analyze the questions regarding the mner industry. He
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further requested that any previous drafts of the report be
provided to the comrittee to help nenbers cobble together the
i npact of the other taxes.

COCHAIR TALERICO agreed to try getting as nuch of that
i nformati on as possi bl e.

[ HB 253 was hel d over. ]
2:27:20 PM
ADJ OURNMENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 2:27 p.m

HOUSE RES COW TTEE - 31- February 23, 2016



