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COMMITTEE CALENDAR 
 
HOUSE BILL NO. 247 
"An Act relating to confidential information status and public 
record status of information in the possession of the Department 
of Revenue; relating to interest applicable to delinquent tax; 
relating to disclosure of oil and gas production tax credit 
information; relating to refunds for the gas storage facility 
tax credit, the liquefied natural gas storage facility tax 
credit, and the qualified in-state oil refinery infrastructure 
expenditures tax credit; relating to the minimum tax for certain 
oil and gas production; relating to the minimum tax calculation 
for monthly installment payments of estimated tax; relating to 
interest on monthly installment payments of estimated tax; 
relating to limitations for the application of tax credits; 
relating to oil and gas production tax credits for certain 
losses and expenditures; relating to limitations for 
nontransferable oil and gas production tax credits based on oil 
production and the alternative tax credit for oil and gas 
exploration; relating to purchase of tax credit certificates 
from the oil and gas tax credit fund; relating to a minimum for 
gross value at the point of production; relating to lease 
expenditures and tax credits for municipal entities; adding a 
definition for "qualified capital expenditure"; adding a 
definition for "outstanding liability to the state"; repealing 
oil and gas exploration incentive credits; repealing the 
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limitation on the application of credits against tax liability 
for lease expenditures incurred before January 1, 2011; 
repealing provisions related to the monthly installment payments 
for estimated tax for oil and gas produced before January 1, 
2014; repealing the oil and gas production tax credit for 
qualified capital expenditures and certain well expenditures; 
repealing the calculation for certain lease expenditures 
applicable before January 1, 2011; making conforming amendments; 
and providing for an effective date."  
 
 - HEARD & HELD 
 
HOUSE BILL NO. 286 
"An Act relating to sport fishing, hunting, or trapping 
licenses, tags, or permits; relating to penalties for certain 
sport fishing, hunting, and trapping license violations; 
relating to restrictions on the issuance of sport fishing, 
hunting, and trapping licenses; creating violations and amending 
fines and restitution for certain fish and game offenses; 
relating to commercial fishing violations; allowing lost federal 
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providing for an effective date."  
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03/02/16 (H) MINUTE(RES) 
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03/11/16 (H) -- MEETING CANCELED -- 
03/14/16 (H) RES AT 1:00 PM BARNES 124 
03/14/16 (H) Heard & Held 
03/14/16 (H) MINUTE(RES) 
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03/19/16 (H) Heard & Held 
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BILL: HB 286 
SHORT TITLE: FISH & GAME: OFFENSES;LICENSES;PENALTIES 
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR 
 
01/29/16 (H) READ THE FIRST TIME - REFERRALS 
01/29/16 (H) RES, JUD 
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WITNESS REGISTER 
 
KEN ALPER, Director 
Tax Division 
Department of Revenue (DOR) 
Juneau, Alaska 
POSITION STATEMENT:  On behalf of the governor, provided a 
PowerPoint presentation entitled, "Oil and Gas Tax Credit 
Reform, Initial Reaction to CS HB 247(RES)\P." 
 
RANDALL HOFFBECK, Commissioner 
Department of Revenue (DOR) 
Juneau, Alaska 
POSITION STATEMENT:  On behalf of the governor, answered 
questions regarding the original version of HB 247 and the 
committee's proposed substitute, Version P. 
 
KEVIN BROOKS, Deputy Commissioner 
Office of the Commissioner 
Alaska Department of Fish & Game (ADF&G) 
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POSITION STATEMENT:  Introduced HB 286 on behalf of the 
governor. 
 
MAJOR BERNARD CHASTAIN, Deputy Director 
Division of Alaska Wildlife Troopers 
Department of Public Safety (DPS) 
Anchorage, Alaska 
POSITION STATEMENT:  On behalf of the governor, provided a 
sectional analysis of HB 286. 
 
AARON PETERSON, Assistant Attorney General Fish and Game 
Office of Special Prosecutions 
Criminal Division 
Department of Law (DOL) Anchorage, Alaska 
POSITION STATEMENT:  On behalf of the governor, answered 
questions related to HB 286. 
 
 
ACTION NARRATIVE 
 
1:05:12 PM 
 
CO-CHAIR BENJAMIN NAGEAK called the House Resources Standing 
Committee meeting to order at 1:05 p.m.  Representatives Tarr, 
Seaton, Chenault (Alternate), Johnson, Herron, Josephson, 
Talerico, and Nageak were present at the call to order.  
Representative Olson arrived as the meeting was in progress. 
 

HB 247-TAX;CREDITS;INTEREST;REFUNDS;O & G 
 
1:05:58 PM 
 
CO-CHAIR NAGEAK announced that the first order of business is 
HOUSE BILL NO. 247, "An Act relating to confidential information 
status and public record status of information in the possession 
of the Department of Revenue; relating to interest applicable to 
delinquent tax; relating to disclosure of oil and gas production 
tax credit information; relating to refunds for the gas storage 
facility tax credit, the liquefied natural gas storage facility 
tax credit, and the qualified in-state oil refinery 
infrastructure expenditures tax credit; relating to the minimum 
tax for certain oil and gas production; relating to the minimum 
tax calculation for monthly installment payments of estimated 
tax; relating to interest on monthly installment payments of 
estimated tax; relating to limitations for the application of 
tax credits; relating to oil and gas production tax credits for 
certain losses and expenditures; relating to limitations for 
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nontransferable oil and gas production tax credits based on oil 
production and the alternative tax credit for oil and gas 
exploration; relating to purchase of tax credit certificates 
from the oil and gas tax credit fund; relating to a minimum for 
gross value at the point of production; relating to lease 
expenditures and tax credits for municipal entities; adding a 
definition for "qualified capital expenditure"; adding a 
definition for "outstanding liability to the state"; repealing 
oil and gas exploration incentive credits; repealing the 
limitation on the application of credits against tax liability 
for lease expenditures incurred before January 1, 2011; 
repealing provisions related to the monthly installment payments 
for estimated tax for oil and gas produced before January 1, 
2014; repealing the oil and gas production tax credit for 
qualified capital expenditures and certain well expenditures; 
repealing the calculation for certain lease expenditures 
applicable before January 1, 2011; making conforming amendments; 
and providing for an effective date." 
 
[Before the committee was the proposed committee substitute (CS) 
for HB 247, Version 29-GH2609\P, Shutts, 3/18/16, adopted as the 
working document on 3/19/16.] 
 
 
1:06:29 PM 
 
CO-CHAIR NAGEAK stated that the Department of Revenue will 
provide the committee with a presentation on Version P. 
 
KEN ALPER, Director, Tax Division, Department of Revenue (DOR), 
on behalf of the governor, provided a PowerPoint presentation 
entitled, "Oil and Gas Tax Credit Reform, Initial Reaction to CS 
HB 247(RES)\P."  He began by thanking the committee for the 
opportunity to respond to Version P, the proposed committee 
substitute for HB 247.  He explained that slides 2-3, "History 
of Oil and Gas Production Tax Credits," lay the groundwork on 
[the reason for HB 247].  The state's program of refunding tax 
credits began to grow in roughly 2010, he said, although the 
state has refunded tax credits since fiscal year (FY) 2007.  
Drawing attention to the chart labeled, "Refunded Tax Credits by 
Region," he pointed out that the trend over the last two or 
three years has been from being a very North Slope centered 
expenditure to a very non-North Slope, predominantly Cook Inlet, 
centered expenditure.  For 2015, the last complete year, the 
expenditure on refunded tax credits was $628 million, of which a 
little over $400 million was for outside the North Slope. 
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MR. ALPER moved to slide 3, recounting that last year the 
governor line-item vetoed the tax credit appropriation language 
limiting the spend for the current year to $500 million.  Of 
that $500 million, about $473 million has actually been spent.  
Of that $473 million, [58] percent was non-North Slope, so the 
trend is continuing from last year - about $200 million was from 
North Slope and $273 million was from Cook Inlet and the 
Interior.  The payout in credits was predominantly on credits 
that were earned based on activity that took place in calendar 
year 2014.  The department is anticipating $700 million in total 
demand, but those will generally not be issued until this summer 
and will be paid in the next fiscal year.  The gap of $200 
million between the $500 million authorized and the $700 million 
expected is built into DOR's forecast number for FY 2017. 
 
1:09:10 PM 
 
MR. ALPER displayed slide 4, "Major Bill Themes," and noted that 
the governor's bill as originally brought before the committee 
had several larger themes of what the administration was trying 
to do and why.  One theme was to reduce the state's annual cash 
outlay, something that is very important in a cash-constrained 
environment.  Another theme was to protect the net operating 
loss [credits] because those level the playing field by 
providing a benefit to the entities trying to establish 
themselves in the oil patch as opposed to the incumbent 
producers.  Another theme was to put limits on repurchasing so 
that single companies do not get very large amounts.  The other 
themes were to:  strengthen the minimum tax so that the state's 
minimum revenue in these low price environments would be 
protected in some way; seek more open and transparent activity 
so names and numbers could be talked about better; and honor and 
pay the credits earned to date through any transition period. 
 
MR. ALPER showed slide 5, "Major Bill Concepts in Governor's 
Proposal," and stated he will discuss the six major concepts in 
the governor's original proposal, how those concepts evolved, 
and how they have been amended in Version P.  Those concepts 
are:  the exploration credits; the Cook Inlet drilling credits; 
the repurchase limits; the removal of exceptions/loopholes; the 
strengthening of the minimum tax; and other smaller provisions. 
 
1:10:27 PM 
 
MR. ALPER presented slide 6, "Summary of Major Bill Provisions, 
Exploration Credits," and examined the exploration credits.  For 
the most part, Version P keeps intact what the administration 
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was looking to do.  For the North Slope and Cook Inlet, the 
alternative credit for exploration under AS 43.55.025(a) expires 
on July 1, 2016; for Middle Earth this credit expires in 2022.  
The original bill allowed these to expire, as does Version P.  
The "super credits," the jack-up rig credit in Cook Inlet and 
the frontier basin credit in the Interior expire this July.  
These credits are allowed to expire under both the original bill 
and Version P.  A provision in the original bill preemptively 
repealed several unused, dormant, exploration credit programs 
[in AS 38.05.180(i) and AS 41.09] in order to clear the decks of 
those and to clarify that it is not the intention to have stand-
alone exploration credit programs on the books.  This provision 
was retained in Version P. 
 
MR. ALPER continued examining exploration credits on slide 6, 
explaining that the original bill included a specific Department 
of Natural Resources (DNR) data sharing requirement [from AS 
43.55.023(b)].  The department worked with the committee to try 
to revise that and make it work, but in the end the committee 
chose to not keep this provision in Version P, primarily because 
there is a data sharing requirement under AS 43.55.023(a)(2), 
the capital credit for exploration that does provide the data to 
DNR.  Since that credit is going to remain on the books another 
data sharing provision does not need to be explicitly added in 
the bill's language.  Responding to Representative Josephson, he 
clarified that Version P maintains the 20 percent [qualified 
capital expenditure] credit; AS 43.55.023(a)(2) allows that 
credit to be paid for exploration expenses and that spending 
includes a link to the language in the exploration credit that 
says seismic and other data must be shared with DNR, data which 
DNR can eventually release to the public. 
 
1:12:37 PM 
 
MR. ALPER brought attention to slide 7, "Summary of Major Bill 
Provisions, Cook Inlet Drilling Credits," and said that the more 
material change in Version P was made to the Cook Inlet drilling 
credit section of the bill.  The governor's original proposal 
looked to repeal completely the 20 percent [qualified capital 
expenditure (QCE)] credit [AS 43.55.023(a)] and the 40 percent 
[well lease expenditure (WLE)] credit [AS 43.55.023(l)] 
effective July 1, 2016.  The decision in Version P was to phase 
out the WLE [credit] over 2017 and 2018 and to keep the QCE 
credit in place until 2022.  He said 2022 is a forward looking 
year tied to the plan for a broader Cook Inlet tax reform bill.  
The governor's original bill looked to maintain the 25 percent 
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[net operating loss (NOL)] credit, while Version P reduces it 
from 25 percent to 10 percent [beginning in 2017].   
 
MR. ALPER continued on slide 7 and outlined the impact of the 
changes in the aggregate of Version P.  The governor's bill, he 
said, was looking to reduce the total support for spending in 
Cook Inlet to 25 percent beginning in FY 2017.  Version P 
reduces that total support to 30 percent beginning midway 
through FY 2018, a delay of 18 months in the full implementation 
versus what the governor's bill proposed.  By preserving the 20 
percent capital credit and reducing the loss credit, Version P 
changes somewhat the actual companies that will be receiving the 
credit support, specifically the companies outside the North 
Slope that are producing oil and gas and that if profitable are 
held harmless under the Cook Inlet tax caps that go back to the 
production profits tax (PPT) bill of 2006.  Under Version P, 
those companies that may be profitable and not paying 
substantial taxes would be able to receive the 20 percent 
capital credit, whereas in the governor's original bill those 
companies would not get any credit support.  Version P also adds 
language setting up a legislative working group to get to 
planning towards the broader Cook Inlet tax reform that needs to 
be on the books by 2022. 
 
1:14:50 PM 
 
MR. ALPER addressed slide 8, "Summary of Major Bill Provisions, 
Repurchase Limits."  He noted that these are statewide changes, 
although predominantly understood North Slope projects.  The 
governor's original bill proposed a per company per year cap of 
$25 million, meaning if a company earned credits in excess of 
that number those would have to be carried forward into the next 
year or held onto until that company had a tax liability.  
Version P has a $200 million per company per year cap.  The 
governor's original bill also looked at three other provisions:  
to exempt any payment at all for very large companies with an 
excess of $10 billion of annual revenue; to provide an Alaska 
resident hire provision; and to provide a 10-year sunset on 
carried-forward credits where those credits could be lost 
outright.  Version P eliminated those three provisions.   
 
MR. ALPER said the impact of the $200 million per company per 
year cap is to protect the state in the event of a very large 
outlier project, such as proposed by Mr. Armstrong [of Armstrong 
Oil & Gas Inc., owner of the Pikka Unit].  For example, DOR's 
modeling of a comparable project shows that the state's credit 
liability in advance of getting substantial revenue could reach 
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as much as $800 million per year.  He clarified that Version P, 
as currently written, does not consider the possibility that if 
Mr. Armstrong were to proceed with this project and bring in 
three partners, each of the four partners could receive that 
$200 million cap and the state would potentially have an $800 
million liability. 
 
1:16:27 PM 
 
REPRESENTATIVE JOSEPHSON posed a hypothetical scenario in which 
Armstrong Oil & Gas Inc. has two partners and asked whether the 
state's liability would become $2.4 billion or would remain $800 
million. 
 
MR. ALPER replied that the modeling done by Tax Division staff 
looked at the economics of the overall project life cycle.  A 
large project like that had about $9 billion in capital 
expenditure associated with it, so the lifetime total amount of 
credits was about $3 billion over several years.  The peak year 
of credits, regardless of the number of partners, was $800 
million.  The $200 million cap if it were a single company would 
change that project somewhat.  If the project owner came in with 
multiple partners it would be less of a change, meaning that 
three partners or four partners could earn $600 or $800 million 
collectively and only the difference between that number and 
$800 million would be carried forward into the next year. 
 
1:17:29 PM 
 
REPRESENTATIVE SEATON asked what the state's exposure would be 
in a scenario of 750 million barrels of shale oil with multiple 
players within a unitized area. 
 
MR. ALPER responded that the North Slope taxpayers pay tax as a 
company based on the company's total North Slope operation.  The 
state does not have any sort of ring fencing from unit to unit.  
Regardless of how many partners there were, each could earn up 
to the $200 million cap.  The governor's original bill was 
structured the same way as Version P, only the limit in the 
original bill was $25 million instead of $200 million.  With a 
35 percent net operating loss credit, which is the primary North 
Slope credit, a company would need to have $471 million a year 
in operating loss at 35 percent to earn the full $200 million.  
So, multiple partners in a shale development earning at that 
level would be a very large project. 
 
1:19:09 PM 
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MR. ALPER resumed his presentation, turning to slide 9, "Summary 
of Major Bill Provisions, Repurchase Limits (cont'd), Historic 
Notes on large annual credits."  He explained that a look was 
taken at DOR's historic record from 2007 through the current 
fiscal year to get a sense for how many of these large payments 
there have been over time.  There has been only one instance of 
a company in a single year earning more than $200 million a year 
in tax credits.  There have been five instances where one 
company received between $100 and $200 million in a year.  And, 
there have been eleven times where a company has received 
between $50 and $100 million [in one year].  Those sixteen 
transactions are the difference between what the governor's 
original bill was suggesting.  There is an even larger number 
between $25 and $50 million, he added, but there was not enough 
time to do that much research. 
 
1:19:59 PM 
 
REPRESENTATIVE HERRON, in regard to repurchase limits, posed a 
scenario of four partners.  He asked whether all partners would 
automatically get the credits or whether a process must be 
followed such that some partners would get more than others. 
 
MR. ALPER replied that the answer depends on who the partners 
are and the ratio of their expenditures.  Four equal partners, 
each spending $571 million per year, could each max out at the 
[$200 million] level.  It is an operating loss credit and to 
qualify all those expenditures would have to qualify; certain 
types of activities do not qualify for credit.  If some of those 
credits had a smaller participation, a company's credit would be 
capped at 35 percent of its actual spend.  If a partner in 
question was a major producer that is ineligible to get cash 
because of the existing limit in statute where a company with 
more than 50,000 barrels a day in production cannot get cash 
credits, that producer would have to use its credits to offset 
its tax liability.  If the producer had a tax liability, the 
producer could wipe it down to zero.  But, if the producer does 
not have a tax liability, the producer would have to roll it 
forward into the next fiscal year. 
 
REPRESENTATIVE HERRON, regarding the historic instances, asked 
whether Mr. Alper has a ballpark figure of how many companies 
have received $49 million and below. 
 
MR. ALPER answered that that would be hard to do.  Including the 
current fiscal year, he said, a touch less than $3.5 billion in 
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checks for credits have been written.  "Looking at the numbers 
before us," he continued, "this represents about a billion and a 
half dollars, I'm guessing; so, another $2 billion in smaller 
credits in smaller numbers." 
 
REPRESENTATIVE HERRON inquired whether that is spread over 20, 
30, 40, or 50 companies. 
 
MR. ALPER replied it is probably a much larger number.  There 
are some very small numbers, there are some very small junior 
partners in large fields who happen to own a little acreage who 
are getting a tiny share of it.  There is a very large number of 
transactions in a year.  There is a concentration in a few big 
ones, but there is a lot of line items. 
 
1:22:20 PM 
 
REPRESENTATIVE JOSEPHSON addressed the previously mentioned 
hypothetical project of 750 million barrels, a large Pikka-sized 
project, with $800 million theoretically if there was or was not 
a number of partners.  He asked whether the $500-$600 [million] 
in repurchasables would be in addition to the $800 million, such 
that the state's exposure with what Mr. Armstrong contemplates 
would be $1.4 billion at least in FY 2017. 
 
MR. ALPER responded that DOR currently has no such projects in 
its forecast.  If, say, DOR is forecasting $600 million in a 
given year and then a company comes in and says it is going to 
spend $2 billion next year, then, yes, DOR would have to adjust 
the forecast by 35 percent of that in addition to what it is 
already forecasting. 
 
1:23:23 PM 
 
MR. ALPER returned to his presentation, noting that the historic 
instances outlined on slide 9 are for both the North Slope and 
Cook Inlet, although the larger numbers are concentrated in the 
larger North Slope projects that have occurred. 
 
MR. ALPER moved to slide 10, "Remove Exceptions/Loopholes," and 
thanked the co-chairs as well as committee staff for working 
with DOR and allowing DOR to make its case on this.  For the 
most part, he said, these issues were left intact in the 
committee substitute.  Under Version P, a company cannot use the 
gross value reduction (GVR), the new oil tax reduction, to 
increase the size of a net operating loss credit.  As was shown 
by the legislature's consultant, Mr. Mayer of enalytica, this 
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could lead to instances of companies getting very large credits, 
in some cases greater than 100 percent of their loss.  The other 
provision kept in Version P is the municipal utility exception 
where if a municipal utility is selling a portion of its gas to 
a third party, the utility only gets to deduct a pro-rata share 
of its lease expenditures against that sale for the purpose of 
calculating any credits. 
 
MR. ALPER displayed slide 11, "Strengthen Minimum Tax," and 
pointed out that several subsections in the original bill looked 
to strengthen or increase the size of the minimum tax floor.  
Provisions that would have impacted the legacy/major producers, 
included:  the idea that a [net operating loss] credit in an 
extended low price scenario cannot be used to reduce payments 
below the [4 percent] floor; the idea that at true-up companies 
cannot use per-taxable-barrel credits earned in one month 
against taxes accrued in another month; and the idea of 
increasing the minimum tax from 4 percent to 5 percent.  
Provisions that would have impacted new oil producers included:  
extending the minimum tax to GVR-eligible new oil, which 
currently can go as low as zero; disallowing the small producer 
credit from reducing tax payments below the floor; and 
increasing the minimum tax from 4 percent to 5 percent.  
However, he said, all of the aforementioned provisions impacting 
the minimum tax are removed in Version P. 
 
1:26:09 PM 
 
MR. ALPER reviewed slide 12, "Summary of Major Bill Provisions, 
Other Provisions."  Regarding interest rates, he thanked the 
committee for keeping in Version P the provision for compound 
interest.  He said DOR strongly believes that the simple 
interest resulting from a late amendment to Senate Bill 21 
[passed in 2013, Twenty-Eighth Alaska State Legislature] was an 
inadvertent change.  The department thinks compound interest is 
a more appropriate way to treat this.  However, he continued, 
Version P maintains the current statutory interest rate of 3 
percent above the federal discount rate, currently that is 4 
percent interest.  The original bill proposed 7 percent over the 
federal rate.  Prior to the reforms of Senate Bill 21, the rate 
was 11 percent above the federal rate.  In regard to 
confidentiality and transparency, he noted that the original 
version of HB 247 proposed making public the names of those 
companies receiving credits and how much each company received, 
but that section is removed in Version P.  Another provision in 
the original bill was that transportation costs cannot reduce 
gross value at the point of production below zero, and this 
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section is removed in Version P.  However, Version P does 
preserve the authority to use a tax credit certificate to pay 
off another obligation to the state.  Currently if a company 
owes taxes, DOR can withhold credit certificates to help pay 
those taxes, but DOR was looking to expand that to other 
liabilities such as royalty obligations that might be unpaid.  
While Version P substantially rewrites and restructures this 
provision, the net effect is roughly the same - DOR will have 
the authority to make sure that state agencies are kept whole. 
 
1:27:42 PM 
 
REPRESENTATIVE TARR observed that in Version P, Section 7 is 
about the natural gas storage facility credit, Section 8 is 
about liquefied natural gas storage facility credit, and Section 
9 is the in-state oil refinery infrastructure expenditure 
credit.  Noting these were not included in the original version 
of HB 247, she requested Mr. Alper to discuss these provisions 
and how they apply to the outstanding liability of the state. 
 
MR. ALPER answered that Sections 7, 8, and 9 of Version P are 
purely conforming changes; similar references were made to these 
credits in Sections 9, 10, and 11 of the governor's original 
bill.  These three credits are earned inside the corporate 
income tax statutes, AS 43.20, but are unique in that among the 
corporate income tax statutes they are cashable, they can be 
repurchased using money in the tax credit fund, AS 43.55.028.  
Restrictive language needed to be added in those three sections 
to say the state does not want to pay those if a company owes 
other obligations to the state.  Although it has been rewritten 
dramatically by the legislative drafters, the net effect is the 
same.  What is seen is new language that says "Subject to the 
requirements in AS 43.55.028(e)."  He offered his belief that 
the committee will see an amendment eventually that changes that 
to (j).  Version P, Section 17, subsection .028(j) is new 
language that talks about the mechanism by which the state can 
ensure that it does not pay out tax credits in cash if a company 
owes another obligation to the state. 
 
1:29:45 PM 
 
REPRESENTATIVE JOSEPHSON drew attention to the last statement on 
slide 12 regarding the other provisions of Version P, "Preserves 
authority to use Credit certificates to satisfy obligations to 
the state before repurchase."  He recalled Mr. Alper's inference 
that this could be lived with.  He said the basic distinction he 
sees is that under the governor's original bill the state would 
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make no payment whatsoever until other obligations were 
satisfied, but under Version P only the difference would be 
paid, not the full amount.  Although he could see industry 
saying that [the original version] was too coercive, he said he 
views [Version P] as a serious distinction. 
 
MR. ALPER clarified that it was never the administration's 
intent to hold back the whole credit.  The discussion among 
committee staff and himself was that the way the administration 
wrote it might be interpretable that way, but that was not the 
administration's intent.  The desire is only to pay off any 
obligation that is actually owed to the state agency and still 
pay the company the remainder of the credit.  Much of what is 
seen in Version P clarifies what the administration's original 
intent was.  Version P adds another restriction in Section 17 
which requires a company to authorize DOR to pay the obligation 
on the company's behalf, with the alternative, he supposed, 
being that DOR is effectively an escrow account by holding the 
money on behalf of both the company and the state agency to 
which the company owed money, but DOR would be unable to pay the 
state agency without the company giving DOR affirmative 
permission to do so. 
 
1:31:37 PM 
 
MR. ALPER continued his presentation, noting that slides 13-18 
provide example scenarios of how the changes in Version P would 
impact different types of producers and developers in different 
parts of the state.  He explained that these example scenarios 
are updates to similar slides that he provided in his original 
presentation in February.  Regarding slide 13, "Bill CS Impact:  
Example Scenarios, North Slope Major Producer," he stated that 
for the North Slope major producer there is no change at any 
price as to how such producers would be impacted by the changes 
in Version P versus current statute. 
 
MR. ALPER showed slide 14, "Bill CS Impact:  Example Scenarios, 
North Slope New or Smaller Producer," and explained that at 
higher oil prices there would be no change for new or smaller 
producers.  However, for a new producer with an operating loss, 
either because prices are very low or because the new producer 
is still building out its field and operating at a loss even 
though it is producing and selling oil, the provision where the 
size of the NOL credit cannot be increased through the gross 
value reduction will have a material impact on those new and 
smaller producers. 
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REPRESENTATIVE JOSEPHSON inquired whether he is correct in 
recalling that the governor's original bill projected that this 
feature might save the state $12 or $13 million. 
 
MR. ALPER replied that that may have been what he said a month 
ago and sounds about right.  However, based upon more recent 
information that number is a bit larger, because with the prices 
as low as they are more companies are going to be impacted. 
 
1:33:17 PM 
 
MR. ALPER resumed his presentation and brought attention to 
slide 15, "Bill CS Impact:  Example Scenarios, North Slope New 
Project Developer."  In this scenario, he said, the project 
developer would not have any change, with the exception of the 
very large project limited by the $200 million per company per 
year cap.  That $200 million a year reflects 35 percent of about 
$570 million [a year] in capital spending for a single company 
to reach the $200 million limit.  So, short of that threshold 
there is no change in Version P from current law, but above that 
threshold an outlier project like the Armstrong project would 
start bumping up against the $200 million cap. 
 
MR. ALPER looked to slide 16, "Bill CS impact:  Example 
Scenarios, Cook Inlet Existing Producer," noting that Cook 
Inlet's current statutory tax caps sunset in 2022 and Version P 
maintains this.  Under current law the state's credit support is 
45-65 percent through the [qualified capital expenditure] and 
[well lease expenditure] credits, and existing producers are not 
eligible for the [net operating loss] credit.  Version P would 
reduce the state's support to 20-30 percent in 2017, and then to 
20 percent beginning in 2018 and through the sunset of the 
credits.  The [qualified capital expenditure] credit is repealed 
in 2022 and Version P has lots of language that conforms to some 
statutory changes being made six years from now in anticipation 
of another change, a new tax regime that the legislature will 
develop sometime between now and then.  Version P includes a new 
section that requires a [legislative] working group, a process 
with a report to the legislature sometime in the first session 
of the Thirtieth Alaska State Legislature in the early part of 
2017.  The report will have recommendations on different tax 
regimes for Cook Inlet as well as for the other non-North Slope 
areas of the state.  In 2022, without any change, Cook Inlet 
will revert to a very high tax of 35 percent net profits tax 
with only a 10 percent net operating loss credit and no per-
barrel or capital credits.  This underlying tax system in Cook 
Inlet is quite high, he advised, and therefore probably unstable 
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and that is why there is a need to find some way to replace it.  
The key thing and major change in Cook Inlet is that Version P 
continues support for capital spending at the 20 percent level 
while the governor's original bill would have replaced that 
number with zero. 
 
1:35:53 PM 
 
MR. ALPER addressed slide 17, "Bill CS Impact:  Example 
Scenarios, Cook Inlet New Field Developer," explaining that this 
developer would be building something but would not currently 
have sales.  In 2017 that company would receive about 35 percent 
credit support, whereas presently that company receives 50-55 
percent.  Currently there is the blend of the 20 and 40 percent 
plus the 25 percent net operating loss.  Version P reduces that 
to a blend of 20 and 30 percent plus the 10 percent net 
operating loss, for an aggregate of about 35 percent.  That 
would only be for one year.  Beginning in 2018, the reduction of 
the [well lease expenditure] credit to 20 percent, or 
alternatively its repeal, is an immaterial dollar value 
difference.  The reduction of the [net operating loss] credit 
will result in a 30 percent credit support, the state will be 
paying for 30 percent of the cost of an ongoing development in 
Cook Inlet between the 20 percent [qualified capital 
expenditure] credit and the 10 percent [net operating loss] 
credit.  Very large projects would theoretically be limited by 
the $200 million per company per year cap.  However, with a 10 
percent [net operating loss] credit it would be very, very hard 
to reach these kind of numbers, it would take extremely large 
investments by a single company to approach the $200 million per 
company per year cap in Cook Inlet. 
 
MR. ALPER drew attention to slide 18, "Bill CS Impact:  Example 
Scenarios, Interior / Frontier Area Explorer."  The Frontier 
Area super credits will sunset July 2016, he said, while the 
exploration credits are extended through 2022.  Extending the 
exploration credits means that qualified expenditures will 
continue to be paid at 50 percent, roughly 40 percent through 
the exploration and 10 percent through the operating loss.  
Addressing the first bullet, he explained that once out of the 
exploration phase and into the development phase, a company's 20 
percent capital credit and 10 percent [net operating loss] 
credit would result in about a 30 percent credit support, lining 
up with the Cook Inlet numbers beginning in 2018. 
 
1:37:59 PM 
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MR. ALPER explained that slide 19, "To-date Cost of Sunsetting 
Credits," provides an aggregate sense of the dollar values of 
the credits that are intended to be sunset, that without any 
legislative action are going to be disappearing over the next 
several years.  Regarding the various exploration credits since 
2007 until sunset, the state has refunded/paid out about $270 
million in credits on the North Slope, and companies have used 
about $190 million to offset their tax liability.  Off the North 
Slope in Cook Inlet and the Interior, the state has refunded 
about $160 million and nothing has been used against liability 
because typically the Cook Inlet explorers are not taxpayers and 
even if they were there is very limited tax liability against 
which to offset their taxes, their credits.  Regarding the small 
producer credit, he explained that a single company can earn up 
to $12 million per year of this credit, and there are multiple 
companies that are able to claim it.  Currently about $50 
million a year is used on the North Slope and over the lifetime 
of the credit through 2016, there will be smaller numbers in the 
years as the credit trickles out.  The state has given out $340 
million in credits against liability on the North Slope and off 
the North Slope the state has given out about $60 million.  He 
pointed out that small producer credits cannot be refunded, they 
can only be used to offset a tax liability.  In sum total for 
these sunsetting credits, the state has either paid or foregone 
revenue of slightly over $1 billion between their start and now. 
 
1:39:40 PM 
 
MR. ALPER reviewed slide 20, "Revenue Impact, Changes in CS, 
Preliminary Analysis of Bill Changes ($millions), (based on Fall 
2015 Forecast)."  He said the chart on this slide tries to 
summarize the fiscal impact of Version P.  He advised that a 
fiscal note is forthcoming that takes this information and 
extends it into the future.  Also forthcoming will be a more 
detailed fiscal note that DOR is working on to break out many of 
the subcomponents of the bill.  He explained that this chart is 
based on the fall 2015 forecast.  The [2016] spring forecast was 
released in preliminary form this morning, he continued, but DOR 
has not yet internalized those numbers into this chart.  Under 
Version P the expected reduction in state spending is $400 
million in FY 2017, $325 million in FY 2018, and $200 million in 
FY 2019.  In FY 2019 the drop-off is tied primarily to unknowns, 
not knowing what kind of money companies are going to be 
spending and therefore DOR cannot project credits.  Under 
Version P the expected increase in revenue is $50-$100 million 
per year.  "By eliminating the floor minimum tax changes," he 
said, "those numbers are reduced to zero ..." 
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REPRESENTATIVE OLSON, regarding the forthcoming fiscal notes, 
pointed out that the committee's next meeting is tonight.  He 
presumed Mr. Alper is not meaning tonight. 
 
MR. ALPER responded that he redrafted both of the fiscal notes, 
they are completed and in the review process, and need to go to 
through the governor's office.  The Department of Revenue issued 
two fiscal notes, one tied to the bill itself and the increases 
in revenue in the detailed description of the bill, and the 
other tied to the fund cap, to the money that is going into the 
tax credit fund and the reduction in annual money coming out of 
it.  He said the hope is that the committee will have the fiscal 
notes today or tomorrow morning. 
 
1:41:32 PM 
 
MR. ALPER, at Representative Seaton's request, repeated his 
review of slide 20.  The governor's original bill envisioned 
three sets of changes, he said.  On the revenue side was the 
minimum tax changes - the hardening [of the floor] and the 
increase from 4 percent to 5 percent.  The original bill foresaw 
$100 million in the near-term years and $50 million in the outer 
years.  [In Version P] those numbers are reduced to zero because 
the minimum tax is left intact.  On the side of reductions in 
spending there is the North Slope category and the non-North 
Slope category.  There are two distinctions in the credits.  The 
first is the credits that are eliminated or reduced; the law is 
actually changed to say that a certain credit is not going to 
exist anymore, or the number is being changed, or a loophole is 
being closed and people are not going to get that money anymore.  
The second is the credits that are deferred; the companies are 
going to continue to earn the credits, generally speaking the 
certificate credits, but because of the caps that would be 
added, most importantly the $25 million cap, the companies are 
not going to get all of that money and must instead roll it 
forward into a future year.  By putting in the $200 million cap, 
the so-called deferred category is zeroed out, there are not 
going to be any credits deferred in our forecast the way DOR has 
it structured.  Should something large happen, in other words 
should something like the Pikka project be sanctioned and large 
amounts of money start to be spent, DOR would modify the 
forecast and then there would be a fiscal impact to the changes 
in Version P based on the $200 million cap.  Because of the 
numbers that DOR has in its forecast, the changes in Version P 
eliminate the savings from deferred credits, which then brings 
things to the credits eliminated or reduced.  For the North 
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Slope the main difference is the GVR/NOL thing, which is left 
intact; in FY 2017 and FY 2018 the number is essentially the 
same, that number is reduced at the number DOR forecast it.  
Because of the delay in the effective date, FY 2017 ends up 
being half of a year.  For the Cook Inlet the changes are 
related to the change in the credits:  the well lease 
expenditure credit is eliminated over an 18-month period rather 
than immediately, the [qualified capital expenditure] credit is 
maintained, and the [net operating loss] credit is reduced.  The 
effect of those changes is going to have a smaller fiscal impact 
for three reasons:  because the numbers are smaller; because the 
numbers are delayed; and because support is maintained for 
producers who would not otherwise be getting any credit support 
under the structure of the governor's bill.  The best 
preliminary estimates, which will evolve over time, are that the 
fiscal impact of Version P will be a reduction in the state's 
credit outlay of roughly $50 million or $60 million per year. 
 
1:45:15 PM 
 
REPRESENTATIVE JOSEPHSON understood that Version P would largely 
keep the state where it is currently, although this would be 
less so in Cook Inlet in the out years.  He asked what the other 
oil and gas producing states that are suffering the exact same 
oil and gas recession are doing with their credit packages. 
 
MR. ALPER answered he is not aware of comparable credit packages 
in the U.S.  Alaska is the only state in the U.S. that taxes on 
net profits and Alaska has a more sophisticated tax regime, a 
more sophisticated incentive regime.  He offered his belief that 
North Dakota's gross tax does get reduced at low prices because 
it is structured as a tax and a surtax.  He added that the 
Competitiveness Review Board has put out a good report that 
highlights those things.  He said he would not say things are 
being kept intact; Version P definitely making changes, they are 
simply not as aggressive as was originally proposed by the 
administration. 
 
REPRESENTATIVE SEATON asked whether he is correct in observing 
on slide 20 that for Cook Inlet/Middle Earth in FY 2017 the 
difference between the governor's original bill and Version P is 
$130 million. 
 
MR. ALPER replied, "To the best we could determine in the 
limited time available, yes."  Continuing, he said FY 2017 is a 
bit deceptive because the governor's original bill had an 
effective date of July 1 [2016], the beginning of FY 2017; but 
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Version P does not bring in any changes at all until January 1, 
[2017], which is halfway through FY 2017.  Also, [in Version P] 
the [well lease expenditure] credit in FY 2017 is only reduced 
from 40 percent to 30 percent, which is quite a material number 
in Cook Inlet.  Thus, a couple of things conspire to drag down 
the number specifically in FY 2017 as a percentage of the total. 
 
1:47:38 PM 
 
MR. ALPER reviewed slides 21-22, "Implementation Cost, 
Transition."  Addressing slide 21, he noted that the governor's 
original bill was written with an effective date of July 1, 
2016.  In Version P the predominant effective date is January 1, 
2017, with the full repeal or the full reduction to 20 percent 
of the [well lease expenditure] credit not until 2018, which is 
about an 18-month delay.  Version P retains the fiscal note 
initially proposed in the governor's original bill, which adds a 
fund capitalization of $926,575,000.  That is not a random 
number, he explained, it is the number that when added to the 
number in the operating budget comes up with an even $1 billion, 
which is the number the administration looked to for funding a 
transition from the current system into the new system.  That is 
more than enough money to cover any anticipated expending in FY 
2017, but [DOR] expects the legislature will need to appropriate 
more money before getting to the end of FY 2018 and then beyond.  
[The impact of Version P] on the transition is that the money is 
still there, but will not go as far and so more money will be 
needed to maintain the program because the program and the 
state's liability would be larger in years to come. 
 
REPRESENTATIVE SEATON understood the initial fund capitalization 
was included because the credit amounts were being dramatically 
reduced, but in Version P that is not going to happen or is not 
going to happen for a deferred time.  Noting that Version P 
retains the fund capitalization, he inquired where that money 
will come from. 
 
MR. ALPER responded that his original understanding was that an 
appropriation would be made from the constitutional budget 
reserve (CBR) to endow this transition fund, and that that would 
be part of the larger package of implementing the governor's 
entire fiscal plan. 
 
RANDALL HOFFBECK, Commissioner, Department of Revenue (DOR), 
confirmed that the original intent in the governor's bill was an 
appropriation from the CBR to endow the fund. 
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1:50:24 PM 
 
REPRESENTATIVE SEATON asked where the authorization for a CBR 
vote or an intent for a CBR vote is located in Version P. 
 
MR. ALPER replied the fiscal note for fund capitalization was 
written by DOR, but in some ways was on behalf of the Office of 
Management & Budget (OMB).  He understood that, like any fiscal 
note, it would be attached to the operating budget and become 
part of the final vote on the conference committee substitute of 
the operating budget.  It would be a separate line item and a 
separate vote with the final passage of the operating budget. 
 
REPRESENTATIVE SEATON said he has not before seen fiscal notes 
just freely following that are not required or do not have 
statutory authority, and the fiscal note is instituting the 
statutory requirement proposed in the bill.  He asked whether it 
is in here or whether this is just a proposal to put $1 billion 
someplace without any statutory requirement and could this 
fiscal note then go by itself without any bill to attach it to. 
 
MR. ALPER answered he has seen in the past the conditional 
language in budgets and fiscal note sections, or that this 
appropriation is contingent on the legislature passing a bill 
that is equivalent to "HB so and so."  He envisioned that that 
is how it would end up being structured by whoever writes those 
fiscal notes into the final version of the operating budget.  
But, he continued, there is no explicit reference to the 
spending in HB 247, there is no reference to the actual 
appropriation in the bill language. 
 
REPRESENTATIVE SEATON remarked that it seems very problematic to 
start down the road of putting appropriations into a bill that 
does not include any statutory authority in the bill to do that. 
 
MR. ALPER responded that, broadly answering this question, the 
intent of HB 247 as originally proposed was to reduce the 
state's annual cash outlay to the neighborhood of $50-$100 
million a year.  That number in many ways lines up with the 15 
percent in the language in statute that creates the [oil and 
gas] tax credit fund, so it would be sort of self-sustaining, 
and then this $1 billion was intended to be the transition, the 
money that would get the state over the hump between the old 
plan and the new.  Version P is somewhat different, it is a 
different paradigm and may impact how this transition fund is 
treated or how it is kept in budgets moving forward.  He said he 
does not have a complete answer. 
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1:53:33 PM 
 
MR. ALPER recommenced his presentation.  Displaying slide 22, 
"Implementation Cost," he explained that employees of the Tax 
Division who work day to day with the tax credit program, with 
the production taxes, will to have to change their work 
somewhat.  The [Tax Revenue Management System (TRMS)] and the 
[Revenue Online (ROL)] will have to be reprogrammed because 
there are different calculations, different formulas, online tax 
paying forms, and so forth.  The department has not yet received 
a solid estimate [from the software developer] and an estimate 
may not come until it is better seen what the bill is going to 
look like.  However, DOR has put a placeholder capital cost of 
$1.5 million into the fiscal note to pay the contractor to 
reprogram the system; no cost is anticipated for the department 
itself to administer the program because it will be done with 
existing resources and existing staff.  There will also be a 
fairly robust regulatory process to implement the changes in 
this or any version of the bill.  The Department of Revenue has 
a couple of other large oil and gas regulatory projects on the 
back burner waiting for the completion of this legislative 
session and DOR anticipates doing all of them at the same 
starting this summer. 
 
1:54:44 PM 
 
The committee took a brief at-ease. 
 
1:55:55 PM 
 
REPRESENTATIVE JOSEPHSON returned to slide 7 and noted that the 
last bullet states, "By preserving 'capital' and reducing 'loss' 
credits, increases payments to producers (who pay zero taxes)."  
He surmised this means it is status quo and that the producers 
are not getting more under Version P, but are getting what they 
got at least until the middle of 2017. 
 
MR. ALPER answered that the use of the word "increases" in this 
bullet is meaning an increase from the governor's original bill.  
It is actually a decrease from what is currently being paid 
because in some cases the producers in question are getting the 
40 percent [well lease expenditure] credit in combination with 
the 20 percent [qualified capital expenditure] credit.  [Under 
Version P] producers would, by the beginning of 2018, only be 
getting the 20 percent [qualified capital expenditure] credit. 
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1:56:52 PM 
 
REPRESENTATIVE SEATON noted that the governor's original 
proposal would implement a change date of the state's fiscal 
year, while Version P would implement a change date in January, 
which is a tax year for the companies.  Regarding well lease 
expenditures, he inquired whether there is any reason why that 
cannot be implemented mid-year of a cycle, since those are 
different than the tax rate or the tax liability because the 
credits are based on when the money is expended and so would be 
independent of such things as the company's tax rate or 
operating loss. 
 
MR. ALPER confirmed that Representative Seaton is correct.  For 
the credits that are tied to spending - the capital, well lease 
expenditure, and exploration credits - as long as the receipt, 
the activity, the spending takes place before the cutoff date, 
DOR can very easily parse out that set of expenditures and write 
a credit; the department does not need to be tied to a calendar 
year or a tax year.  With the exploration credits being sunset 
on July 1, [2016], companies will be coming to DOR with a 
project and DOR is only going to be paying them on the spending 
that took place prior to July 1.  The credit that gets awkward 
if it is changed in the middle of the year is the operating loss 
because that is tied to an overall year's profit and loss, and 
so this would become a very difficult accounting exercise. 
 
1:59:02 PM 
 
CO-CHAIR NAGEAK advised that the co-chairs are considering 
hearing some of the members' amendments to HB 247 tonight, 
depending upon how many amendments are received by the deadline 
of 5:00 p.m. tonight.  He asked whether members have any 
comments on whether to start amendment consideration tonight 
versus waiting until tomorrow. 
 
REPRESENTATIVE TARR stated it would be difficult to respond to 
the amendments because members have not yet seen them and 
therefore it would be nice to have the evening to review them. 
 
CO-CHAIR NAGEAK agreed to wait until tomorrow to start the 
consideration of amendments. 
 
CO-CHAIR NAGEAK, responding to Representative Seaton, said the 
co-chairs would like to receive the proposed amendments in both 
electronic and hard copy formats. 
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[HB 247 was held over.] 
 
2:00:24 PM 
 
The committee took an at-ease from 2:00 p.m. to 2:09 p.m. 
 

HB 286-FISH & GAME: OFFENSES;LICENSES;PENALTIES 
 
2:09:57 PM 
 
CO-CHAIR TALERICO announced that the next order of business is 
HOUSE BILL NO. 286, "An Act relating to sport fishing, hunting, 
or trapping licenses, tags, or permits; relating to penalties 
for certain sport fishing, hunting, and trapping license 
violations; relating to restrictions on the issuance of sport 
fishing, hunting, and trapping licenses; creating violations and 
amending fines and restitution for certain fish and game 
offenses; relating to commercial fishing violations; allowing 
lost federal matching funds from the Pittman - Robertson, 
Dingell - Johnson/Wallop - Breaux programs to be included in an 
order of restitution; adding a definition of 'electronic form'; 
amending Rule 5(a)(4), Alaska Rules of Minor Offense Procedure; 
and providing for an effective date." 
 
KEVIN BROOKS, Deputy Commissioner, Office of the Commissioner, 
Alaska Department of Fish & Game (ADF&G), introduced HB 286 on 
behalf of the governor.  He said the bill relates to fish and 
game offenses, licenses, and penalties, and was developed in 
collaboration with the Department of Public Safety (DPS) and the 
Department of Law (DOL).  He advised the committee that Major 
Bernard Chastain will present the details of the bill. 
 
2:11:52 PM 
 
MAJOR BERNARD CHASTAIN, Deputy Director, Division of Alaska 
Wildlife Troopers, Department of Public Safety (DPS), provided a 
sectional analysis of HB 286 on behalf of the governor.  
Referring to Section 1, he explained that under AS 16.05.330 a 
person who is engaged in activities listed in paragraphs (1-5) 
must have in their actual possession a license, tag, or permit 
to legally engage in that activity.  Section 1 reorders these 
activities into two separate categories, with (1) and (2) 
considered general activities and (3), (4), and (5) considered 
commercial activities.  The purpose for this reordering is 
contained in Section 3 of the bill. 
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MAJOR CHASTAIN explained that Section 2 amends AS 16.05.330(d) 
to make it unlawful for a person to purchase a license in Alaska 
or another state if their license to hunt, fish or trap has been 
revoked or suspended in Alaska or another state.  Currently, the 
statute directs that if a person's license is suspended or 
revoked, the person is prohibited from purchasing or using the 
privileges of that license only in another state, and 
surprisingly it does not include the state of Alaska.  This 
change will align that statute with the intent of the law. 
 
MAJOR CHASTAIN said Section 3 makes it an official correctable 
citation when a person does not have his/her sport fishing, 
hunting, or trapping license in possession while engaged in that 
activity.  Wildlife troopers realize that people sometimes 
forget their licenses at home, in their car, or other locations.  
For many years the wildlife troopers have given unofficial 
correctable citations to most people in this situation.  This 
section will give the wildlife troopers the ability to cite a 
person for not having his/her sport fishing, hunting, or 
trapping license in possession and giving the person a period of 
30 days to bring his/her license to any Department of Public 
Safety office to have it signed off as a correctable citation.  
Once signed off the citation is dismissed.  If this provision is 
passed it will be very similar to correctable citations used for 
headlight requirements, proof of motor vehicle insurance, and 
others.  This section ensures that people engaging in the 
activity of sport fishing, hunting, and trapping have a license 
and it allows for some leeway for forgetting that license at 
home.  Section 3 does not include activities (3), (4), and (5) 
because these are commercial activities and the belief is that 
commercial activities have a higher burden to maintain licensure 
than does the general citizen. 
 
2:14:36 PM 
 
MAJOR CHASTAIN specified that Section 4 removes a correctable 
citation from AS 16.05.330(f) in the penalties portion of the 
statute.  Additionally Section 4 aligns other areas of Title 16 
and appropriately makes the crimes listed class A misdemeanors. 
 
MAJOR CHASTAIN advised that Section 5 creates two new 
subsections [to AS 16.05.430].  New subsection (c) establishes 
that a person may be charged with the violation offense if there 
is no culpable mental state established and also maintains a 
misdemeanor offense for more serious cases in this area of law 
under subsection (a).  He said subsection (d) provides the court 
with the ability to impose additional restitution to the state 



 
HOUSE RES COMMITTEE -27-  March 21, 2016 

equal to the amount of lost federal matching funds from the 
wildlife and sport fish restoration program, the Pitman-
Robertson, Dingell-Johnson/Wallop-Breaux programs, when the 
state is defrauded by a defendant who does not purchase the 
appropriate license or tag or claims residency when the person 
is not a resident. 
 
MAJOR CHASTAIN related that Section 6 of HB 286 increases the 
strict liability commercial fishing fines under AS 16.05.722.  
This [statute] was enacted in 1988 and has gone unchanged since 
that time, and the fines currently in place are inadequate to 
deter commercial fishing crime.  The fine increase will serve as 
both a deterrent and a tool for Alaska's wildlife troopers to 
effectively enforce the state's most important fisheries worth 
billions of dollars to the state. 
 
2:16:10 PM 
 
REPRESENTATIVE HERRON said he does not have an issue with the 
amount [of the proposed fines], but would like to know what the 
thought process was behind coming up with the proposed amounts 
of $6,000, $12,000, and $15,000. 
 
MAJOR CHASTAIN replied that the thought process has to do with 
inflation rate.  The 1988 fine of $3,000 equals almost exactly 
$6,000 in today's dollar.  Paragraph (3), which goes from $9,000 
to $15,000, was a paragraph added in 1995 and so that $9,000 is 
equal to about $15,000 in 2016 dollars. 
 
MAJOR CHASTAIN continued his review of Section 6, explaining it 
also ensures that commercial fishermen can participate in 
fisheries by deterring illegal fishing that harms the industry. 
 
MAJOR CHASTAIN said Section 7 creates a new subsection that 
requires a court to transmit commercial convictions to the 
Commercial Fisheries Entry Commission (CFEC). 
 
REPRESENTATIVE SEATON requested further explanation of Section 6 
in regard to Major Chastain's statement that it allows 
commercial fishermen to participate. 
 
MAJOR CHASTAIN responded that it has to do with the deterrence 
factor in commercial fishing.  The deterrence in violations is 
important so the fishing industry can maintain its viability. 
 
2:18:29 PM 
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MAJOR CHASTAIN explained that Section 8 removes a penalty from 
[AS 16.05.782(a)], which cleans up the subsection and makes it 
clearer as to what the penalty actually is. 
 
REPRESENTATIVE JOSEPHSON inquired what the penalty becomes if it 
is not a class A misdemeanor. 
 
MAJOR CHASTAIN answered that the remaining subsections [of AS 
16.05.782] deal with making two classes of violations.  One 
subsection will remain a class A misdemeanor if culpability can 
be proved.  If culpability cannot be proved it becomes a 
violation offense and that can be found in Sections 9 and 10.  
 
REPRESENTATIVE JOSEPHSON understood the subsequent sections 
reference back to the earlier sections to say that these are all 
fines or violations rather than something else. 
 
MAJOR CHASTAIN replied that it sets two separate categories of 
crime.  If culpability can be proved, it maintains a Class A 
misdemeanor and it allows for flexibility if culpability cannot 
be proved.  He said the subsequent crimes that he will be 
reviewing also add a separate section for creating a violation, 
which is a lesser offense. 
 
REPRESENTATIVE JOSEPHSON understood that under Title 16 and 
Title 5 of the Alaska Administrative Code (AAC) there are strict 
liability offenses in wildlife cases.  He asked whether this 
gets rid of strict liability. 
 
MAJOR CHASTAIN responded that all of those are still in place 
and still available to charge.  Title 16 statutes do not have 
the ability to charge as strict liability, so essentially that 
is created by this bill. 
 
2:20:50 PM 
 
REPRESENTATIVE SEATON observed that the language in Section 7 
states:  "(d) The court shall transmit notice of all convictions 
under this section to the Alaska Commercial Fisheries Entry 
Commission."  He requested clarification regarding the executive 
order transferring the administrative functions of the 
Commercial Fisheries Entry Commission (CFEC) to the Department 
of Fish & Game (ADF&G), which will be issuing licenses.  He 
suggested that either the definition be expanded to include 
ADF&G or to change it. 
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MR. BROOKS answered that the administrative order would have no 
impact on this provision in statute, this section is not 
implicated by the administrative order.  He explained that 
someone with a commercial fishing violation gets points like 
what is done with a driver's license.  The reporting of those 
points would still go to the CFEC and the department and the 
commission would communicate on whether to issue a permit. 
 
2:22:23 PM 
 
MAJOR CHASTAIN stated that Section 9 relates to Section 8.  It 
removes an unnecessary reference to subsection (a) in Section 8. 
 
MAJOR CHASTAIN specified that Sections 10-15, in general, 
provide consistency across the board and create class A 
misdemeanors for sections that the troopers can prove 
culpability, and violations for sections that were not existence 
prior to this bill. 
 
MAJOR CHASTAIN noted that Section 16 increases the restitution 
amounts [under AS 16.05.925] by 50 percent that a person 
convicted of unlawfully taking big game may have to pay the 
state if the court chooses to implement this restitution.  
Alaska's game belongs to every person collectively.  When big 
game animals are unlawfully taken it defrauds the state of the 
value of the animals to its citizens.  This value varies greatly 
depending upon the species of animal, the locations of the take, 
the social value of the animal, the economic value of the 
animal, and the food source value to the people of the state.  
These restitution values may be imposed by a judge if the judge 
thinks the case warrants applying restitution.  In most cases it 
does not make the state whole for the loss of the animal, but it 
pays the state back for the illegal take and adds a deterrence 
value to the illegal take.  For example, several years ago a 
very large Dall sheep was illegally shot on the Seward Highway 
south of Anchorage.  This area is closed to hunting for Dall 
sheep.  That animal was worth an unknown amount of money to the 
state in tourism; many thousands of people took photos of this 
sheep.  There are many examples like this every year where the 
value of the illegally taken resource may never be fully 
recovered to the state.  He explained that the proposed new fine 
amounts in Section 16 were determined in the same manner as was 
done for Section 6.  [The statute] in Section 16 was enacted in 
1996 and those dollars were applied to 2016 dollars. 
 
MAJOR CHASTAIN, regarding Section 17, pointed out that there is 
a drafting error on page 5, line 17.  Rather than stating AS 
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16.05.925, this line should state AS 16.05.901.  [Section 17 is 
related to Section 16 - it provides the additional option of 
charging a person with a violation offense when appropriate.] 
 
2:25:20 PM 
 
MAJOR CHASTAIN said Section 18 adds a definition of "electronic 
form."  He requested Mr. Brooks to elaborate. 
 
MR. BROOKS said this proposal would add the definition of 
"electronic form" so that a person can display his/her fishing 
or hunting license on something like a smart phone, similar to 
what can now be done with insurance.  It would provide one more 
convenience to the licensing public - a person not having the 
license in paper form could display it on an electronic device. 
 
REPRESENTATIVE OLSON inquired whether that would also apply to 
the lifetime licenses. 
 
MR. BROOKS answered no, the identification card for a permanent 
license would still be required. 
 
REPRESENTATIVE SEATON noted that oftentimes on fishing licenses 
there are stamps or stickers or a reporting amount on the back 
of the actual physical license.  He asked whether those would 
still need to be [provided in paper form] or would be allowed in 
electronic form. 
 
MR. BROOKS replied that when a person now buys his/her license 
electronically a king salmon stamp is a number, so that would be 
displayed on a mobile device.  The licensee would still have to 
get a harvest record.  Currently for a permanent identification 
card, if there is a harvest requirement the cardholder must get 
a separate document from ADF&G and record that harvest, and it 
is envisioned that that will continue the same way. 
 
2:27:18 PM 
 
REPRESENTATIVE TARR inquired about the definition of "culpable 
mental state" and where that definition can be found. 
 
AARON PETERSON, Assistant Attorney General Fish and Game, Office 
of Special Prosecutions, Criminal Division, responded that 
generally the culpable mental states are set out under Title 12 
and that is reckless conduct and knowing its circumstances.  
Section 17 does not lay out a specific mental state for this 
offense and therefore it would revert to the general mental 
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state requirements set out in Title 12.  It is a term of art 
used, it does not mean that a defendant has the capability to do 
it, it means that in this instance the defendant had the 
required mental state that would make him/her criminally liable 
for the offense. 
 
REPRESENTATIVE TARR said she was thinking about instances where 
a person is intoxicated but otherwise capable.  She surmised 
that because of the way this is defined the person would be 
covered under that definition. 
 
MR. PETERSON answered yes, as with driving under the influence, 
there would be a very good chance that an intoxicated person 
violating this law would still be criminally liable. 
 
2:30:34 PM 
 
REPRESENTATIVE JOSEPHSON observed that the last line on page 1 
of the governor's transmittal letter states, "Currently, if a 
person violates certain fish and game laws, they can only be 
charged with a criminal offense."  He recalled that when he 
prosecuted these, often the same act could have been charged by 
the fish and game officer as either a class A misdemeanor or a 
violation and generally the sentence would be suspended anyway, 
but there would be a change from perhaps a fine of over $1,000 
to a fine of $300.  He asked whether the statement in the 
transmittal letter is correct that under current law these can 
only be charged criminally. 
 
MR. PETERSON replied that any time there is the corresponding 
violation in the Alaska Administrative Code (AAC) there are 
several ways that that can be charged.  It can be charged as a 
violation and oftentimes it can be charged as a misdemeanor 
depending on exactly where it falls under the AAC because the 
enacting statute will have different penalty ranges, different 
charging ranges, for different parts of the code.  Certain 
things in Title 16 can only be charged as a misdemeanor because 
they do not have a corresponding regulation in place.  The 
attempt here with HB 286 is to allow for that flexibility, allow 
for the prosecutor or DPS in the field to charge as a violation 
where appropriate.  For the offenses included in this section 
there is not currently that flexibility. 
 
2:32:48 PM 
 
MAJOR CHASTAIN returned to his sectional analysis.  He explained 
that Sections 19-26 do the same things mentioned by Mr. 
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Peterson.  They generally standardize penalties in the statutes 
listed by providing an additional option of charging a person 
with a violation offense when appropriate.  These sections 
maintain the option of charging a person with a misdemeanor if 
the crime is more serious.  He pointed out a drafting error in 
Section 23, page 6, line 9, noting that this line states "AS 
16.10.090" but should state "AS 16.10.110". 
 
MAJOR CHASTAIN related that Section 27 amends the uncodified 
rules of the court of Alaska to make it clear that the court has 
the authority to dismiss citations written for people failing to 
have their license, tag, or permit in their actual possession. 
 
MAJOR CHASTAIN said Section 28 amends the uncodified law of 
Alaska to make it clear that the act applies [to offenses that 
occur on or] after the effective date of the act. 
 
MAJOR CHASTAIN stated that Section 29 provides for an effective 
date of July 1, 2016. 
 
2:34:11 PM 
 
REPRESENTATIVE JOSEPHSON shared that when he is with a group 
fishing for king salmon, the group takes it really seriously 
that each person must have his/her king tag in possession.  He 
requested Major Chastain's opinion about why it is okay to relax 
this requirement when it is built into the mindset of citizens. 
 
MAJOR CHASTAIN understood Representative Josephson is asking why 
it would be appropriate for troopers to make it correctable for 
not having a king salmon stamp.  He said there is still a 
regulation that requires a person to have a king salmon stamp.  
This proposed provision would only make it a correctable offense 
if the person does not have a fishing license in possession. 
 
REPRESENTATIVE SEATON asked whether that means it is excusable 
for a person to not have his/her license in possession, but not 
his/her king salmon stamp or the reporting form in possession. 
 
MAJOR CHASTAIN responded that presently quite a few different 
regulations are in statute.  One requires having a license in 
possession, another requires having a king salmon stamp, and 
another requires that the king salmon stamp is signed.  A 
variety of regulations cover all of those.  All HB 286 would do 
is make it that if someone forgot his/her fishing license in a 
vehicle or at home, the wildlife troopers could write a citation 
to that person and could make it be a correctable offense 
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whereby the person could bring the citation to the office and it 
could be signed off as a correctable offense.  If a person was 
king salmon fishing, the wildlife trooper could still decide 
whether it was appropriate to write the person for not having 
his/her king salmon stamp, which is not a correctable offense. 
 
REPRESENTATIVE SEATON understood a person would still have to 
have his/her king salmon stamp or reporting card in possession, 
regardless of having his/her license in possession. 
 
MAJOR CHASTAIN replied correct. 
 
2:37:10 PM 
 
REPRESENTATIVE TARR drew attention to Section 18 on page 5, 
lines 20-22, which state:  "(38) 'electronic form' means the 
display of images on an electronic device such as a mobile 
telephone, tablet, or computer."  She noted that a camera is not 
included in the list of devices and asked whether a camera 
should be included and, if so, the best way to include it. 
 
MR. BROOKS responded that the aforementioned was not intended to 
be an exhaustive list.  He said the language could be refined, 
but added that he thinks "electronic device such as" covers a 
broader list than what is written. 
 
REPRESENTATIVE TARR suggested the opinion of Legislative Legal 
and Research Services be sought so as to preclude any unintended 
consequences.  For example, whether to change the language to 
state "including but not limited to" in order to indicate that 
it is a not an exhaustive list. 
 
MR. PETERSON clarified he is with the Department of Law, not 
Legislative Legal and Research Services.  He noted the language 
"such as" is a cannon of construction that is on point here and 
it essentially says that a thing would be known by those around 
it.  Here, it seems pretty clear that a camera would be an 
electronic form and "such as" is just giving some guidance as to 
what some of those might be.  As a prosecutor, if somebody were 
to say that he/she had it on a camera but it was not on the 
list, he can certainly say that it is pretty clear how that 
would be resolved. 
 
REPRESENTATIVE TARR observed that the fiscal notes for HB 286 
are zero.  She inquired as to the overall value of these fines 
based on information from the last several years. 
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MR. BROOKS answered he will get back to the committee with an 
answer.  He said he does not think ADF&G has an amount by 
violation but he can provide an order of magnitude as far as how 
much has been collected. 
 
2:40:14 PM 
 
REPRESENTATIVE CHENAULT understood that, except for a senior 
exempt license, a king salmon tag is stuck to a person's actual 
fishing license.  He asked what the difference is between a king 
salmon stamp and a tag for, say, a brown bear if a person does 
not have that in possession at the time of kill. 
 
MR. BROOKS replied that when purchased electronically from 
ADF&G's store, a stamp is a number on the license, not a 
sticker; but when purchased from a sports store it is a sticker.  
The fixable part of this is that a person would have had this 
previously, a person cannot just go out and buy it and fix the 
ticket; a person has to have had ownership before he/she engaged 
in hunting or fishing. 
 
REPRESENTATIVE CHENAULT said he will not say that he knows 
people who go out fishing and catch fish illegally, but he would 
say that it does happen in the state.  He recounted that he has 
seen the excuse where a person has left his/her license at home 
during dipnetting on the Kasilof River.  While this proposed 
provision is to cover the person who did honestly forget his/her 
license in the car, he questioned whether there could be an 
unintended consequence of a person going dipnetting, not taking 
along his/her permit, getting caught, and saying the permit was 
left at home.  This person gets to keep the fish and brings the 
permit in after filling it out and now cannot catch any more 
fish.  But, if the person doesn't get caught, that person can 
continue to fish until caught versus the current situation of 
where people know they are supposed to have the permit with them 
and if they don't they get fined. 
 
MR. BROOKS responded that the fixable license does not relieve 
someone of his/her harvest reporting, so the person would still 
be in violation on that if out without a permit and recording a 
harvest.  A person could still fix it if not having his/her 
license along, but he/she could not fix the fact of not 
reporting the harvest. 
 
REPRESENTATIVE CHENAULT surmised there still would be a 
possibility of the fine associated with not filling out a 
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harvest ticket or not actually having a king stamp along at the 
time of catching the fish should a game warden be encountered. 
 
MAJOR CHASTAIN answered that currently there are adequate 
regulations and statutes available to wildlife troopers to deal 
with all of the scenarios just presented by Representative 
Chenault.  Those are separate regulations and separate 
responsibilities. 
 
REPRESENTATIVE CHENAULT said he wants to ensure that another 
avenue is not being opened. 
 
2:44:57 PM 
 
REPRESENTATIVE JOSEPHSON understood that generally there is a 
top prosecutor working on these matters.  He asked who questions 
should be directed to if a committee member has questions. 
 
MR. BROOKS replied that Seth Beausang, Assistant Attorney 
General, Natural Resources Section, Civil Division, Department 
of Law, Anchorage, advises ADF&G on fish and game related 
matters, whereas Mr. Peterson is with the Criminal Division, 
Department of Law. 
 
2:45:53 PM 
 
REPRESENTATIVE TARR inquired whether the proposed 50 percent 
increase in fines would put Alaska on par with the fines imposed 
by other states. 
 
MAJOR CHASTAIN responded that two distinctions are to be made.  
The 50 percent increase is the restitution amount and that can 
be applied by the judge if the court believes that the crime is 
serious enough to apply the restitution to that animal.  For 
instance, right now if someone takes a moose illegally, in 
addition to any penalties that the court may impose for the 
misdemeanor offense or the violation, the court may also impose 
additional restitution of $1,000 for that moose, and that 
represents the value of that animal to the State of Alaska.  He 
said he is unaware of other states and restitution amounts, but 
he is aware that Alaska's fines levied by the court tend to be a 
bit higher than other places in the U.S.  It depends on the 
crime, but adequately so because the animals in Alaska are 
valued at a much higher level than other places in the Lower 48. 
 
REPRESENTATIVE TARR remarked that what makes this of interest to 
her is that it was mentioned that these numbers have not been 
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adjusted for a number of years, but the suggestion was that it 
was inflation adjusting these restitution limits.  Given these 
issues are looked at fairly infrequently by the legislature, she 
said she would like to make the effort to bring the state up to 
speed with what would be comparable in other locations.  She 
requested that Major Chastain provide the committee with any 
other information he might have in this regard. 
 
CO-CHAIR TALERICO commented that in regard to Section 16, he 
would say from personal experience that if a deer is worth $600 
then a moose is worth $4,000 from a food source perspective. 
 
REPRESENTATIVE HERRON pointed out that the co-chair does have 
the ability to make these changes. 
 
2:49:10 PM 
 
MR. BROOKS thanked the committee for hearing HB 286 because it 
is important to enforcement and to his department. 
 
REPRESENTATIVE SEATON asked how the two drafting errors in 
Sections 17 and 23 would be handled. 
 
CO-CHAIR TALERICO responded that something will be brought 
forward to correct those drafting errors, as well as taking a 
look at what the appropriate language should be in Section 18.  
He said he will also be looking over the value given to these 
particular animals. 
 
[HB 286 was held over.] 
 
2:50:49 PM 
 
The committee took a brief at-ease. 
 
2:51:50 PM 
 
CO-CHAIR TALERICO announced that the committee's meeting on HB 
247, scheduled for 6:00 p.m. tonight, is cancelled. 
 
[HB 286 was held over.] 
 
ADJOURNMENT 
 
There being no further business before the committee, the House 
Resources Standing Committee meeting was adjourned at 2:52 p.m. 


