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HOUSE Bl LL 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 a return or report;
relating to exenptions fromthe mning license tax; relating to
the mning license tax rate; relating to mning |icense
application, renewal, and fees; and providing for an effective
date."

- MOVED CSHB 253(RES) OUT OF COWM TTEE

HOUSE Bl LL NO. 286

"An Act relating to sport fishing, hunting, or trapping
licenses, tags, or permts; relating to penalties for certain
sport  fishing, hunti ng, and trapping license violations;
relating to restrictions on the issuance of sport fishing,
hunting, and trapping |licenses; creating violations and anmendi ng
fines and restitution for certain fish and gane offenses;
relating to comrercial fishing violations; allowi ng |ost federa
matching funds from the Pittman - Robertson, Dingell -
Johnson/Wall op - Breaux programs to be included in an order of
restitution; adding a definition of '"electronic form; anending
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Rule 5(a)(4), Alaska Rules of Mnor Ofense Procedure;
providing for an effective date."
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BILL: HB 253

SHORT TI TLE: ELCTRNC TAX RETURN;, M NI NG LI C. TAX & FEES
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR

01/ 19/ 16 (H) READ THE FIRST TIME - REFERRALS
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03/ 28/ 16 (H) M NUTE( RES)

03/ 30/ 16 (H) RES AT 1: 00 PM BARNES 124
03/ 30/ 16 (H) Heard & Hel d

03/ 30/ 16 (H) M NUTE( RES)

03/ 31/ 16 (H) RES AT 1: 00 PM BARNES 124
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01/ 29/ 16 (H RES, JUD
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03/ 31/ 16 (H RES AT 1: 00 PM BARNES 124
W TNESS REG STER

BRANDON SPANCS, Deputy Director

Tax Divi sion

Depart ment of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 253, answered
guestions related to anmendnents.

ED FOGELS, Deputy Conmi ssioner

O fice of the Conm ssioner

Department of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: During the hearing of HB 253, answered
gquestions related to anendnents.

KEVI N BROOKS, Deputy Conmm ssi oner

O fice of the Conm ssioner

Al aska Departnent of Fish & Ganme (ADFGQ

Juneau, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 286, on behalf of
t he governor, reviewed Version E.

AARON PETERSON, Assistant Attorney General

Crimnal Division

Depart ment of Law (DQL)

Anchor age, Al aska

POSI TI ON  STATEMENT: During the hearing of HB 286, answered
questions related to Version E

BRUCE DALE, Director

Division of WIldlife Conservation

Al aska Departnent of Fish & Gane ( ADF&G

Pal mer, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 286, on behal f of
t he governor, answered questions related to Version E

AL BARRETTE
Fai r banks, Al aska

PCOSI TI ON  STATEMENT: During the hearing of HB 286, suggested
pot enti al anmendnents.

ACTI ON NARRATI VE
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1: 34: 30 PM

COCHAIR DAVID TALERICO called the House Resources Standing
Commttee neeting back to order at 1:34 p.m [from recess at
3:00 p.m on 3/30/16]. Representatives Seaton, Josephson, Tarr,
Herron, Johnson, Nageak, and Talerico were present at the call
to order. Representative Chenault (alternate) arrived as the
meeting was in progress.

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

1: 35: 32 PM

CO CHAI R TALERI CO announced that the first order of business
HOUSE BILL NO. 253, "An Act requiring the electronic filing of a
tax return or report wth the Departnent of Revenue;
establishing a civil penalty for failure to electronically file
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.” [Before the conmttee was the proposed
commttee substitute (CS) for HB 253, Version 29-GH2924\N,
Naurman, 3/17/16, adopted as the working docunent on 3/28/16.]

CO-CHAIR TALERI CO advised that the conmmittee will continue its
consi deration of anendnents to HB 253, Version N

1: 36: 00 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 10, |abel ed
29- GH2924\ N. 4, Nauman, 3/29/16, which read:

Page 1, line 2, followng "fees;":
Insert "relating to the conputation of depletion
for purposes of the mning license tax;"

Page 2, following line 4:
Insert a new bill section to read:
"*  Sec. 3. AS 43.65.010(e) is repealed and
reenacted to read:
(e) The allowance for depletion shall be
conputed and deducted on the cost depletion basis
under 26 U . S.C. 612 (Internal Revenue Code)."

Renunber the followi ng bill sections accordingly.

Page 2, follow ng line 21:
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I nsert a new subsection to read:

"(c) The change made by the repeal and
reenact nent of AS 43.65.010(e) by sec. 3 of this Act
applies to a tax year beginning on or after the
effective date of sec. 3 of this Act."

Page 2, line 28:
Del ete "Section 6"
| nsert "Section 7"

Page 2, line 29:
Del ete "sec. 7"
| nsert "sec. 8"

REPRESENTATI VE HERRON obj ected for di scussi on purposes.
1:36: 15 PM

REPRESENTATI VE JOSEPHSON expl ai ned that one el enment of Amendnent
10 would take the depletion allowance and change it to only
i nclude a cost, not percent depletion. He paraphrased a portion
of the conmttee's hearing mnutes of 2/17/16, page 14, wherein
M. Spanos indicated that the amount for percentage depletion
can actually exceed actual costs and called the depletion
al l omance its own line item expense. Representati ve Josephson
then recalled that the conmttee's substitute for HB 247 stopped
gross value reduction (GVR) and net operating |oss from being
conbined to create a loss greater than the actual | oss. Thus,
one el enent of the anmendnent to only include cost depletion, not
percentage depletion. He further recalled the departnent saying
it is conplicated when it has returns where there is that switch

back and forth. Currently, the percentage depletion allowance
allows the producer to reduce gross incone by 15 percent for
metal mnes and a calculation of net incone. Addi tionally,

mning conpanies my reduce gross incone by actual cost
depletion. Wile the anendnent woul d di spense with a percentage
depl etion, he noted, there would still be cost depletion. Under
this regine it is not hard for conpanies to inflate expenses,
not deliberately but there is sonme concern because just as the
state is trying to contain costs as an institution, the
conpanies are containing and reducing costs. Conpani es can
inflate expenses or export revenue to report |ess net incone,
using the depletion allowance the cost of these resources is
bei ng expensed at far above the actual costs in sone instances.
Al though the concept of depletion allowance is consistent with
the mning industry and part of the mning culture, it should be
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changed so that there would only be cost depletion and not
per cent age depl etion, and that is why he offers this anmendnent.

1:39: 34 PM

BRANDON SPANCS, Deputy Director, Tax Division, Departnent of
Revenue, spoke at Co-Chair Talerico' s request. He said there
are two nmethods of depletion in statute. Current statute reads
that a conpany nust use percentage depletion unless cost
depl eti on exceeds percentage depletion and then the conpany nust
use cost depletion. So basically the statute is saying that
percentage depletion is the standard for the expense against the
Alaska Mning License Tax, but it allows for the generic cost
depletion nethod in the case that that is a greater expense for
the conpany in that vyear. That mmcs the federal depletion
which has simlar |anguage, although the reasons are different
for federal purposes; it has to do with selling an asset and the
capital gain recapture - making that part of ordinary incone
rather than capital income. The federal statutes read that when
the asset is sold, there nust be a calculation for either
all owed or allowable depletion; does not really apply in mning
license tax but the departnent did adopt simlar |anguage for
t he depl etion cal cul ati on.

MR. SPANOCS confirnmed that under the percentage depletion
calculation an asset can be depleted beyond its cost basis.
When there is a depletion expense the cost basis is reduced, and
under percentage the cost basis is reduced by that expense in
that year. So, over the life of the mne the operator would
eventually deplete the cost to zero. Under the cost depletion
met hod once the basis reaches zero, expenses against that can no
| onger be taken because the asset has been fully depleted.
Under the percentage depletion nethod, the depletion can
continue to be taken beyond that cost basis or adjusted cost
basis, and the percentage is sinply a percentage of the gross
value so that expense is given. There have been di scussions as
to why the federal governnent chose to allow that percentage
depletion beyond the basis, and the best the departnent can
determine is that it 1is probably to encourage continued
devel opnent and give some sort of recognition that those assets
are of val ue even though the cost had been fully depl eted.

1:42: 25 PM
REPRESENTATI VE SEATON posited that switching back and forth

between years gets confusing. The state allows for cost
depletion or depreciation of the full value of the asset and not
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beyond the full value of the asset when |ooking at industries
and personal property. He held that the legislature needs to go
back and advise that people can get depreciation for their
entire asset, but not beyond the entire asset which the
per cent age depletion all ows. He said he therefore supports the
amendnent .

CO- CHAI R TALERI CO asked what type of problem this has presented
to the division in adm nistering the tax to date.

MR. SPANCS replied that depletion is a difficult calculation and
he wouldn't say that cost versus percentage nakes it nore
difficult. The percentage calculation is straight forward,
depending on the records of a conpany, although if the division
is in an audit situation it can becone quite difficult to track
the adjusted basis of the asset. For exanple, should a conpany
state that this year its cost expense is greater than its
percentage expense and it wants to use the cost, the division
woul d then have to calculate the adjusted basis for that year,
whi ch does becone quite difficult if there are no records going
back because it may be the first tinme the division has audited
the conpany. It can becone conplicated, but if the division was
to go to just a sinple cost depletion nmethod it would probably
need to update sone schedules in the tax return in order to have
conpanies report what that adjusted basis is so it can be
tracked. He supposed the division could do that now and have an
easi er nethod, but nost [conpanies] do take percentage depletion
and the division doesn't usually run into that issue. So, yes,
there are sonme conplications with having both options avail abl e
but it's not insurnountable.

1: 45: 25 PM

REPRESENTATI VE SEATON surm sed that if the depletion allows cost
to be reduced bel ow the depreciable cost of the item that neans
the state is losing mning license tax. He inquired whether the
di vision knows how much noney the state is losing by allow ng
people to depreciate nore than the full value of the assets.

MR. SPANOS answered that the division has not perforned a
cal culation on that. He offered that with the older mnes it
could be assuned that they have already fully depleted the basis
of the asset, and it could be assumed that any depletion would
be above and beyond what they would be allowed under cost. A
newer mne may be taking cost in |ieu of percentage now.
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CO CHAI R TALERI CO presuned there is not currently an anal ysis of
where the state is actually sitting today.

MR. SPANCS confirmed the division does not presently have an
anal ysis, although based on the age of the mne the division
could try to analyze it and give a rough estinmate.

1:47: 07 PM

REPRESENTATI VE JOSEPHSON posited that in some instances it
appears the conpanies prefer cost depletion and if they prefer
it then it nust be to their financial benefit. But at the sanme
time the conpanies should not be allowed to take beyond the cost
basis when they are getting depletion and also enjoying other
deductions for purposes of calculating a net profit tax, which
is why he has offered Anendnent 10.

1:47: 44 PM
REPRESENTATI VE HERRON mai nt ai ned hi s objection.

A roll call vote was taken. Represent ati ves Seaton, Josephson
and Tarr voted in favor of Amendnent 10. Represent ati ves
Herron, Chenault, Johnson, Talerico, and Nageak voted agai nst
it. Therefore, Amendnent 10 failed to be adopted by a vote of
3-5.

1:48: 45 PM

REPRESENTATI VE JOSEPHSON w t hdrew Amendnent 11, |abeled 29-
GH2924\' N. 9, Nauman, 3/29/16.

1: 48: 56 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 12, |abel ed
29- GH2924\ N. 10, Nauman, 3/29/16, which read:

Page 1, line 1, followi ng "Act":
Insert "relating to the I|imtation on the
exploration incentive credit;"

Page 1, following line 4:
Insert a new bill section to read:
"* Section 1. AS 27.30.050 is anmended to read:
Sec. 27.30.050. Limt on application of credit.
An exploration incentive credit for a mning operation
may not exceed $20, 000,000 and nust be applied within
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seven [15] tax years or royalty paynment periods after
the taking of the credit i's approved under
AS 27.30.020(2), but the tax years or royalty paynent
periods in which the credit is applied need not be

(1) the tax year or royalty paynent period
in which the person first incurs liability for paynent
of tax or royalty based on the person's activity that
is the basis of the claimof the exploration incentive
credit; or

(2) consecutive periods.”

Page 1, line 5:
Del ete "Section 1"
| nsert "Sec. 2"

Renunber the follow ng bill sections accordingly.

Page 2, line 17:
Del ete "sec. 1"
| nsert "sec. 2"

Page 2, line 18:
Del ete "sec. 1"
| nsert "sec. 2"

Page 2, line 19:
Del ete "sec. 2"
| nsert "sec. 3"

Page 2, line 21:
Del ete "sec. 2"
| nsert "sec. 3"

Page 2, following line 21:

I nsert a new subsection to read:

"(c) AS 27.30.050, as anmended by sec. 1 of this
Act, applies to a credit accrued on or after the
effective date of sec. 1 of this Act."

Page 2, line 28:
Del ete "Secti on 6"
| nsert "Section 7"

Page 2, line 29:

Del ete "sec. 7"
| nsert "sec. 8"
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REPRESENTATI VE HERRON obj ected for di scussi on purposes.
1:49: 23 PM

REPRESENTATI VE JOSEPHSON expl ai ned Anendnent 12. He noted that
the law reads that the mning exploration incentive credit can,
essentially, cover 3.5 calendar years. The commttee substitute
(CS) reduces that to 3 years. The adm nistration would like to
di spense with the credit altogether, and he nade argunents about
the need to do that during periods of production. Anendnent 12
woul d shorten the period in which it could be exercised to 7
years rather than 15 years. It may have the salutary effect of
incentivizing production because it doesn't benefit exploration
and devel opnent, it benefits production. The anmendnent says to
get to production if the conmpany is going to get there, and if
t he conpany doesn't get there the credit would be lost. So, it
is another way of looking at reformof this very |long period of
incentive credits which has existed since 1951 and which needs
anot her consi derati on.

REPRESENTATIVE HERRON related his wunderstanding that this
amendnment was wi thin Arendnment 4, which was passed, and the only
difference is that there was a 15 year tinme limt for an
exploration incentive credit, and the anendnent would change it
to 7 years. He asked why 7 years and not 10 or 5 years.

REPRESENTATI VE JOSEPHSON replied that he consulted with the Tax
Division and is trying to strike a m ddle ground.

1:52: 13 PM

REPRESENTATI VE HERRON asked whether soneone is available to
speak to the anendnent being an incentive and whether it would
be an advantage to mners or a conplication for mners.

ED FOCELS, Deputy Conm ssioner, Ofice of the Conm ssioner,
Department of Natural Resources (DNR), explained that the once a
conpany has built up sone exploration and incentive credits and
then starts production, the conpany has up to 15 years to cash
in those credits; Anmendnent 12 would reduce it to 7 years. The
issue is what the conpany's tax liability would be in any given
year for those first 7 years and whether the conpany could use
up all $20 mllion if it had accunul ated the maxi num amount. It
is hard to say whether that would be a net positive for the
state's treasury or sone kind of a disadvantage to the
i ndi vidual mner because it would depend upon the particular
project and the project's tax liability year to year.
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REPRESENTATI VE HERRON rel ated that he is seeking an answer as to
whet her he should vote for this amendnent because it benefits
the m ning operation or unfairly harnms the mning operations.

MR, FOCGELS surm sed that the longer tinme period a m ning conpany
has to utilize its credits the nore advantageous it would be for
t he conpany.

REPRESENTATI VE HERRON asked whether there is an analysis and
whether it neans nore noney in the treasury. He said he w shes
he knew t hat answer before naking a policy decision.

CO CHAIR TALERI CO responded he is unsure that anyone has the
ability to answer that question. He recalled that DOR Deputy
Conmi ssioner Burnett testified that one of the particul ar things
in the bill was the exenption which didn't seem to be a hot
ticket item for the adm nistration because there isn't anything
on the imredi ate horizon that is going to get underway.

MR. FOGELS noted that as far as the 3.5 year exenption, DNR does
not see any mnes comng on line in the immedi ate future that

woul d be affected by this. That would be down the road far
enough where it is out of the range of the departnent's fisca
anal ysi s. So, he said, he thinks that for that particular
provision there would be no imediate fiscal inpact to the

return to the state down the road.

CO CHAIR TALERICO renmarked it could be a good topic for the
wor ki ng group.

1:56: 40 PM

REPRESENTATI VE JOSEPHSON held that this is a hot ticket item for
the admnistration in that the original bill dispensed with the
credit altogether. He therefore surmsed the administration's

position is that it does not want this credit.

MR. FOGELS agreed that that provision is in the governor's bill,
and Deputy Conm ssioner Burnett said it is sonmething the
adm nistration is willing to discuss as the bill noves forward.

REPRESENTATI VE SEATON referred to the statenment that right now
nothing is seen on the imediate horizon so the issue could wait
until a later tine. He posited that it would be advisable to
have changes the industry is aware of rather than waiting unti
a project is about to cone online.

HOUSE RES COW TTEE -11- March 31, 2016



MR. FOGELS agreed and clarified he is not advising the committee
to rule on that provision one way or the other, he is just
pointing that if the tax exenption is deleted there won't be any
real imediate benefit to the state's treasury in the near term

REPRESENTATI VE SEATON stated this should be an issue the working
group contenplates to be certain the |legislature has those
decisions in place before a mne is comng close to production.

MR. FOGELS agreed it would be advisable and would be a good
topic for the working group along wth all of the other
conponents in the fiscal picture for a mning operation.

1:59: 20 PM

REPRESENTATI VE HERRON noted the adm nistration wanted to renove
this and it is back in, his colleague wants to reduce it from 15
years to 7 years, and the advantage or harm that the reduction
could cause is unknown. He asked Co-Chair Talerico whether this
commttee could request an analysis so it is there for the House
Finance Committee to review Even if the anendnent passes, it
woul d be inportant for the next commttee to understand what it
nmeans. Responding Co-Chair Talerico, he clarified that his
request is for the co-chair's office to send a note along for
t he House Finance Committee to seek analysis on this question.

CO CHAI R TALERI CO agreed to do so.

MR. SPANCS clarified that the exploration incentive credit and
the 3.5 year exenption often get confused. The adm nistration
was trying to renmove the 3.5 year exenption in the bill
Therefore, he is unsure whether the admnistration has a
position on the credit.

2:01: 07 PM

REPRESENTATI VE HERRON nai nt ai ned his objection to Anendnent 12.

A roll call vote was taken. Representatives Tarr and Josephson
voted in favor of Amendnent 12. Representatives Herron
Chenaul t, Johnson, Seaton, Talerico, and Nageak voted against
it. Therefore, Anmendnent 12 failed to be adopted by a vote of
2- 6.

2:02: 03 PM
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REPRESENTATI VE JOSEPHSON noved to adopt Anendnent 13, |abel ed

29- G\N2924\ N. 11, Naunman, 3/29/16, which read:

Page 1, following line 9:
Insert a new bill section to read:

"* Sec. 2. AS 43.65.010(a), as anended by sec. 1 of
this Act, is anmended to read:

(a) A person prosecuting or attenpting to
prosecute, or engaging in the business of mning in
the state shall obtain a license from the departnent.
[ ALL NEW M NI NG OPERATI ONS ARE EXEMPT FROM THE TAX
LEVIED BY TH' S CHAPTER FOR THREE YEARS AFTER
PRODUCTI ON BEG NS. | "

Renunber the followi ng bill sections accordingly.

Page 2, following line 14:
| nsert a new bill section to read:

"*Sec. 6. AS 27.30.030(b)(2), AS 43.65.010(b), and
43. 65.060(4) are repealed.”

Page 2, follow ng line 18:

I nsert a new subsection to read:

"(b) AS 43.65.010(a), as anended by sec. 2 of
this Act, applies to a mning operation that begins
production on or after the effective date of sec. 2 of
this Act."

Rel etter the followi ng subsection accordingly.

Page 2, line 19:
Del ete "sec. 2"
| nsert "sec. 3"

Page 2, line 21:
Del ete "sec. 2"
| nsert "sec. 3"

Page 2, line 28:
Del ete "Section 6"
| nsert "Section 8"

Page 2, following |ine 28:
I nsert a new bill section to read:

"* Sec. 10. Sections 2 and 6 of this Act take
effect January 1, 2020."
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Renunber the following bill section accordingly.

Page 2, line 29:
Del ete "sec. 7"
| nsert "secs. 9 and 10"

CO- CHAI R TALERI CO obj ected for di scussion purposes.
2:02:17 PM

REPRESENTATI VE JOSEPHSON expl ai ned Amendnent 13. He noted the
adm nistration would like to collect taxes in every year and end
what he calls "the tax holiday" for hard rock m nes. The
commttee has so far rejected that, although the conmttee
reduced from 3.5 years to 3 year the term of the exenption.
Amendnent 13 woul d renpve that exenption in 2020. As heard from
the deputy comm ssioner, there's probably no one known, and
there are only really six or seven players, who in the near term
are probably in their exenpt profile. If there is any concern
about that, they would be captured in this w ndow and would
continue to enjoy the exenption for another 3 years 8 nonths.
However, as pointed out by Representative Seaton, vested
interests could grow during that span under anticipation that
the tax holiday would be there for them Those interests would
know now at the outset that it would not be there for them
Therefore, the anmendnent is designed to offer sone anount of
confort to both sides, and also put the state in a position
where the maxi mum benefit is arrived to the people from the
“"taxation scheme that we have."

2:04: 22 PM

REPRESENTATI VE HERRON asked whether the new bill section
Section 2, proposed by Amendnent 13 is a business license that
shal | be obt ai ned.

REPRESENTATI VE JOSEPHSON responded yes, the anendnent was
witten so that it attaches itself to the mning tax statute

which is the mning license tax. It uses the |anguage "business
of mning" in the narrative at line 5 of the anendnent, but he
thinks this part of the mning license tax. It would repeal the

reprieve fromtax effective January 1, 2020.

MR. SPANCS clarified the mning license is in lieu of a business
t ax. So, a person only in the business of mning can obtain a
mning license through the Tax Division, and a business |icense
woul d be unnecessary.
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CO- CHAIR TALERI CO surm sed that a typical business license is
not required for mning due to the mning |icense.

MR. SPANCS replied correct. |If mining is the only business then
obtaining a business license is not required; if a person is
bui l di ng roads and m ning, a business |license would be required.
If just mning, the mning tax license is in lieu of a business
license; the Tax Division admnisters that and when a person
gets a license the person nmust then file a tax return.

REPRESENTATI VE SEATON offered that Section 2 refers to a person
obtaining a license, and Section 10 reads that it takes effect
after January 1, 2020. He asked whether page 2, line 13, of the
anendnent neans that people do not need to get a mining |icense
until January 1, 2020, because Version N, [page 1, lines 6-7

states, "(a) a person prosecuting or attenpting to prosecute or
engaging in the business of mning in the state shall obtain a
license fromthe departnent."”

2:08: 00 PM

The committee took an at-ease from2:08 p.m to 2:14 p. m

2:14: 20 PM

REPRESENTATI VE SEATON said the construction of Anmendnent 13 is
conf usi ng. He understood that the [anendnent] reinserts the
original bill |anguage that the three year tax exenption goes
away, but starting in 2020. He further understood that Section
6 of the anmendnent would not apply to current m nes. It sinply
says to stay with the three year exenption until 2020 and then

the tax exenption will go away.

REPRESENTATI VE JOSEPHSON held that Anendnent 13 captures a
couple of concerns. One is that in the near term there probably
will not be anyone who would be affected in regard to tax
exenpti ons. He rem nded the commttee of testinony on various
bills regarding resource developnent that it is inportant not to
pull the rug out and disrupt sonmething and nake it |ess viable.
This amendnent allows that if a conmpany is in the early phase of
devel opnent, the conpany knows before neking serious investnent
that there has been a change in the 65-year-old policy. He
recalled that in HB 247 the ~conmttee |ooked at the
affordability of tax credits. He pointed to a discussion of the
Pebble Mne from M. [Brune] of receiving $200 mllion, which
included all sorts of revenue and not solely the mning |icense
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t ax. Amendrment 13 would achieve sone balance between the
adm nistration's position, which was a nore abrupt end, and a
nearly four year extension of the exenption.

2:17: 03 PM
REPRESENTATI VE HERRON nai nt ai ned hi s objection.

A roll call vote was taken. Represent ati ves Josephson, Tarr
and Seaton voted in favor Amendnent 13. Representatives Herron
Johnson, Talerico, and Nageak voted against it. Ther ef or e,
Amendrent 13 failed to be adopted by a vote of 3-4.

2:18: 08 PM

COCHAIR TALERICO clarified for the record that Anmendnent 3,
| abel ed 29- GH2924\ N. 8, Shutts/ Nauman, 3/29/16, had been adopted
[at the previous hearing]. That anendnment established a
| egi sl ative working group to study the tax structure for mning.

REPRESENTATI VE JOSEPHSON noted that Anmendnent 4, |abeled 29-
GH2924\ N. 16, Nauman, 3/30/16, had also been adopted [at the
previ ous hearing]. That anendnment was in regard to deductions
of the credit against royalty.

2:19: 02 PM
CO CHAI R TALERI CO opened conm ttee di scussion

REPRESENTATI VE SEATON rel ated his appreciation for the adoption
of a working group because mning taxes are conplex and the goal
is to align the industry's needs with the needs of the state and
broad based taxes. He reiterated that the anobunt of revenue
being generated from all of the different industries, such as
t obacco and al cohol at $40 nmillion and the fishing industry at
$13 mllion. The committee is discussing many things and the
state does not have as nuch new revenue to try to balance the
state's books from this industry as the state receives from
ot her industries. In nmoving forward, he is hoping the working
group can help the legislature bal ance between the industry as
wel | as the broad-based taxes.

REPRESENTATI VE JOSEPHSON offered his appreciation for the
conm ttee taking sone of the governor's positions - reducing the
exenption by six nonths and increasing the mning |icense tax by
a percentage point. Even though he gained enornously from
visiting the Fort Knox Mne, he related, part of this relates
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back to the legislative research Mnerals Extraction Report,
which said the resource value, for exanple in 2009, was just a
hair under $2.5 billion, and the state received as governnent
revenues a percentage of the $2.5 billion at 2.76 percent. That
appears to be a small nunber, but obviously the conmttee has to
remove itself fromthe oil and gas industry because even though
that is capital intensive, this is really capital intensive and
they are just different animals. He said he is glad the
| egislature intends to continue to study this issue.

CO CHAIR TALERICO said the committee will forward Representative
Herron's request to the bill's next committee of referral.

2:22: 32 PM

CO-CHAIR NAGEAK noved to report the proposed conmttee
substitute for HB 253, Version 29-GH2924\ N, Nauman, 3/17/16, as
anended, out of committee w th individual recomendations and
t he acconpanying fiscal notes. There being no objection, CSHB
253(RES) was passed fromthe House Resources Standing Conmttee.

2:23:01 PM
The commttee took an at-ease from2:23 p.m to 2:26 p. m

HB 286- FI SH & GAME: OFFENSES; LI CENSES; PENALTI ES

2:26: 42 PM

CO- CHAI R TALERI CO announced that the final order of business is
HOUSE BILL NO 286, "An Act relating to sport fishing, hunting
or trapping licenses, tags, or permts; relating to penalties
for certain sport fishing, hunting, and trapping |I|icense
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 gane
of fenses; relating to comercial fishing violations; allowng
| ost federal matching funds from the Pittnman - Robertson
Dingell - Johnson/VWallop - Breaux prograns to be included in an
order of restitution; adding a definition of 'electronic form;
anending Rule 5(a)(4), Alaska Rules of Mnor Ofense Procedure;
and providing for an effective date."

2:27: 09 PM
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CO CHAI R NAGEAK noved to adopt the proposed conmittee substitute
(CS) for HB 286, version 29-GH2958\E, Bullard, 3/30/16, as the
wor ki ng docunent .

CO CHAI R TALERI CO obj ected for discussion purposes.
2.:27:36 PM

KEVI N BROOKS, Deputy Conmm ssioner, Ofice of the Comm ssioner,
Al aska Departnent of Fish & Gane (ADFG, explained the changes
in Version E. Drawing attention to the title, page 1, line 5,
he advised that a sem -colon has been added that creates an
exenption from paynment of restitution for certain unlawful
takings of big gane aninmals. Referring to Section 3, page 2,
line 21, he noted that the words "tag or permt" were renoved
from an item that can be correctable, and also renoved is a
reference to the court. This change thereby allows a person to
correct a violation at any office of the Departnent of Public
Safety (DPS). He explained that the words "tag and permt" were
deleted after a Senate Resources Standing Conmttee hearing
wherein there was a fair anount of discussion about the ability
to fix a license, but a tag or permt have different purposes
such as recording harvest, and it appeared nost appropriate to
remove the words tag and permt.

MR. BROCKS said the third change is in Section 17 on page 5,
line 6, where the words, "and (c) of this section,” are added.
This cones into play in Section 18 as the changes are worked out
to AS 16. 05. 925. He turned to the fourth change, page 5, lines
14-25, and said those reflect changes that Co-Chair Talerico's

office recomended to the bill on the restitution anmpbunts. The
fifth change is to page 5, line 26, where Section 17 was del eted
from the previous bill because there was a typo and it was a
redundant secti on. The sixth change on page 5, lines 26-31,
creates a new section that provides that a court nay not order
restitution under Section 17 of this bill in a case where the
defendant voluntarily turns themselves in and is charged with a
vi ol ation offense. It also provides that a person nust

voluntarily and inmmediately report to the Al aska Departnent of
Fish & Ganme or the Departnent of Public Safety the violation
that he/she commtted in order to qualify for this affirmtive
defense. This change is in response to testinony that was heard
and questions that were received about the bill. The seventh
change is on page 6, lines 21-22, and is a correction to a
typing error in the drafting. The eighth change is to page 7,
line 7, which deletes Section 27 of the original bill that
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referenced a court rule. Through consultation with the court
systemthis was deenmed unnecessary and so it was del et ed.

2:31:43 PM

REPRESENTATI VE JOSEPHSON referred to Section 6 [page 3, |lines
12-21], and said it appears that comrercial fishing violations
woul d no longer be jailable offenses. He inquired as to why the
possibility of jail for a comercial fisheries violation was
al tered.

MR. BROOKS deferred to Aaron Peterson, Departnent of Law.

AARON PETERSON, Assistant Attorney General, Crimnal D vision,
Departnment of Law (DOL), responded that there was not a
possibility of jail wunder AS 16.05.722 previously. There was
and still remains in AS 16.05.723 m sdeneanor commercial fishing
penalties up to inprisonnent for not nore than one year or a
fine of up to $15,000, and that does still remain and is not
affected by the change in AS 16. 05. 722.

REPRESENTATI VE JOSEPHSON referred to Section 8, page 3, lines
25-29, and the taking a brown or grizzly bear wthin one-half
mle of a solid waste disposal facility. He noted the bill
renoves the potential crimnality of that action, and asked
whether it instead inposes a fine w thout cul pable nmental state.

MR. PETERSON answered that it takes out "with crimnal
negl i gence" because the default nental state in Title 16
offenses is civil negligence. The Al aska Suprene Court found
that under State v. R ce, which was reaffirnmed by the Court of
Appeals in 1999. To say that sonething required a nental state
of crimnal negligence would actually raise the burden because
it is msdeneanors being tal ked about here. It's a Cass A
m sdenmeanor and would be treated as such which carries a
potential jail sentence of up to one year. There is a potenti al
that it could be charged with a violation but, if it is charged
with a m sdeneanor then it does carry a potential penalty of up
to one year.

2:35:59 PM

REPRESENTATI VE JOSEPHSON noted that the bill reads that hunting
violations within an X feet or yards from the Yukon to the
Arctic will no longer be jailable. He asked why that policy
decision is good, bad, or indifferent. He said Section 12 of
the original bill treated that type of offense in that
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geographic region as a violation only, and Version E appears to
keep it at a m sdeneanor.

MR. BROCKS offered that the prior Section 12 is now Section 13
in Version E.

REPRESENTATI VE JOSEPHSON concurred, and said the question
remains.

MR. BROOKS explained that it retains the original |anguage and
adds this option so that |aw enforcenent has the opportunity to
charge it as one or the other, it does not replace it but rather
adds the option.

2:37:46 PM

REPRESENTATI VE JOSEPHSON referred to Sections 15, 19, and 20, of
the original bill, and surm sed that Section 15 makes it |ess of
a penalty to interfere with a salnon stream and it would no
| onger be a jailable penalty. He asked what the bill does about

the crimnality of interfering or deterring anadronous streans
in regard to the above sections.

MR. BROOKS replied that the bill is trying to make consistent
the charges for all of these infractions, and provide for the
opportunity to charge themin a nore severe nmanner when there is
a cul pable nmental state. He deferred to M. Peterson.

MR. PETERSON responded that the entire purpose of nobst of these
changes is to add the ability to charge with violations where
appropri ate. For exanple, under Section 15 the Departnent of
Public Safety and Departnent of Law would retain the ability to
charge and prosecute a C ass A m sdeneanor for AS 16.05.831. It
gives flexibility where necessary. Specifically, with respect
to Sections 15 and 20, it actually just changes the specific
penalties previously in place. For exanple, in Section 20 it
was previously a fine of not less than $100 and not nore than
$500. Version E deletes that |anguage and replaces it with the
standard C ass A m sdeneanor range which is a fine of up to
$10,000 and jail time up to one year. It allows uniformty in
prosecuting what would be expected from a Cass A ni sdeneanor,
in addition to changing sonme of the other penalties and adding
in the ability to be charged where appropriate as a violation.
He reiterated it is already available in many of the charges in
Title 16 and in the Adm nistrative Code, but for whatever reason
there was not that flexibility in several of the statutes and
that is what is being addressed here.
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2:41: 09 PM

REPRESENTATI VE JOSEPHSON noted the original bill provided that
if a person commits a violation, restitution may be inposed;
under Version E, if the person tells the authorities the person
may be shown sone pity. He asked why, if the public understood
that, people would not just do that in record nunbers.

MR. BROOKS answered that this amendnent cane from previous
testinmony and it is trying to put the current practice into the
law. Currently, there is self-reporting which the Departnent of
Public Safety encourages, such that if a person takes a npose

and finds the rack is one-half inch too small to be legal, if
the person imediately takes action to self-report, the
departnment wants to recognize that action. That person wl|
still pay a fine and | ose the noose, but the person would not be
puni shed to | ose his/her weapons or other things that m ght have
happened under a different circunstance. It is absolutely neant

to act as an incentive to self-report where an accidental
vi ol ati on has occurr ed.

BRUCE DALE, Director, Division of WIdlife Conservation, Al aska
Departnment of Fish & Gane (ADF&S), said another requirement is
that the person nust salvage and care for the neat and deliver
the meat to the state because it is property of the state, and
then the neat is put to use. So that is another reason that
restitution mght not be required.

REPRESENTATI VE  JOSEPHSON asked whether from a «citizen's
standpoint there would be greater vulnerability in reporting
because now the Alaska Departnment of Fish & Ganme (ADFG and
Department of Public Safety (DPS) would ask where the citizen
was |ocated, would cone to the citizen, and that person could
now be charged, theoretically jailed, and civilly fined. He
said that perhaps that strikes the proper balance in that
restitution would not be charged, the civil fine, and probably a
suspended jail sentence could be inposed.

MR. BROOKS replied that the person in the above scenario would
pay a fine and |lose the animal, and not have anything nore; so
it is trying to strike that balance being referred to.

2:44: 52 PM

COCHAIR TALERICO comented t hat he under st ands what
Representati ve Josephson neans when soneone is pulled over at
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1:30 a.m headed down the highway with an illegal npose in the
back and the person's first response is that he was headed to
|aw enforcenent to advise of the taking of the illegal noose.
He opined that there was a Ilot of judgenent from the
muni ci pality he previously served in as it had issues a few
tines. He pointed out that the Departnent of Public Safety is
good at determ ning how accurate those statenents m ght be.

CO CHAIR TALERICO drew attention to page 5, lines 14-25, which
i ncl udes changes made by his office and commented that he had
t hought about the actual neat values of sonme of these aninals.
He pointed out that if the state is to discourage people from
doing this, the state should be closer to charging them full
val ue rather than a discount rate on vol une.

2:46: 47 PM

REPRESENTATI VE TARR observed that in conparison to the origina
version of the bill alnost all of the fines increased except the
bl ack bear and wol verine. She asked the rationale.

CO- CHAIR TALERI CO said he has seen poaching situations happen
where he lives and generally the black bear and wol verines are
not "hot itenms,” whereas noose is the "big ticket item" He
posited that the general increases serve as a deterrent for
peopl e to poach ani mal s.

REPRESENTATI VE HERRON pointed out that in his district there is
no cl osed season on bl ack bear, every Al askan can take five, and
this species has actually becone a nuisance to the npbose cal ves.
The wol verine is hard to catch anywhere.

2:48: 42 PM

CO- CHAI R TALERI CO renoved his objection to adopting Version E as
t he working docunent. There being no further objection, Version
E was before the conmittee.

CO CHAI R TALERI CO opened public testinony on HB 286, Version E
2:49: 17 PM

AL BARRETTE related that he would |like to see the word "sport"
removed from the words sport fishing. He commented that the
state has subsistence fishermen not required to have a l|icense

to engage in subsistence fishing. Therefore, tens of thousands
of Al askans are not paying in to the system and it falls upon
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ot her users, such as sport fish and comercial fish, to nake up
that |oss of revenue. He then referred to Section 5, page 3,
lines 7-11, which read:

(d) In addition to any penalty inposed under (a)
or (b) of this section, a person may be ordered to pay
restitution to the state equal to the anount of any
| ost state or federal matching funds from the Pittman
- Rober t son, Di ngel | - Johnson/Wallop - Br eaux
progranms incurred from the person's violation of AS
16.05.330 - 16.05.420 or a regulation adopted under
this chapter, AS 16.20, or AS 16. 40.

MR. BARRETTE suggested that instead of the nobney going to the
general fund, it go to the fish and ganme fund because that is
where noney fromthose acts goes.

MR. BARRETTE turned to Section 6, page 3, lines 17-20, and noted
the fines were doubled for the first two convictions and did not
quite double for the third conviction. In Section 17, page 5,
lines 14-25, regarding restitution, he noted that bison, deer,
el k, goat, and noose are all over two tinmes the original anount.
He asked why fish convictions are only doubled while several big
ganme species are nore than two tinmes the original anopunt.

2:51:13 PM

REPRESENTATI VE TARR requested the departnent to respond to M.
Barrette's suggestion of deleting "sport"” from sport fish. She
understood that subsistence fishing is managed differently than
sport fishing or comrercial fishing.

MR. BROCKS confirnmed that the three types of fisheries certainly
are managed differently. Sport fishing has been in statute for
many years, he said. The departnent recognizes the different
types of fishing, such as sport, personal use, commercial, and
it is not a change the departnent woul d advocate.

MR. BROOKS addressed M. Barrette's other suggestions. He
clarified that the fines currently go into the fish and gane
f und. There is a distinction between civil and crimnal, but

they would go into the fish and gane fund. He recalled previous
testinmony by Major Chastain regarding how the fines were set
and explained there was an attenpt to tie those to [consuner
price index (CPl)] increases. Referring to the fines in Section
6, he explained that commercial fishing, as well as the original
restitution amounts, were tied to CPl adjustnents.
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CO CHAI R TALERI CO t hanked M. Barrette for his testinony.

MR. BARRETTE referred to Section 18, page 5, line 29, which
states, "voluntarily and immedi ately reported the taking to the
departnent”, and suggested a definition be given for how nuch
time is neant by "inmediately" self-reporting.

CO- CHAIR TALERICO closed public testinony after ascertaining
that no one el se wished to testify.

2:54:11 PM

REPRESENTATI VE JOSEPHSON noved to adopt Amendnent 1, | abeled 29-
GH2958\E. 1, Bullard, 3/31/16, which read:

Page 5, following line 28:
| nsert a new paragraph to read:
"(1) had the license, tag, and permt
required by AS 16.05.340 for the species of aninal
t aken; "

Renunber the followi ng paragraphs accordingly.
[ CO- CHAI R TALERI CO obj ected to the anmendnent. ]

REPRESENTATI VE JOSEPHSON expl ai ned Anendnent 1. He said his
concern wth affirmative defense, which allows soneone to
voluntarily and imediately report an illegal taking to avoid
restitution, is that there should be the sinple screen that the
person is already licensed, tagged, and permtted under Title 16
for the species taken. O herwise, the commttee is saying the
person can be in violation of fundanental Title 16 provisions.
He posited that a hunter without the license, tag, or permt
shoul d be penalized because he/she is not playing fair or by the
soci al contract. Amendnent 1 would create a new paragraph (1)
at page 5, after line 29, because comng to the plate and having
not followed the requirenments is not worthy of restitution.

CO- CHAIR TALERICO clarified that he objected to Amendnent 1. He
request ed ADF&G to speak to the anendnent.

MR. BROCKS expl ained that the departnment's interpretation of how
it would work is that if a person self-reported and didn't have
a license or tag, that person would have nmany other problens
besides the taking of an illegal aninal. The depart nment
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believes it is inplied and so the amendnent is unnecessary, but
t he amendnent cannot hurt anything either.

2:57:12 PM

REPRESENTATI VE JOHNSON posited that soneone hunting wthout a
license is unlikely to self-report anyway and so he does not see
a real need for the amendnent.

REPRESENTATI VE HERRON described the anmendnent as a belts and
suspenders anmendnment and he thinks it is fine.

REPRESENTATI VE TARR understood that wthin this section a
defendant nmay not be ordered to pay restitution. She surm sed
that through that process the person would not be charged wth
an illegal taking if the person had a license, tag, or permt.

MR. BROCKS replied that a person could be guilty of an illega

taking and not having a license, there would be nultiple
i nfractions. He pointed out the word is "may" and so there is
that discretion. He reiterated that it would not be the

practice to provide for this if the person didn't already have
the appropriate license and tag.

REPRESENTATI VE SEATON stated he is not sure that this is a "my"
because Version E states "may not" and a "may not" does not have
flexibility as defined in the statutes. A "nmay not" neans that
a person cannot be required to pay restitution if the person

fulfills these things. He said Anendnent 1 ascertains that a
person has the required docunentation because otherwi se the
person could be required to pay restitution. The anendnent

doesn't harm anyt hi ng and does hel p.

2:59:52 PM

REPRESENTATI VE TARR posed a scenario in which the hunter has a
license, tag, or permt but takes an aninal out-of-season or an
illegal fenuale. She asked whether that would be a circunstance
where the person would potentially have to pay restitution.

MR. BROOKS answered that if a person is appropriately |icensed

and takes an illegal animal, but then takes steps to imediately
report, that person would not be subject to restitution. He
advi sed that often soneone has been in the field for a couple of
days tracking an animal and realizes it's an illegal animl, but
t hen soneone else conmes in and shoots it in front of them and
the first hunter will call it in. So, other people in the field
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will report and there is cell phone coverage in many parts of
the state. There are ways the troopers have in determning the
effort taken to imediately report, such as whether the troopers
received a call from sonmeone else before receiving a call from
the person who illegally took the animal and these things would
be factored in.

REPRESENTATI VE TARR surm sed that a person would have to possess
the required license, tag, and permt, and also immedi ately
voluntarily report the taking to the departnent, and also
surrender to the departnent. She therefore inquired whether the
bill |anguage needs to include the word "and" so that al
requi renents are nmet and not an either or requirenent.

MR. BROOKS asked whether Representative Tarr is suggesting an
anmendnent to the anmendnment to add the word "and".

REPRESENTATI VE SEATON pointed out that in sentence construction
if "or"™ is at the last then they are all "or"; if "and" is at
the last then they are all "and". So, in this case, all three
requi renents woul d have to be net.

3:02: 42 PM

CO- CHAIR TALERI CO renoved his objection to Amendnment 1, saying
he thinks it would provide sone clarity. There being no further
obj ection, Anendnent 1 was adopt ed.

3:03: 05 PM

REPRESENTATI VE JOHNSON asked how these proposed fines align with
other states in terns of the Interstate WIdlife Violators
Conmpact; for exanple, whether other states charge the sane
anount or the sanme kind of parallels.

MR. DALE related that after the previous hearing, the departnent
investigated that issue and found that nmany western states have
restitution fees even higher than these. However, he continued,
there was enough variation that the departnent did not feel
confortabl e having a defensive statenent because, as of yet, not
many states have been poll ed.

REPRESENTATI VE JOHNSON suggested that while polling those states
the departnment mght want to also ask how another state would
treat a resident violator from Al aska, and also consider how
Al aska would treat an out-of-state violator, because a |ot of
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di screpancy is given to the states in the Interstate Wldlife
Vi ol at ors Conpact.

3:05:01 PM

CO CHAI R NAGEAK noved to report CSHB 286, Version 29-GH958\E
Bul l ard, 3/30/16, [as anended], out of commttee w th individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 286(RES) was reported out of the House
Resources Standing Comm ttee.

3:05:35 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:05 p. m
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