SENATE FI NANCE COWM TTEE
April 16, 2016
9:07 a.m

9:07: 07 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:07 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Tom Wight, Staff, Senator M ke Chenault; Representative
Gabrielle LeDoux, Sponsor ; Brodie  Anderson, Staff,
Representative Steve Thonpson; Est her M el ke, Staff,
Representati ve Bob Lynn; Konr ad Jackson, Staff,
Representati ve Kur t A son; Jerry Bur nett, Deputy
Conmi ssioner, Treasury Division, Departnent of Revenue;
Representative Ws Keller, Sponsor; Benjam n Huber, Staff,
Senator M ke Dunleavy; Erin Shine, Staff, Senator Anna
MacKi nnon; Thor St acey, Al aska  Prof essi onal Hunt ers
Associ ation, Juneau; Kevin Brooks, Deputy Comm ssioner,
Departnment of Fish and Game; Mark Luiken, Comm ssioner,
Departnent of Transportation and Public Facilities; Heather
Fair, Chi ef, Statewide Right of Wy, Departnment  of
Transportation and Public Facilities; Janak Mayer, Chairman
and Chi ef Technol ogi st, enal yti ca.

PRESENT VI A TELECONFERENCE

April  WI kerson, Di rector, Division of Administrative
Ser vi ces, Depar t ment of Corrections; Jeff Edwar ds,



Executive Director, Parole Board; Tom Brookover, Director,
Division of Sport Fish, Departnent of Fish and Game; Seth
Beausang, Assistant Attorney, Departnent of Law

SUMVARY
SB 130 TAX; CREDI TS; | NTEREST; REFUNDS; O & G

SB 130 was HEARD and HELD in commttee for
further consideration.

CSHB 41( FI N) am
SPORT FI SHI NG SERVI CES

CSHB 41(FIN) was HEARD and HELD in conmittee for
further consideration.

CSHB 83( JUD)
REPEAL COLLECTION OF CIVIL LITIG |INFO

CSHB 83(JUD) was REPORTED out of conmttee wth
"no recomendation" and wth three previously
publi shed zero fiscal not es: FN 3(ADM; FN
4(LAW; FN 5(AJS).

CSHB 100( FI N)
UREA/ AMVONI A/ GAS- LI Q FACI LI TY; TAX CREDI T

SCS CSHB 100(FIN) was REPORTED out of commttee
with a "do pass" recomendation and wth the
previously published fiscal note: FN2 (REV).

CSHB 155( FI N)
FEES; WAI VERS; CREDI TS; DEDUCTI ONS; TAXES

SCS CSHB 155(L&C) was REPORTED out of committee
with "no recommendation” and with one new zero
fiscal note fromthe Departnment of Revenue.

CSHB 156( EDC) am
SCHOOL ACCOUNTABI LI TY MEASURES; FED. LAW

SCS CSHB 156(FIN) was REPORTED out of commttee
with "no recommendation” and with one new zero
fiscal note from the Departnent of Education and
Early Devel opnent.
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CSHB 231(FI N)
EXTEND BOARD OF PARCLE

SCS CSHB 231(STA) was REPORTED out of commttee
with "no recommendation” and with the previously
publ i shed fiscal inpact note: FN 3(COR).

HB 259 RELOCATI ON ASSI STANCE FOR FED. PRQJ/ PROG

HB 259 was HEARD and HELD in committee for
further consideration.

CSHB 375(FI N)
ELECTRONI C TAX RETURNS & REPORTS

CSHB 375(FIN) was REPORTED out of conmittee with
"no recommendation” and wth one previously
publ i shed indeterm nate fiscal note: FN 1(REV)

#hb100
CS FOR HOUSE BILL NO. 100(FI N

"An Act establishing a credit against the net incone
tax for an in-state processing facility that
manuf act ures urea, amonia, or gas-to-liquid products;
relating to establishing the value of the state's
royalty share of gas production based on contracts
with certain in-state processing facilities that
manuf acture urea, amonia, or gas-to- liquid products;
and providing for an effective date.”

9:08: 01 AM
AT EASE

9:08: 28 AM
RECONVENED

9:08: 55 AM

TOM WRI GHT, STAFF, SENATOR M KE CHENAULT, explained the
| egi sl ati on.

9:11: 02 AM
AT EASE

9:11:17 AM
RECONVENED
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9:11: 22 AM

Senat or Bi shop MOVED to ADOPT Anendnent 1, 29-LS0423\S.4
Nauman, 4/12/16 (copy on file):

Page2, |ine 8:

Del ete “and”
Page 2, line 20, following the second occurrence of
113 gaS” :

I nsert “; and

(3) the agreenent requires, to the nmaxi num extent
permtted by law, the |lessee to

(A) hire qualified residents from throughout
the state for the managenent, engineering,
construction, operation, and maintenance of,
and other positions for, a natural gas
pi pel i ne project;

(B) establish hiring facilities in the state
or use existing hiring facilities in the
state; and

(C use, as far as practicable, the job
centers and associated services operated by
the Departnent of Labor and \Workforce
Devel opnent and an Internet-based | abor
exchange system operated by the state”

Page 3, line 5, followi ng “shall”:
Insert” (1)”

Page 3, line 10, follow ng “gas”:
Insert “; and denonstrate to the departnent that
t he taxpayer, to the maxi num extent possible,

A) hires qualified residents from throughout the state
for t he managenent , engi neering, construction

operation, and nmaintenance of, and other positions
for, a natural gas pipeline project;

(B) establishes hiring facilities in the state or uses
existing hiring facilities in the state; and
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(C wuses, as far as practicable, the job centers and
associated services operated by the Departnent of
Labor and Workforce Devel opnent or an Internet-based
| abor exchange system operated by the state”

Co- Chair MacKi nnon OBJECTED for DI SCUSSI ON.

Senator Bishop explained the anendnent. He stated that it
conpl enented the intent of the bill.

Senator Hoffman wanted to be |listed as a sponsor of
Amendnent 1.
Senator Dunleavy queried the change to page 2, line 6.

Senator Bishop replied that the job center system would be
used to access the labor in the state.

Senat or Dunl eavy surm sed that private and public entities
coul d access the system Senator Bi shop agreed

9:13: 58 AM

Senator O son wondered if there were any disagreenents
between Pt. Thonpson as opposed to Cook Inlet, as related
to constitutionality. Senator Bishop replied in the
negati ve.

Senat or a son wonder ed whet her t he amendnent was
constitutional. Senator Bishop replied in the affirmative.

Senator O son asked whether the sponsor was in support of
t he amendnent. Senator Bishop replied in the affirmative.

Co- Chair MacKi nnon asked whether the sponsor was in support
of the amendnent. M. Wight replied in the affirmative.

Vice-Chair Mcciche supported the anendnent. He asked to be
a cosponsor of the anmendnent. He did not feel that the bill
created an issue with constitutionality.

Co- Chair MacKi nnon W THDREW the OBJECTION. There being NO
OBJECTI ON, Anendnent 1 was adopt ed.

Vi ce-Chair M cciche explained the fiscal note.
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Vice-Chair Mcciche MOVED to report SCS CSHB 100(FIN) out
of Commttee wth individual reconmendations and the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SCS CSHB 100(FIN) was REPORTED out of commttee with a "do
pass” recommendation and wth the previously published
fiscal note: FN2 (REV)

9:17:28 AM
AT EASE

9:20:49 AM
RECONVENED

#hb83
CS FOR HOUSE BILL NO. 83(JUD)

"An Act relating to collecting information about civil
l[itigation by the Al aska Judicial Council; repealing
Rule 41(a)(3), Alaska Rules of Givil Procedure, and
Rules 511(c) and (e), Alaska Rules of Appellate
Procedure; and providing for an effective date."

9:21:13 AM

Vi ce-Chair M cci che di scussed t he t hree previ ously
publ i shed fiscal notes.

9:22: 33 AM

REPRESENTATI VE GABRI ELLE LEDOUX, SPONSOR, discussed the
| egi sl ati on:

In 2005, Alaska noved away from a defined benefit
(DB) to a defined contribution (DC) retirement system
for public enployees hired after July 1st, 2006. Both
the DB and DC plans contain risks and benefits to
enpl oyees and enployers. Wth a DB plan cones the

advantage of professional noney managenment, | ower
fees, pooled risk and long terminvestnent strategies.
However, enpl oyers carry significant risk i f

investnment returns fall short or actuarial predictions
prove inaccurate, which they are shielded fromin a DC
plan. Taking both of these points of view into
account, the Variable Benefit Retirement System (VBRS)
was devel oped.

Senat e Fi nance Comm ttee 6 04/ 16/ 16 9:07 A M



The goal of the VBRS is to fund a retirenent system
for public safety enployees through enployee and
enpl oyer contributions that wll provide for self-
sufficient retirees and pr ot ect enpl oyers and
taxpayers fromthe liability suffered in the event of
plan shortfalls. It affords public safety enployees
the distinct advantages and efficiencies of a DB plan
by guaranteeing a benefit |evel and nedical stipend,
and affords enployers the fiscal discipline and
control of a DC plan by maintaining a fixed 22%
enpl oyer contribution and adjusting benefit levels to
address any changes in the size of the fund. O her
features of the plan include:

O The ability to adjust COLA, mninmum retirenment
ages, adjustable nedical stipend and adjustable
enpl oyees contribution rates to deal W th
shortfalls and maintain a healthy fund

[0 Protection agai nst overti me-spiKking

0 Lower assumed growth rate (7% to provide
cushi on agai nst shortfalls

Al aska’s public safety enployees are faced wth
extrenely taxing careers. Longevity is not assured and
must be factored into any plan design created for
public safety organizations. The VBRS represents not
only a conpron se between enpl oyees and enpl oyers, but
presents those who risk their lives to protect our
state with a better opportunity to achieve security
and self-sufficiency in retirenent.

Senator O son wondered whether the bill saved noney for the
private sector attorneys. Representative LeDoux replied in
the affirmative.

MOVED to report CSHB 83(JUD) out of Conmittee wth
i ndi vidual recommendations and the acconpanying fiscal
notes. There being NO OBJECTIQN, it was so ordered.

CSHB 83(JUD) was REPORTED out of comittee wth "no
recommendation” and with three previously published zero
fiscal notes: FN 3(ADM; FN 4(LAW; FN 5(AJS).

9: 24: 04 AM
AT EASE
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9: 24:

57 AM

RECONVENED

#hb155
CS FOR HOUSE BILL NO. 155(FIN)

9: 25:

"An Act repealing an exploration incentive credit;
anmending the calculation of adjusted gross incone for
purposes of the tax on ganbling activities aboard
| ar ge passenger vessels; repealing the anmount that may
be deducted from the notor fuel tax to cover the
expense of accounting and filing for the nonthly tax
return; repeal i ng a provi si on al | owi ng an
i nvestigation expense under the Al aska Small Loans Act
to be in place of a fee required under the Al aska
Busi ness License Act; repealing the anmobunt that may be
deducted from the tobacco excise tax to cover the
expense of accounting and filing for the nonthly tax
return; repealing the discount on cigarette tax stanps
provi ded as conpensation for affixing the stanps to
packages; and providing for an effective date."

15 AM

Vi ce-

not e.

9: 26:

Chair Mcciche discussed the one indeterm nate fisca

08 AM

BRCOD

E ANDERSQON, STAFF, REPRESENTATIVE STEVE THOVPSON,

explained the bill:

House Bill 155 repeals the followng indirect
expendi t ur es:

Smal | Loan Conpany Busi ness License Exenption

Expl oration Incentive Credit

Tobacco Product Tax Deduction for Tinely Filing
Cigarette Tax Stanp D scount

Mot or Fuel Tax Tinmely Filing

Large Passenger Vessel Ganbling Tax Deduction

The indirect expenditures repealed in HB 155 were
selected for repeal for one or nore of the follow ng
reasons. The expenditures did not neet |egislative
intent, had Ilimted benefit or usage, and were
obsolete due to inactivity or repl acenent by
electronic filing. By elimnating these kinds of
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indirect expenditures, the state can recoup revenue
that had previously gone uncollected. The repeals were
based off of the recommendations found in the 2015
| ndi rect Expenditure Report

9:27: 08 AM
AT EASE

9:27: 54 AM
RECONVENED

9:27:57 AM

Vice-Chair Mcciche clarified that the indetermnate fisca
note reflected a net positive to the state.

Co- Chair MacKinnon queried closing remarks. M. Anderson
replied that the sponsor hoped to nove the bill from
conm ttee.

Vice-Chair Mcciche MOVED to report SCS CSHB 155(L&C) out
of Commttee wth individual recommendations and the
acconpanyi ng fiscal note.

SCS CSHB 155(L&C) was REPORTED out of committee with "no
reconmendati on" and with one new zero fiscal note from the
Depart ment of Revenue.

9:29:11 AM
AT EASE

9:30: 02 AM
RECONVENED

#hb231
CS FOR HOUSE BILL NO. 231(FIN)

"An Act extending the term nation date of the Board of
Parol e; and providing for an effective date.™

9:30: 25 AM

Vi ce-Chair M cciche addressed the fiscal note.
Co- Chair MacKi nnon urged the commttee to support the bill.

She stressed that the commttee had not yet passed
| egislation with fiscal inpact.
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9:31:48 AM

ESTHER M ELKE, STAFF, REPRESENTATIVE BOB LYNN, explained
the bill:

In April 2015, the Al aska State Legislature Division
of Legislative Audit conpleted an audit on the Board
of Parole and found that sever al oper at i onal
i nprovenents were needed, but conclude that there is a
denonstrated public need for the board s continuing

oper ati on.
The audit makes four recomrendations to inprove board
oper ati ons. These reconmendat i ons addr ess t he
fol | ow ng:

1. The accuracy and consistency of information
contained in parole files;

2. Docunent ati on of victim and of f ender
notifications;

3. Deficiencies in proposed regulation changes;
and

4. The security of the Departnent of Corrections’
i nformati on system

In response to the audit, the Board of Parole provided
responses to the identified reconmendations. Likew se,
Department of Corrections generally agreed with the
recomendat i ons.

HB 231 fulfills the constitutional requirenent that
the State establish a parole system and accordingly
assists in keeping Al askans safe.

Senator Dunleavy queried the reason for the one-year
reduction. Ms. Melke replied that there was a desire for a
shorter amount of tine to review the changes from SB 91.

9:33: 03 AM
AT EASE

9:35:41 AM
RECONVENED

9: 36: 05 AM

Senator Dunleavy queried the high disparity in benefits
wi th the enpl oyees versus those in education.
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9:36: 51 AM

APRI L W LKERSON, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF CORRECTIONS (via tel econference),
replied that the benefits were based on the bargaining
agreenents that were set. The benefits were reflective of
the range and were consistent wth other bargaining units.
She agreed to provide a breakdown of the calculation of
benefits.

Senat or Dunl eavy noted that the adult probation officer was
a range 26 with $46,000 benefits. He noted that a deputy
director in Departnent of Education and Early Devel opnent
(DEED) was a range 22 with $30,000 benefits. He wondered if
they were separate bargaining groups, and whether there
were exenpt enployees included. Ms. W/l kerson replied that
the difference was that the probation officers was part of
the Peace Oficers Retirement, therefore they were in a 20-
year retirenment versus other simlar positions in a 30-year
retirenent.

Senat or Dunl eavy queried the Board of Parole plan, should
the crime bill beconme law. M. WIkerson responded that
there was a fiscal note that listed the specific needs, and
deferred to M. Edwards to address the intent of each
speci fic need.

9:39:15 AM

JEFF  EDWARDS, EXECUTI VE DI RECTOR, PAROLE BOARD (via
tel econference), replied that the board would need to
reduce their review tinme to dispose of the violations.

9:40: 49 AM
AT EASE

9:41: 51 AM
RECONVENED

9:41: 55 AM

Vice-Chair Mcciche MOVED to report SCS CSHB 231(STA) out
of Commttee wth individual recomendations and the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

Senat e Fi nance Comm ttee 11 04/ 16/ 16 9:07 A M



SCS CSHB 231(STA) was REPORTED out of committee with "no
recommendation” and with the previously published fiscal
i npact note: FN 3(COR).

9:42:21 AM
AT EASE

9:44: 00 AM
RECONVENED

#hb375
CS FOR HOUSE BILL NO. 375(FI N

"An Act requiring the electronic subm ssion of a tax
return or report with the Departnent of Revenue; and
providing for an effective date."

9:44:15 AM

Vi ce-Chair M cciche discussed the fiscal note

9:45: 13 AM

KONRAD JACKSON, STAFF, REPRESENTATIVE KURT CLSON, expl ained
the bill required the electronic filing of tax returns or
reports in electronic format for taxes under Title 43, or
any other taxes that may be admi nistered by the Departnent
of Revenue (DOR). He remarked that the bill contained
al l omances for a five-year extension for filing of paper
returns.

Senator O son wondered if there was a fee for paying
directly from a checking account. M. Jackson deferred to
M. Al per.

9:46: 15 AM
AT EASE

9:46: 22 AM
RECONVENED

9:46: 27 AM

Senator Bishop stressed that he did not |like the penalties,
and requested leniency during the roll out of the
provi sion. M. Jackson agreed to relay that nessage.
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Senator O son queried the plan for inplenentation in rura
Al aska. M. Jackson |ooked at Section 1(b), and noted that
there were provisions for the waivers granted by the
depart nment.

Senator O son wondered whether there was a waiver for the
corporate inconme tax. M. Jackson responded that the
depart nment currently required electronic filing for
corporate inconme tax.

9:48: 55 AM

JERRY BURNETT, DEPUTY COWM SSI ONER, TREASURY DI VI SI ON,
DEPARTMENT OF REVENUE, stated that the legislation would
apply to corporate incone tax.

Senator O son wondered whether a small mner would be
allowed a waiver. M. Burnett replied in the affirmtive.

Vice-Chair Mcciche MOVED to report CSHB 375(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

CSHB 375(FIN) was REPORTED out of conmttee wth "no
recommendat i on” and W th one previ ously publ i shed
indeterm nate fiscal note: FN 1(REV).

9:50: 30 AM
AT EASE

9:53: 20 AM
RECONVENED

#hb156
CS FOR HOUSE BILL NO. 156(EDC) am

"An Act relating to the duties of the State Board of
Education and Early Devel opnent, the Departnent of
Education and Early Devel opnent, school boards, and
school districts; relating to public school curriculum
and assessnents; relating to conpliance with federa

educat i on | aws; relating to public school

accountability; relating to a statew de assessnent
plan and review of education |aws and regul ati ons; and
providing for an effective date."
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9:54: 00 AM

Vice-Chair Mcciche MOWED to ADOPT Anmendnent 1, 29-
LSO566\R. 1, d over, 4/15/16 (copy on file):

Page 16, lines 17 - 18:

Delete “(1) possesses a valid teacher certificate
i ssued under AS 14.20; and

(2) teaches the class or program under a contract with
t he school .”

Insert “(1) possesses a valid teacher certificate
i ssued under AS 14.20 and is enployed under a contract
wi th the school; or

(2) is supervised by a person who neets the
requi renents under (1) of this subsection.”

Page 16, followi ng line 23:
| nsert a new subsection to read:

“(c) Before a person teaches a class or program under
(a)(2) of this section,
(1) the person nust be approved by the school
board; and
(2) the school shall notify the parents of
students in the class or program of the person’'s
credentials.”

Co- Chai r MacKi nnon OBJECTED for DI SCUSSI ON.
Vi ce-Chair M cciche expl ai ned Arendnent 1.

Senat or O son expressed concern about the ability of health
professionals to be on special presentation for the rura
school and urban schools that were separate from the road
system He wondered whether the anmendnent allowed for that
access.

Vice-Chair Mcciche replied in the affirmative. He stressed

that, as part of the curriculum additional presenters
coul d be approved by the school board.
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Co- Chair MacKi nnon W THDREW the OBJECTION. There being NO
OBJECTI QON, Anendnent 1 was adopt ed.

9:58: 06 AM
AT EASE

9:58: 06 AM
RECONVENED

Vi ce-Chair M cciche MOVED to ADOPT Conceptual Anmendnent to
Amendnent 1 (copy on file):

Page 1, lines 13 - 14:

Delete all material and insert:

“(2) the person’s credentials nust be available for
parents to review”

Senat or A son OBJECTED for DI SCUSSI ON.

Senator O son wondered whether the health care provider
must have their |license available for parents to review.

Senator Mcciche replied that there was required approval
by the school board. He stressed that the curriculum was
approved by the parents and the district. The responsible
party must follow the approved curricul um

Senator O son wanted to ensure that the parents could
review the |icense.

Senator Mcciche replied that wupon approval of the
curriculum parents could review the credential s.

Senator O son WTHDREW the OBJECTION to the Conceptual
Amendrent to Amendnent 1. There being NO OBJECTION, it was
so ordered.

Co- Chair MacKinnon directed Legislative Legal to apply any
t echni cal and conformng changes to nmake the  Dbill
consistent with Alaska State Statute and standards for
drafting.

Co- Chair MacKi nnon W THDREW the OBJECTION. There being NO
OBJECTI ON, Anendnent 1, as anended was adopt ed.

10: 00: 52 AM
AT EASE
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10: 01:12 AM
RECONVENED

10: 01: 15 AM

Vice-Chair M cciche discussed the new zero fiscal note.

10: 02: 19 AM
AT EASE

10: 02: 37 AM
RECONVENED

10: 02: 54 AM

REPRESENTATI VE WES KELLER, SPONSCOR, felt that the bill
woul d increase the confidence of parents to have options
for control in public education. He asserted that the bil

i ncreased transparency.

Co- Chair MacKi nnon assuned that the sponsor supported the
anmendnents. Representative Keller agreed.

Senator M cciche MOVED to report SCS CSHB 156( EDC) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

SCS CSHB 156(FIN) was REPORTED out of committee with "no
recommendation” and with one new zero fiscal note from the
Depart ment of Education and Early Devel opnent.

10: 04: 13 AM
AT EASE

10: 21: 47 AM
RECONVENED

#hb41
CS FOR HOUSE BILL NO 41(FIN am

"An Act relating to sport fishing services, sport
fishing operators, and sport fishing guides; and
providing for an effective date."

10: 22: 15 AM
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AT EASE

10: 23: 35 AM
RECONVENED

10: 23: 37 AM

Senat or Dunl eavy MOVED to ADOPT
Bul l ard, 4/15/16 (copy on file):

Pagel , linel:
Fol | owi ng *“
services,”:

| nsert *

salt water”

Fol  owi ng “and”:
| nsert *

salt water”

Page 1, line 6:
Del ete *

Sport”
| nsert
Salt water sport”

Pagel , i ne7:
Delete *

Sport”
| nsert
Salt water sport”

Pagel , | i ne8:
Del ete *

Sport”
| nsert
Salt water sport”

Page 2, line 4:
Del ete “Sport”

| nsert *“

Salt water sport”

Page 2, line 5, follow ng “annual”

| nsert “salt water”

Page 2, line 16, follow ng “provide”:

| nsert “salt water”
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Page 2, line 18, follow ng “provide”:
Insert “salt water”

Page 2, line 19, followng “current”:
Insert “salt water”

Page 2, line 21, follow ng “provide”:
Insert “salt water”

Page 2, line 22, followng the second occurrence of
1] a” :
I nsert “salt water”

Page 2, line 24, following “a”:
Insert “salt water”

Page 2, line 27, following the first occurrence of
113 a” :
I nsert “salt water”

Page 2, line 29:
Del ete “sport”
Insert “salt water sport”

Page 2, line 31, following “fishing”:
Insert “in salt water”

Page 3, line 1, following “a”":

Insert “salt water”

Page 3, line 2:

Del ete “sport fishing trip; “sport fishing services”
Insert “sport fishing trip on salt water; “salt water
sport fishing services”

Page 3, line 3, following “a”:
| nsert “salt water”

Page 3, line 5, followng “a”":
| nsert “salt water”

Page3, | i ne6:
Del ete “Sport”
Insert “Salt water sport”

Page 3, line 7, follow ng “annual”
I nsert “salt water”
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Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
Del et e

| nsert “salt
salt water”
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 3, line
| nsert “salt
Page 4, line
| nsert “salt
Page 4, line
| nsert “salt
Page 4, line
| nsert “salt
Page 4, line
| nsert “salt
Page 5, line

Senat e Fi nance Comm ttee

17, follow ng “annual”
wat er”

18, following “a”:

wat er”

21, follow ng “provide”:
wat er”

22, followng “current”:
wat er”

24, followng “current”:
wat er”

26:

“sport fishing guide may provide”

water sport fishing guide my provide
27, followng “the” in both places:
water” in both places
28, followng “A":
wat er”
29, follow ng “provide”:
wat er”
29, followng “current”:
wat er”
31, followng “providing”:
wat er”
4, following “the”:
wat er”
8, following the first occurrence of “a”:
wat er”

11, followi ng “A":
wat er”

30, following “the”:
wat er”

4.
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Del ete “sport”

I nsert “salt water sport”

Page 5, line 5, following “in”:
Insert “salt water”

Page 5, line 6:
Del ete “sport”
Insert “salt water sport”

Page 5, line 9:

Following “activities”:
Insert “on salt water”
Del ete “sport”

I nsert “salt water sport”

Page 5, line 13, followng “a”:
| nsert “salt water”

Page 6, line 19, following “(xviii)”:
| nsert “salt water”

Page 6, line 21, followi ng “(xix)”:
I nsert “salt water”

Co- Chair MacKi nnon OBJECTED for DI SCUSSI ON.
Senat or Dunl eavy expl ai ned the anendnent.

10: 24: 17 AM

BENJAM N HUBER, STAFF, SENATOR M KE DUNLEAVY, stated that
t he anendment woul d i nclude salt water.

10: 24: 30 AM

Co- Chair MacKi nnon W THDREW the OBJECTION. There being NO
OBJECTI QON, Anendnent 1 was adopt ed.

10: 24: 30 AM
AT EASE

10: 26: 23 AM
RECONVENED

10: 26: 23 AM
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ERIN SHI NE, STAFF, SENATOR ANNA MACKINNON, stated that
Amendnent 2 was no |onger necessary because of the
bi furcation of salt water and fresh water.

Senator O son wondered what would occur when a guide
entered salt water with a rod and reel. M. Shine deferred
to the departnent, but felt that they would not need a
Iicense under the bill.

Senator O son felt that he would support the bill, if the
gui des supported the bill.

10: 27: 55 AM

THOR STACEY, ALASKA PROFESSI ONAL HUNTERS ASSCCl ATI ON
JUNEAU, renmarked that a sport fishing guide |icense would
still be required. He stated that the anmendnent would apply
to a hunting guide with a client who were fishing.

Senator (O son wondered if there was support for the
anendnent. M. Stacey replied in the affirmative.

Senat or A son wondered if there was a civil penalty for not
hol ding a license.

10: 29: 10 AM

KEVI N BROCOKS, DEPUTY COW SSI ONER, DEPARTMENT OF FISH AND
GAVE, deferred to M. Brookover.

10: 29: 20 AM

TOM BROCKOVER, DI RECTOR, DI VI SION OF SPORT FI SH, DEPARTMENT
OF FISH AND GAME (via teleconference), understood that the
licensing requirenents and the penalties in the bill would
apply to sonmeone who did not have a fishing license.

Ms. Shine stressed that commercial services guide nust have
a fishing license. She stated that she had made the wong
assunption that it would only be in freshwater.

10: 30: 19 AM
AT EASE

10: 31: 45 AM
RECONVENED
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10: 31: 49 AM

M. Brooks explained an exanple of a guide who was inland
with a client who wanted to fish in freshwater, that person
woul d be allowed under the bill. The person would not be
allowed to fish in the saltwater wthout a |icense.

Vice-Chair Mcciche wondered why salt water would be
i ncl uded.

Senator A son stressed that there was an intent to reduce
crimnal charges agai nst the guide |license.

Vice-Chair Mcciche wondered if the intent was to allow for
conmbination trips with an unlicensed gui de.

Senator O son replied that the intent was for incidental
fishing.

10: 34: 53 AM
AT EASE

10: 37: 50 AM
RECONVENED

10: 38: 08 AM

Co- Chair MacKi nnon wanted to nove the anendnent.

10: 38: 14 AM

SETH BEAUSANG ASSI STANT ATTORNEY, DEPARTMENT OF LAW (via
tel econference), introduced hinself.

Senator O son MOVED to ADOPT Anendnent 2, 29-LS0238\S. 2,
Bul ard, 4/14/16 (copy on file):

Page 5, line 11:
Delete “or”

Page 5, line 14, follow ng “guide”:

| nsert “; or

(C services provided by a person licensed under AS
08.54 that are incidental to big gane hunting,
gui ding, and outfitting services”

Co- Chair MacKi nnon OBJECTED for DI SCUSSI ON.
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Senator O son expl ained the anmendnent. He wanted to ensure
that guides could fish incidentally. He felt that there was
an issue for the hunting guide to be allowed to fish. He
wondered whether the anmendnent would allow for incidental
fishing.

Co- Chair MacKinnon wanted to ensure that the |anguage was
reviewed. M. Beausang replied that he had the anendnent in
front of him

Co- Chair MacKi nnon queried coments. M. Beausang replied
that he did not see the word, "incidental", as applying to
a conbo trip.

Vi ce-Chair M cciche requested nore tine to reviewthe bill.

CSHB 41(FI N)am was HEARD and HELD in commttee for further
consi derati on.

#hb259
HOUSE BILL NO. 259

"An  Act relating to relocation assistance for
federally assi sted proj ects and progr ans; and
providing for an effective date."

10: 42: 01 AM

MARK LUl KEN, COWM SSI ONER, DEPARTMENT OF TRANSPORTATI ON AND
PUBLI C FACI LI TIES, expl ained the |egislation.

Co- Chair MacKi nnon requested a sectional analysis.

10:43: 26 AM
AT EASE

10:43: 37 AM
RECONVENED

10:43:42 AM

HEATHER FAIR, CHI EF, STATEWDE RI GHT OF WAY, DEPARTMENT OF
TRANSPORTATION  AND PUBLI C FACI LI TI ES, hi ghlighted the
Sectional Analysis (copy on file):

Senat e Fi nance Comm ttee 23 04/ 16/ 16 9:07 A M



Sec. 1. Adds clarifying purpose |language to AS
34.60.010 to reflect that paynents nmade to displaced
persons under this <chapter nust conmply wth the
requirenents and limtations of federal law, i.e., 42
U S.C. 4601-4655 (Uniform Relocation Assistance and
Real Property Acquisition Policies Act of 1970).
Including this Jlanguage sinplifies the subsequent
amendnents by reducing duplication of federal law with
whi ch we nust conply.

Sec. 2. Repeals and reenacts AS 34.60.0400 to sinmplify
the | anguage stating that an eligible person displaced
from a place of business or farm operation may el ect
to receive a fixed paynent in lieu of actual noving in
accordance with the applicable federal |aw referenced
in the clarifying purpose | anguage in Section 1

Sec. 3. Anends AS 34.60.040(d) to sinplify the
| anguage stating that an eligible person may receive
rei mbursenent for actual reasonable farm or business
re-establishment expenses in accordance wth the
applicable federal |aw referenced in the clarifying
pur pose | anguage in Section 1.

Sec. 4. Anends AS 34.60.050(a) and (a)(2) to reduce
the eligibility requirement for Replacenent Housing
for Homeowners from 180 days to 90 days and authorize
paynents in accordance wth the applicable federal |aw
referenced in the clarifying purpose |language in
Section 1.

Sec 5. Anends AS 34.60.060(1) and (2) to authorize
paynents for Replacenent Housing for Tenants in
accordance with the applicable federal |aw referenced
in the clarifying purpose | anguage in Sectionl

Sec. 6. Establishes that Sections 205 of the bill have
the retroactive effective date of October 1, 2014.

Sec. 7. Provides for an imediate effective date of
the day after it is signed by the governor or on the
day after the governor's veto is overridden or on the
day after expiration of the period allowed for
gubernatorial action by art. Il, Sec. 17 of the Al aska
Consti tution.
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Senat or Bi shop wondered whether the reinbursenent was from
the federal funds received in a fiscal year for highways,
or another federal funds |ocation. Conmm ssioner Luiken
replied that it was a 90-10 match

Ms. Fair agreed.

Senator Bishop wondered whether the buyback program cane
fromthe current budget or a larger "pot" of federal funds.
Comm ssioner Luiken responded that it would apply to
fundi ng received by the departnent in 2016.

10:47:51 AM

Co- Chair MacKi nnon remarked that the bill renpved the caps,
she felt that the fiscal inpact to the state should be
reflected in the fiscal note. Conm ssioner Luiken deferred
to Ms. Fair.

Ms. Fair responded that the state's portion was only
$12,000 to Cctober 1, 2014.

Co- Chair MacKi nnon assuned that there were few people that
were eligible for qualification. M. Fair responded in the
affirmati ve.

Co- Chair MacKi nnon remarked that there could be different
limts noving forward. She queried the future inplications
to the state. Ms. Fair replied that the bill referenced the
l[imts in federal

Co-Chair MacKinnon queried the federal limts. M. Fair
replied that the I|imts had changed for busi ness
reestabli shnment paynments up to $25,000. The fixed paynents
in lieu of actual noving and reestablishments were now
$40, 000. The repl acenent housi ng for honmeowner s’

eligibility requirement was reduced from 180 days of
ownership to 90 days of ownership with a nmaxi num paynent of
$31, 000. The replacenent housing for tenants was now $7200.
She stressed that the federal governnent had not raised
their amounts in al nost 30 years.

10: 51: 41 AM

Co-Chair MacKinnon wondered iif the federal governnent
required retroactivity. MVs. Fai r replied in t he
affirmative.
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Senator O son queried at the point when enm nent domain was
applied. Ms. Fair replied that em nent domain would neke a
per son eligible for a pot enti al rel ocati on, upon
acquisition of the entire property.

Senator O son wondered if that was true for all cases. M.
Fair replied in the affirmative.

Senator O son queried any resolution with the home owner or
busi ness owner, should there be an offer other than market
value. Ms. Fair responded that the bill offered a I|arger
anount of differential permtted for reinbursenent.

Senator O son restated his question. M. Fair replied that
the state nust pay at |l|east market value. The bill
addressed rel ocation.

Vice-Chair Mcciche remarked that a voluntary purchase
would not be related to emnent domain. M. Fair replied
that it would still be emnent domain, and it would not
matter whether it was a voluntary nove

10: 56: 19 AM
AT EASE

10: 56: 52 AM
RECONVENED

10: 56: 55 AM

Ms. Fair asked for a restatenent.

Vi ce-Chair M cciche stated that he would share his
guestions |ater.

Co-Chair MacKi nnon announced that the bill wuld have a
commttee substitute at a | ater date.

Co- Chair MacKi nnon CLOSED public testinony.

HB 259 was HEARD and HELD in commttee for further
consi derati on.

10: 58: 01 AM
AT EASE
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11: 06: 42 AM

RECONVENED

#sb130

SENATE BILL NO 130
"An Act relating to confidential information status
and public record status of information in the

possession of the Departnent 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 mninmum tax for certain oil and gas
production; relating to the mninmum tax calculation
for monthly installnment paynents of estimted tax;
relating to interest on nonthly installnent paynents
of estimted tax; relating to limtations for the
application of tax credits; relating to oil and gas
production tax <credits for certain |osses and
expendi t ur es; relating to limtations 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 mninmum for gross value at
t he poi nt of producti on; relating to | ease
expenditures and tax credits for nunicipal entities;
addi ng a definition for "qualified capi tal
expenditure”; adding a definition for "outstanding
litability to the state"; repealing oil and gas
expl oration I ncentive credits; repeal i ng t he
l[imtation on the application of credits against tax
l[iability for |ease expenditures incurred before

January 1, 2011; repealing provisions related to the
monthly installment paynents for estinmated 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;
repeal i ng t he cal cul ation for certain | ease

expenditures applicable before January 1, 2011; naking
conform ng anmendnments; and providing for an effective
date."

11: 07: 17 AM

Senat e Fi nance Comm ttee 27 04/ 16/ 16 9:07 A M



JANAK MAYER, CHAIRVAN AND CHI EF TECHNOLOG ST, ENALYTI CA,
continued wth a presentation from Thursday, April 14,
2016, "CS SB 130: Key Issues and Assessnment” (copy on
file).

11: 07: 55 AM

M. Mayer addressed slide 10, "NS Overview, G o0ss vs. Net
Taxes":

Hard to be both Norway and N. Dakota at Sane Tinme
G oss taxes

Less volatile, shift risk to private sector
Sinple and easy to adm ni ster

Hi gh\ Low governnent take at | ow high prices
D sadvant ages margi nal investnent.

Net taxes

More vol atil e revenues for gover nnent
Harder to adm nister

Efficient-do not distort decision-nmaking
Enabl e i nvest nent across comodity cycle

M. Myer displayed slide 11, "NS Overview, Cash Flow
Taxes":

Cashfl ow Taxes: Modre Efficient, Mdre Volatile

Purpose of net tax is to mnimze distorting
i npact on investnent

Best achieved by nmeking the state's fisca
cost/benefit as close as possible to equity
i nvest or

Results in outflows during devel opnent, receipts
during production.

M. Mayer discussed slide 12, "NS Overview, Oiginal 2006
Proposal ":

Al aska’s production tax: origins in 2006 proposal
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PPT as proposed by Dr Pedro van Meurs useful to
understand core of system and evolution to date

25 percent flat cashflow tax, 25 percent credit
for net operating losses (NOLs), 20 percent
capital credit

45 percent governnment support for spending for
new and i ncunbent players alike

Statewide floor of zero (credits tradable rather
t han rei nbursabl e)

11:14: 48 AM

M. Mayer discussed slide 13, "NS Overview. Role of NOU"

NCL credit ains to equalize tax system i npact

| ncunbent can deduct spending against liability
at marginal tax rate: 25 percent gov't spending
support

Aim for NOL credit to ensure sane inpact for new
devel oper with no liability

Alternative is to carry forward: sanme cash inpact
over tinme, but di sadvantages new devel oper
econoni cs

In original proposal, credits not refundable but
tradabl e

Alm was for new developers to sell to incunbent
producers at close to face val ue

In reality credits sold for much less than face
val ue - much val ue captured by incunbents

As a result, credits made refundable by the
treasury, to direct full value to new devel opers

11: 20: 37 AM

Senator Hoffman queried the process to determne the
production nunbers, specifically the decline rate. M.
Mayer replied that the slide represented an extrenely
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sinple exanple, and did not include all the conponents of
the fiscal system

Senat or Hof fman wondered how the nunbers were determ ned.
M. Mayer replied that the decline rate was a sinple
geonetric decline. He was not |ooking into accurate nunbers
on a particular developnent, rather was a sinplified
exanple for wunderstanding the negative cash flows in the
early years.

M. Mayer displayed slide 14, "NS Overview. ACES":
ACES: steep progressivity, high spending support
Tax rate 25 percent to 75 percent (variable with
PTV/ bbl), 20 percent capital credit, 40 percent

exploration credit, 25 percent NOL credit

H gh progressivity: high marginal tax rates (up
to 86 percent, higher at yet-unseen prices)

H gh marginal rates + credits = very high state
support for spending (from 45 percent to over 100
per cent)

Wth high prices and |ow spending, brought huge
revenue; |ow prices and high spending nmajor risks

11: 24: 40 AM
AT EASE

11:27:26 AM
RECONVENED

11:27: 32 AM

M. Mayer continued to discuss slide 14.

M. WMyer |ooked at slide 15, "NS Overview SB 21 for Ad
al":

SB21: protect on the | ow end, give back at the high

Tax rate 35 percent, $0 to $8 per-bbl credit,
hardened gross floor, 35 percent NOL credit
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Key aim was to reduce state support for spending
and rmake predictable: 35 percent for everyone

Reduced rates at high prices for conpetitiveness,
but 4 percent gross floor binding to protect at
| ow end

Significantly reduced the risks brought by |ow
prices and high spendi ng

11: 33: 51 AM

M. Mayer discussed slide 16, "NS Overview. SB 21 for New
al":
SB21: Special Incentives for “new oil”
Gross Value Reduction (GVR) - reduce GVPP by 20
percent or 10 percent for certain wunits /

partici pating areas

Purpose of GVR - reduce effective tax rates for
particular fields wthout ring-fencing costs

GVR-eligible production receives fixed $5/bbl
credit, not variable $0-%$8/bbl, no hard fl oor

11: 39: 18 AM
AT EASE

11:40: 34 AM
RECONVENED

Co- Chai r MacKi nnon di scussed housekeepi ng.

SB 130 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT
11:40: 34 AM

The neeting was adjourned at 11:41 a. m
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