


HOUSE 7.ABOR & COMMERCE
STANDING COMMITTEE
March 29, 1982
1:14 p.m.

Members Present: Rep. Martin, Chairman
Rep. Bylsma, Vice Chairman
Rep. Randolph
Rep. Rogers

Members Absent: Rep. Gardiner

COMMITTEE CALENDAR

HB 866 An Act establishing a special investment tax
credit:; and providing for an effective date.

WITNESS REGISTER

R.R. Kesel, Director

Division of Audit

Department of Revenue

Juneau, Alaska 99811

46.5-2320

Position Statement: Opposed bill.

Phil Holdsworth

Alaska Miners Association

Juneau, Alaska

586-1383

Position Statement: Suggested amendment to bill.

* K

George Krusz, President

Alaska State Chamber of Commerce

Juneau, Alaska

586-2323

Position Statement: Supported principle of bill, but felt it
discriminatory.

Roy Huhndorf, president

Cook Inlet Region, Inc.

Anchorage, Alaska

274-8638

Position Statement: Strongly supported concept of bill;
encouraged adoption.

Lance W. Anderson

Vice President of Finance

Cook Inlet Region, Inc.

Anchorage, Alaska

274-8638

Position Statement: Recommended bill be passed.



R.A. Bradley

LAA Legal Services
Pouch Y

Juneau, Alaska 99811
465-3867

Position Statement:

HB 866

Tape #47
Recording
Number 000

Number 009

Number 072

Number 105

Answered questions about legality of bill.

PREVIOUS ACTION
See minutes of 3/10/82.
Statutory Reference: AS 43.20.036

Action Taken: Rep. Randolph moved to report
bill out of committee. He withdrew that
motion. There was discussion. Rep.
Randolph again moved to report bill out of
committee. There being no objection, the
motion passed. Bill was reported out with
individual recommendations.

ACTION NARRATIVE

The meeting was called to order by Chairman
Martin aj; 1:14 p.m. Members present were:
Representatives Martin, Bylsma, Rogers, and
Randolph. Rep. Gardiner was absent. Rep.
Rogers left immediately after the call to
order. HB 866 was before the committee.

R.R. Kesel, Director of Audit, Department of
Revenue, opposed the bill. He said it does
not accomplish its intended purpose. He
addressed three hypothetical situations to
illustrate his point of view. He said the
bill would benefit only those companies with
large incomes, and would be costly to the
state.

Phil Holdsworth, Alaska Miners Association,
suggested an amendment to prevent
transferral of tax credits. He said he
understands the Department of Revenue®s
concerns. He said a more reasonable
percentage would still be beneficial to the
Alaska mining industry. Rep. Martin asked
Holdsworth questions about the proposed
amendment.

George Krusz, president of the Alaska State



"Number 141

Number 265

Chamber of Commerce, supported the principal
of the bill, but felt it was conceptually
discriminatory because it excludes a number
of industries. He proposed an amendment
which would allow all industries to take
advantage. He said he was sympathetic to
the Department of Revenue®s concerns.

(Krusz passed out his proposed amendment to
the committee; this is available for
inspection.) There was discussion.

Roy Huhndorf, president of Cook Inlet
Region, Inc., strongly supported the concept
of the bill. He said it could help
strengthen and broaden the economy. He said
the state should adopt the bill to encourage
diversification of the economy. He said the
tax credit policy would encourage early
development of natural resources on native-
owned land. He felt it would also make
investment by third parties in native-owned
resources more attractive. He said more
money would be invested in the state"s
economy, and that more year round and
diverse employment opportunities would be
created, which would help the economy.

There was discussion. Rep. Martin felt this
singled out special corporations. Huhndorf
though those industries were selected for
their potential large development, which
would provide jobs and a revenue base. He
felt the size of the tax credit and the
transferability were both important in
creating this economic base. Huhndorf said
limiting this to Alaska would Inhibit the
bill somewhat. He said he would like to see
the general concept embodied in a bill.

Lance W. Anderson, vice president of
Finance, Cook Inlet Region, Inc., rebutted
the 3/9/82 written testimony offered by
Stevens of the Department of Revenue. He
felt the fiscal impact figures were
incorrect, and presented his own figures to
back his position. He recommended the bill
be passed. Rep. Martin asked what the
impact would be this year. Anderson said it
would be minor. He said it would not affect
smaller operations, but that it is vital to
larger projects. Anderson said the impact
would be several years down the line. The
impact today 1is in determining the
feasibility of projects. He said it
enhances marginal investments.
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478

Rep. Randolph asked the ratio of tax credit
to investment required. Anderson rlu.d it
was 10% of the qualified investmer

(tangible personal property). The s was
discussion. Anderson said he felt ;here was
no constitutionality question. There was
discussion of the legality of the bill.
Anderson said he would provide a legal
opinion.

Rep. Randolph said he thought the bill was
good, and that it should be moved. He moved
to report the bill out of committee. Rep.
Martin felt the proposed amendment.® should
be considered first. Rep. Randolph withdrew
his motion.

Rep. Martin asked ?.A. Bradley, LAA Legal
Services, if there were legal questions with
the bill. Bradley said he was not asked to
achieve a purpose in drafting the bill, so
he did not know if the goal was achieved.

He thought there were no constitutional
problems, as tax laws are different.

Rep. Martin asked for motions on the
amendments so legal opinion could be
obtained. He explained the Chamber of
Commerce.".s amendment to delete reference to
specific industries. Anderson said he
opposed the amendment. He said the reason
for the bill is to encourage long-term
development of four base industries in
Alaska. He said the fiscal impact of the
amendment would be detrimental to passage of
the bill. Anderson said of the second
proposed amendment, regarding sale of
credits, that the federal decision to allow
sale of investment tax credits is excellent
philosophy. He said the same situation
exists in Alaska, that the state needs to
encourage investment. He recommended
neither amendment be included in the bill.
Rep. Randolph agreed, due to the shortness
of the session. Krusz agreed with Randolph,
that if the amendments would kill the bill,
he withdrew their proposed amendments and
supported the bill. Kesel said he was led
to believe much of the mining industry
investment would be subject to investment
tax credit. He read a definition of
"qualified investment”. There was
discussior ot qualified investments.



Number 698 Rep. Randolph moved to report the bill out
of committee. There being no objection, the
motion passed. Bill was reported out with
individual recommendations. Rep. Martin
recommended the Department of Revenue do a
better tax evaluation, and said the

committee would have the other amendments
evaluated.

Number 725 There being no further business to come

before the committee, the reeting was
adjourned at 1:59 p.m.
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