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COW TTEE CALENDAR

HOUSE BI LL NO. 297

"An Act establishing the governor's performance schol arship
program and relating to the program establishing the governor's
per formance scholarship fund and relating to the fund; relating
to student records; naking conform ng amendnents; and providing
for an effective date."

- MOVED CSHB 297(EDC) OUT OF COMM TTEE

HOUSE BI LL NO. 367

"An Act relating to tax credits for cash contributions by
taxpayers that are accepted for certain educational purposes and
facilities; and providing for an effective date."

- HEARD & HELD
HOUSE Bl LL NO. 350
"An Act relating to the local contribution to public school
funding; and providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO. 413
"An Act relating to the Al aska Chal |l enge Youth Acadeny."
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- SCHEDULED BUT NOT HEARD

HOUSE Bl LL NO. 393
"An Act relating to the Al aska Chal |l enge Youth Acadeny."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 297

SHORT TI TLE: POSTSECONDARY SCHOLARSHI PS
SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 19/ 10 (H) READ THE FIRST TIME - REFERRALS
01/ 19/ 10 (H) EDC, FIN

02/ 03/ 10 (H) EDC AT 8: 00 AM BARNES 124
02/ 03/ 10 (H) Heard & Hel d

02/ 03/ 10 (H) M NUTE( EDC)

02/ 12/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
02/ 12/ 10 (H) Heard & Hel d

02/ 12/ 10 (H) M NUTE( EDC)

02/ 15/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
02/ 15/ 10 (H) Heard & Hel d

02/ 15/ 10 (H) M NUTE( EDC)

02/ 17/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
02/ 17/ 10 (H) Heard & Hel d

02/ 17/ 10 (H) M NUTE( EDC)

02/ 19/ 10 (H) EDC AT 8: 00 AM CAPl TOL 106
02/ 19/ 10 (H) Heard & Hel d

02/ 19/ 10 (H) M NUTE( EDC)

02/ 22/ 10 (H) EDC AT 8: 00 AM CAPl TOL 106
02/ 22/ 10 (H) Heard & Hel d

02/ 22/ 10 (H) M NUTE( EDC)

02/ 26/ 10 (H) EDC AT 8: 00 AM CAPl TOL 106
02/ 26/ 10 (H) Heard & Hel d

02/ 26/ 10 (H) M NUTE( EDC)

03/ 01/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
03/ 01/ 10 (H) Heard & Hel d

03/ 01/ 10 (H) M NUTE( EDC)

03/ 08/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
03/ 08/ 10 (H) Heard & Hel d

03/ 08/ 10 (H) M NUTE( EDC)

03/ 10/ 10 (H) EDC AT 8: 00 AM CAPI TOL 106
03/ 10/ 10 (H) Heard & Hel d

03/ 10/ 10 (H) M NUTE( EDC)

03/ 12/ 10 (H) EDC AT 8: 00 AM CAPl TOL 106
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BILL: HB 367
SHORT TI TLE: TAX CREDI TS FOR EDUCATI ONAL CONTRI BUTI ONS
SPONSOR(s): MUNOZ

02/ 23/ 10 (H) READ THE FI RST TI ME - REFERRALS
02/ 23/ 10 (H) EDC, FIN

03/ 10/ 10 (H) EDC AT 8:00 AM CAPI TOL 106

03/ 10/ 10 (H) Heard & Hel d

03/ 10/ 10 (H) M NUTE( EDC)

03/ 12/ 10 (H) EDC AT 8:00 AM CAPI TOL 106
BILL: HB 350

SHORT TI TLE: PUBLI C SCHOOL FUNDI NG LOCAL CONTRI BUTI ON
SPONSOR(s) : EDUCATI ON

02/ 17/ 10 (H READ THE FI RST Tl ME - REFERRALS

02/ 17/ 10 (H EDC, FIN

02/ 17/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

02/ 17/ 10 (H <Bi || Hearing Rescheduled to 02/19/10>
02/ 19/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

02/ 19/ 10 (H Heard & Held

02/ 19/ 10 (H M NUTE( EDC)

02/ 22/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

02/ 22/ 10 (H <Bill Hearing Reschedul ed to 02/26/10>
02/ 26/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

02/ 26/ 10 (H Heard & Held

02/ 26/ 10 (H M NUTE( EDC)

03/ 03/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

03/ 03/ 10 (H Heard & Held

03/ 03/ 10 (H M NUTE( EDC)

03/10/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

03/10/10 (H Schedul ed But Not Heard

03/ 12/ 10 (H EDC AT 8: 00 AM CAPI TOL 106

W TNESS REG STER

EDDY JEANS, Director

School Finance and Facilities Section

Depart ment of Education and Early Devel opnent (EED)

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions during the hearing on HB
297.

JEAN M SCHEL, Attorney

Legi sl ative Legal Counsel

Legi sl ative Legal and Research Services
Legi slative Affairs Agency
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Juneau, Al aska
POSI TI ON STATEMENT:  Answered questions during the hearing on HB
297.

STEPHANI E BUTLER, Director Operations/Qutreach

Post secondary Educati on Comm ssi on

Depart ment of Education and Early Devel opnent (EED)

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on HB 297.

KENDRA KLOSTER, St aff

Representative Cathy Minoz

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: I ntroduced the committee substitute for HB
367 on behalf of Representative Minoz, sponsor.

ROBYNN W LSON, I nconme Audit Manager

Tax Divi sion

Departnent of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
367.

MARY FRANCI S, Executive D rector

Al aska Counci| of School Adm nistrators (ACSA)
Juneau, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 350.

ACTI ON NARRATI VE

8:13:46 AM

CHAI R PAUL SEATON cal l ed the House Education Standing Conmittee
neeting to order at 8:13 a.m Present at the call to order were
Represent ati ves Seat on, Gar dner, Buch, and Kel | er.
Representatives Minoz and Peggy WIlson arrived as the neeting
was in progress.

8:13: 56 AM

HB 297- POSTSECONDARY SCHOLARSHI PS

8:14: 05 AM

CHAI R SEATON announced that the first order of business woul d be
HOUSE BILL NO 297, "An Act establishing the governor's
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performance scholarship program and relating to the program
establishing the governor's performance scholarship fund and
relating to the fund; relating to student records; making
conform ng anendnents; and providing for an effective date."

8:14: 48 AM

REPRESENTATI VE GARDNER noved to adopt HB 297, Version E, as the
wor ki ng docunent .

8:15: 00 AM

There being no objection, Version E was before the commttee.
8:15:28 AM

CHAI R SEATON directed attention to Sec. 14.43.815, beginning on

page 6, line 27, of the bill. He paraphrased fromthe bill and
read [original punctuation provided]:

(a) graduated, or wll graduate not Ilater than six
nmonths after the date of the application, from a high
school in the state, including a public school,

private school, and honme school;

CHAI R SEATON surm sed the referenced | anguage all owed applicants
to make an application after they graduate, but not sooner than
six nmonths before they graduate; however, a date certain after
graduati on was not specifi ed.

8:16: 27 AM

EDDY JEANS, Director, School Finance and Facilities Section,
Department of Education and Early Devel opnment (EED), expl ained
that the end date for scholarship eligibility was six years
following high school graduation, thus the "w ndow' of
opportunity to apply, receive, and expend schol arship funds was
six months prior to graduation from high school, to six years
follow ng graduation from high school. M. Jeans said this
provision was clearly stated in paragraph (3), page 7, line 11,
and paraphrased from the bill which read [original punctuation
provi ded] :

(3) will receive and use, while an Al aska resident,

t he schol arship at a qualified post secondary
institution in the state not later than six years
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after the beginning of the first school year after a
student's graduation from high schoo

CHAI R SEATON questioned whether the departnent anticipated
receiving |late applications.

8:18: 02 AM

MR. JEANS said the departnent expects that students would be
aware of the tinme imt and would apply i mredi ately.

8:18:24 AM
REPRESENTATI VE GARDNER referred to page 7, lines 15-16, and
paraphrased from the bill which read J[original punctuation
provi ded] :

standards for extension of time nust include two
additional years if the student is in mlitary
servi ce;

REPRESENTATI VE GARDNER expressed her concern that the standard
for the extension of time nust include two years, rather than
"up to two additional years."

MR. JEANS advised this was the conponent for the extension of
mlitary service, and agreed that "nust include" was strong
| anguage.

8:19:22 AM

JEAN M SCHEL, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency, advised
inserting "not nore than two additional years" after the word
"include" on page 7, line 15.

8:19:52 AM

REPRESENTATI VE GARDNER suggested inserting "may include two
additional years."

M5. M SCHEL cautioned "nmay" provides the comm ssioner authority
to deny the extension.

CHAI R SEATON asked whet her the proposed changes are equival ent.
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M5. M SCHEL pointed out that they are not equival ent |anguage;
in fact, "may" defers to the discretion of the comr ssioner.
She recalled the intent of the conmttee was to require the
commi ssioner to grant a two-year extension if needed for
mlitary service.

8:21:49 AM

REPRESENTATI VE = GARDNER, acknowl edging the intent of t he
commttee, suggested "standards [for] extension of time nust
include up to two additional years ..."

8:22:08 AM

M5. M SCHEL recomended "not nore than."

8:.22:34 AM

REPRESENTATI VE GARDNER noved Anendnent 1,which inserted "not
nmore than."

8:22: 50 AM
CHAI R SEATON restated Anendnent 1 which read:
Page 7, line 15
After "include"
Add "not nore than"
CHAI R SEATON obj ected for the purpose of discussion.
8:23:10 AM

REPRESENTATI VE KELLER offered Amendnment 1 to Anmendnment 1 which
r ead:

Page 7, line 15
Del ete "nust"
| nsert "may"

REPRESENTATI VE KELLER said the intention of the anmendnent was to
al l ow the conm ssioner discretion to deny an extension.

8:23:35 AM

REPRESENTATI VE GARDNER paraphrased from line 13 which read
[original punctuation provided]:
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the student qualifies for an extension of tinme all owed
by the departnent;

REPRESENTATI VE GARDNER said she was confortable wth the
anendnent, although the departnent already has the discretion to
deny.

There being no objection, Anmendnent 1 to Amendnent 1 was treated
as adopt ed.

8:23:59 AM

CHAI R SEATON restated Amendnent 1, as anended, which read:
Page 7, line 15
"of this paragraph, standards for extension of tine

may [nust] include not nore than two additional years
if the student is in mlitary service;

There being no objection, Arendnent 1 was adopt ed.
8:24:40 AM
CHAI R SEATON noved Amendnent 2 whi ch read:
Page 7, lines 8-9
After the word "state" delete "for not less than two
years,"
8:25: 05 AM
REPRESENTATI VE MUNQZ obj ected for the purpose of discussion
8:25:11 AM

CHAI R SEATON expl ai ned Amendrment 2 was reconmended by the bill's
drafter.

8:26:29 AM

REPRESENTATIVE  MUNQZ  surm sed Amendnent 2 renoves t he
requirenent for a student to attend high school in Al aska for
two years. She expressed her support for the anendnent,
observing that the standard of state residency can be retained
by famly nmenbers of a parent in mlitary service.
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8:27:15 AM

CHAIR SEATON clarified that this is an allowance for an
additional qualification for students who l|eave wth their
custodial parents due to mlitary service. Students would still
be subject to the remaining criteria to qualify for a
schol arship, but have "an exception for the qualification of
graduating froman Al aska school "

8:28:12 AM

REPRESENTATI VE MUNQZ gave an exanple of a student in a mlitary
famly, who maintains his/her state residency, and renains
Qutside for all four vyears during high school. She asked
whet her that student would be eligible.

8:.28:59 AM

M5. M SCHEL indicated no. In further response to Representative
Munoz, she explained that two years is not specified in this
anendnent; in fact, attendance could be for any anmount of tineg,

al though the time period could be clarified in regulation. The
anendnent attenpts to equate high school graduation in-state
with out-of-state high school graduates who are al so residents.
Ms. Mschel remnded the commttee the purpose of the bill was
to instill nore rigor in the state's high school «curriculum
t hus the attendance requirenent.

8:29:55 AM

REPRESENTATI VE MUNCZ restated her question about a student of a
mlitary famly who retains his/her residency.

8:30: 05 AM
M5. M SCHEL confirnmed that student would not qualify.
8:30: 31 AM

REPRESENTATI VE GARDNER gave an exanple to illustrate the purpose
of the anmendnent.

8:31: 09 AM
REPRESENTATI VE P. WLSON stated her support for the anmendnent,

and noted that many mlitary famlies maintain state residency
for other purposes.
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8:31: 57 AM

REPRESENTATI VE MUNQZ i ndi cated that she renoved her objection.
8:32: 01 AM

There being no further objection, Arendnent 2 was adopt ed.
8:32:12 AM

CHAI R SEATON called attention to page 20, line 10, and read
[original punctuation provided]:

Education or the Al aska Student Loan Corporation for
t he guarantee and di sbursing of financial aid

CHAI R SEATON infornmed the conmttee of a request from the
Post secondary Education Comm ssion to delete "guarantee"
and insert "servicing."

8:33: 06 AM

STEPHANI E BUTLER, Director Operations/Qutreach, Postsecondary
Education  Conmm ssi on, Depar t ment of Education and Early
Devel opnent (EED), explained that the word "servicing" is a

broader term and nore appropriate for the bill.
8:33:32 AM
CHAI R SEATON noved Anendnent 3 which read:
Page 20, line 10
Del et e "guar ant ee"
| nsert "servicing”
8:33: 53 AM
There being no objection, Amendnent 3 was adopt ed.
8:34: 28 AM
REPRESENTATI VE MUNQZ related an inquiry from a constituent who
asked whether the graduating classes of 2011-2013 would be held

to | esser curriculumrequirenents.

8: 35: 05 AM
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MR. JEANS advised the <conmittee that the bill cont ai ns
transition |anguage that allows the departnent to develop
regulations to inplement transition eligibility requirenments.
For exanple, the math requirenment for 2011 seniors would be
three years, instead of four years.

8:36: 08 AM

CHAI R SEATON cited page 22, line 4, which read:
(1) may be eligible for the program even though the
student did not fully neet the required core academ c
curriculum for the school years beginning July 1,
2010, through [June 30], 2013;

8:36:48 AM

REPRESENTATI VE GARDNER asked about a transitioning year senior
who i s taking his/her second year of math.

MR. JEANS indicated a second year of math would suffice for a
senior in the class of 2011

8:37:42 AM

CHAI R SEATON asked whether the departnent wll continue to
require standardi zed test scores as part of the eval uation.

8:38: 07 AM

MR. JEANS answered that the Alaska State Board of Education &
Early Devel opnent (state board) will be setting the "cut scores”
for the testing levels, as well as the transition regul ations.
8:38:26 AM

REPRESENTATI VE GARDNER surm sed that a student eligible for the
program at its inception may only neet high school graduation
requi renents as they are today.

8:38: 43 AM

MR. JEANS agreed that may be the case for students who wait
until their senior year to take required courses.

REPRESENTATI VE GARDNER r enar ked
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...1f we're getting students in wthout changing the
behavi or or the choices that they're making, or adding
any rigor, that's not the intention.

CHAI R SEATON expressed his hope that the state board will adopt
ri gorous regul ati ons.

8:39:44 AM
REPRESENTATI VE GARDNER said the testinony indicates not.

CHAIR SEATON pointed out a transition period is necessary;
ot herwi se, schol arshi ps woul d not be awarded for four years.

REPRESENTATI VE GARDNER opi ned three years of AP classes coul d be
required during the transition.

8:40: 47 AM

MR. JEANS assured the comrittee the departnent's intent was to
increase rigor for students; however, flexibility is necessary
so that juniors and sophonores have time to make adjustments
In fact, by the tine the state board wuld be setting
regul ations, students eligible for this scholarship wll have
chosen cl asses for their senior year.

8:42: 26 AM

REPRESENTATI VE P. W LSON noted that students who want one of the
schol arships may have to change plans, and said, "that's the

whole idea with this." The intent should be clear to the state
board that the standards of rigor nust apply for the first
students who receive this award. She stressed the standards

shoul d be as hi gh as possible.

8:44:19 AM

CHAI R SEATON agreed, and suggested students could take virtual
cl asses or attend sumrer school; however, during the transition,
requiring a student to neet every one of the qualifications may
be difficult.

8:45: 26 AM
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REPRESENTATI VE  KELLER said he expect ed t he transition
regulations to require the sanme rigor from students as in the
future.

8:45:56 AM

REPRESENTATI VE MUNOZ reviewed the current requirenents of four
years of English, two years of math, and one year of science
She suggested the requirenents for the transitional period could
be an additional year of math and science.

8:46: 36 AM

REPRESENTATI VE BUCH noted the term "transition" gives the board
and the department discretion to establish the programthat will
be in place by the spring of 2014. He agreed that there should
be no question about the intent of the bill.

8:47: 50 AM

REPRESENTATI VE GARDNER suggested an anendnent to require at
| east of three years of math and three years of science.

MR. JEANS restated the current graduation requirenments of four
years of |anguage arts, three years of social studies, two years
of math, and two years of science.

8:49: 00 AM

REPRESENTATI VE BUCH pointed out this requirenent is beyond the
reach of schools in the Bush, and without time for schools to
make prograns avail able, may excl ude students.

8.49: 34 AM

CHAIR SEATON asked the departnent whether the "speci al
circunstances ... beyond the student's control"” provision of the
bill applies when districts do not offer the required

curricul um
8:50: 29 AM
MR. JEANS advised the alternative pathways are not waivers, but
allow credit for correspondence courses or other alternatives.

He asked the conmttee to allow the legislation to nove forward
wi t hout anendnments, so that the state board can hear public
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testinmony and review all of circunstances and issues related to
the transition | anguage.

8:51: 05 AM

REPRESENTATI VE GARDNER stated M. Jeans' coment holds true for
every provision in the bill; however, the bill is not about
giving students scholarships, but about reformng the K-12
educati on system by encouraging and requiring students to "reach
hi gher. "

8:51: 37 AM

REPRESENTATI VE P. W LSON assured the commttee that the teachers
in small schools wll provide what is necessary to help an
interested student qualify for this program She praised the
efforts of the state's teachers, and their abilities to serve
students, and warned against discounting the possibilities for
any student who works hard.

8:53:17 AM

REPRESENTATI VE KELLER agreed that on-line courses are avail abl e,
and 2011 graduates have tinme to prepare.

8:53:49 AM

CHAI R SEATON stated the conceptual anmendnent to page 22, line 6
adds "however, this shall include at |east three years of math
and three years of science.”

8:54: 37 AM

M5. M SCHEL said the conceptual anendnent would anend page 22,
line 4, and she recomrended renovi ng the phrase "even though the
student did not fully neet" and specifying that the core
curriculum requirenments are net except that the student nust
have at |east three years math and three years science.

CHAI R SEATON asked Representative Gardner to comrent.

8:54: 23 AM

REPRESENTATI VE GARDNER surni sed the anmendnent waives the fourth
year of math and science and requires three, which was correct.

8:56: 09 AM
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REPRESENTATI VE MUNQOZ agreed with the anmendnent.
8:56: 31 AM

CHAIR SEATON restated Conceptual Amendnent 4, offered by
Representative Gardner, and objected for the purpose of
di scussi on.

8:56: 58 AM

CHAI R SEATON confirnmed that the amendnent did not change the
standards, but affected the transitional requirenents.

8:58:16 AM

CHAIR SEATON w thdrew his objection. There being no further
obj ection, Conceptual Anendnent 4 was adopt ed.

8:59: 07 AM

REPRESENTATI VE BUCH recogni zed the chairman's work on the bill,
which nay be a great start towards reform

8:59:52 AM

CHAI R SEATON noted there was an unnet student need conponent in
the bill that would ensure that all Al askans can access the
program and pursue the path that they choose for postsecondary
educati on. He anticipated the legislation would increase the
rigor of all high schools, elevate the workforce, and result in
nor e postsecondary students attending schools in the state.

9:01: 03 AM

REPRESENTATIVE MJUNOZ related work on the bill began in the
interim and the thorough process continued under the focus of
the commttee. She praised the |eadership of the conmttee and
sai d nenbers shoul d be proud of the work that was done.

9:01:47 AM

REPRESENTATI VE GARDNER expressed her hope that the scholarship
program wi || match the success seen in other states with simlar
programs, and that the legislation will continue to progress "in
a form that we recognize." She acknowl edged that rural areas
have valid concerns about the bill, such as the challenge of
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| earni ng by di stance education. Representative Gardner said the
legislation may result in a "clanor and push for change, and
that's the point of the legislation."

9: 03: 33 AM

REPRESENTATI VE KELLER opined the bill builds the incentives for
parents and school districts to increase success levels for
st udent s.

9:04:19 AM

CHAIR SEATON cited the influence of various prograns and
contributions fromcommttee nmenbers to the GPS bill.

9:04: 48 AM

REPRESENTATI VE MUNOZ t hanked M. Jeans and Ms. M schel for their
assistance on the bill. She then noved to report the Conmttee
Substitute for HB 297, Version E, as anended, out of conmttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, CSHB 297(EDC) was reported
fromthe House Education Standing Comm ttee.

9: 06: 04 AM
The conmmttee took an at-ease from9:06 a.m to 9:09 a. m

HB 367- TAX CREDI TS FOR EDUCATI ONAL CONTRI BUTI ONS

9:09:17 AM

CHAI R SEATON announced that the next order of business would be
HOUSE BILL NO 367, "An Act relating to tax credits for cash
contributions by taxpayers that are accepted for certain
educational purposes and facilities; and providing for an
effective date."

REPRESENTATI VE MUNQZ noved to adopt the commttee substitute
(CS) for HB 367, Version E, as the working docunent.

9:09: 32 AM
CHAI R SEATON obj ected for the purpose of discussion.

9:09:45 AM
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KENDRA KLOSTER, Staff to Representative Cathy Mnoz, Al aska
State Legislature, informed the comrittee Version E incorporates
the anendnent previously adopted, and also renoves Sec. 4 of
Version R by request from the Departnent of Revenue (DOR). She
explained that according to DOR the general rule in tax
admnistration is that tax credits are not refundable, do not
enjoy "carry-forward,"” and cannot be transferred or sold unless
the privilege is witten into the |aw Further, the "default"
interpretation is that a tax credit is only good to apply in the
sane tax year. Therefore, if the |language in Sec. 4, Version R
is included in the bill, it is suggested that credit in these
sections is "silent" and nay be refunded, carried-forward, or
transferred.

9:12: 08 AM

CHAI R SEATON confirnmed that Sec. 4 does not appear in Version E,
and asked for further changes, if any.

9:12: 22 AM

REPRESENTATI VE GARDNER asked whether Version E provides that
taxpayers may sell, trade, transfer, or apply tax credits to
subsequent years.

M5. KLOSTER said no, and added that DOR s intent was to ensure
consistency with other insurance tax credit law, and to avoid
setting a precedent in statute.

9:13:41 AM

REPRESENTATI VE BUCH asked for a brief summary of the bill.
9:14: 07 AM

M5. KLOSTER summarized that current law allows a 50 percent tax
credit for the first $100,000 donation and an 100 percent tax
credit for the second $100,000 donati on. The proposed bill
extends a 50 percent tax credit for over $200,000 in donations,
adds a $25,000,000 cap, and allows donations to facilities and
pr ogr amns.

9:14:56 AM

CHAI R SEATON renoved his objection thus CSHB 367, Version E, was
t he wor ki ng docunent before the commttee.
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9:15:15 AM

REPRESENTATIVE P. WLSON questioned the zero fiscal not e

attached to the bill. She pointed out that as the proposed
legislation allows entities tax credits against their charitable
contributions, the state wll collect less tax income, and the

fiscal note should reflect this | oss.
9: 15: 36 AM
MS. KLOSTER directed attention to the fiscal note from DOR

REPRESENTATI VE P. WLSON asked for clarification of the fiscal
not e.

MB. KLOSTER deferred to DOR
9:16: 14 AM

ROBYNN W LSON, [ncone Audit Manager, Tax D vision, Departnent of
Revenue (DOR), informed the conmttee DOR provided a fiscal note
dated 3/9/10. She directed attention to the analysis attached
to the fiscal note and explained that fiscal notes are
indeterminate on credit bills because the departnent has no way

of knowing who may take advantage of the tax credits. The
fiscal note indicated that for corporate application, the |oss
to state revenue may be approximately $200 nillion, if al
corporate taxpayers take the maximum credit allowed by the
proposed | egislation. In response to Chair Seaton, she added
that the $200 nmillion estinmate does not include |osses from
other taxes such as mning license taxes and fish business
t axes.

9:18:43 AM

REPRESENTATIVE P. WLSON heard corporations are enthusiastic
about the bill, and estimated that the loss of incone to the
state could be $50, 000, 000.

9:20:11 AM

REPRESENTATI VE GARDNER  asked whet her t here IS active
participation within the existing tax credit structure.

M5. WLSON said approximately 15 corporate taxpayers took

advantage of the credit during the last fiscal year. Three
corporations took advantage of the insurance prem uns tax, one
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corporation for fisheries resource landing tax, and three

corporations for fisheries business tax. No corporation
t axpayers took advantage of the program for oil and gas
production tax, nor for property tax. Ms. WIson advised the
current Iimt of $150,000 probably causes a corporation that is

subject to all three taxes, to direct all of its credit under
one tax.

9:22: 08 AM

REPRESENTATI VE GARDNER requested a list of the clains for the
| ast three years, including the donations and the fiscal inpact
to the state.

M5. WLSON responded in the last fiscal year the total clains
for credits were approximtely $2,000,000, based on total
contributions of $3,000, 000. However, that figure does not
i ncl ude possible contributions above the limt for tax credits.

9:23:17 AM

CHAIR SEATON concluded $3,000,000 in contributions and
$2, 100,000 in credits clainmed nmeant corporations took credits up
to the current limt of $200,000, although nore contributions
coul d have been made, but not reported.

MS. WLSON said that is correct, and added that contributions
could have been over and above $3, 000,000, but the tax return
only indicated the $200,000 that generated the credit.

9: 24: 24 AM

REPRESENTATI VE MUNQZ asked for the nunber of corporate taxpayers
in the state.

M5. WLSON answered that there are about fifteen thousand
corporations, but only one-half pay incone tax in the state.

REPRESENTATI VE MUNQZ observed from 7,500 corporations, about 11
donors take advantage of the tax credit.

M5. WLSON indicated yes, and added that sonme of these
corporations may not be paying taxes due to |osses or other
reasons.

9:25:24 AM
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REPRESENTATI VE GARDNER asked whether all of the taxpayers who
make donations to the University of Alaska (UA) also receive
federal tax relief.

M5. WLSON said yes, and continued to say contributions to UA
would be subject to the federal charitable contribution
deduction and therefore, also qualify for a state incone tax
benefit.

9:26: 09 AM

REPRESENTATI VE P. WLSON gave the exanple of a corporation with
taxes of $100,000 that contributes $200,000 to charitable
entities. She asked for the difference in inconme tax due
between the exanple corporation and one wth an equal tax
liability that nmakes no charitable contributions.

M5. WLSON advised that big corporate taxpayers are often doing
business in nmltiple states and/or countries. If said
corporation does 10 percent of its business in Alaska, the state
would tax 10 percent of the corporation's federal taxable
i ncone. Thus, if a corporation contributes $500,000 to UA, it
woul d deduct $500,000 from its federal tax liability, Al aska
woul d receive 10 percent of the federal taxable inconme, and the

corporation would receive a benefit of its apportioned
charitable contributions. In response to Chair Seaton, she
estimated that the corporate Alaska taxpayer in the exanple
woul d receive a deduction for $50,000. However, under current
statute, the state allows either the deduction for the
charitable contribution, or the tax credit, but not both. MVs.

Wl son concluded that for the state's purposes, said corporation
would be allowed an $150,000 credit, which conmes directly off
the state incone tax.

9:31:18 AM

REPRESENTATIVE P. WLSON asked whether the deduction and the
credit would be added together for a total of $200, 000.

M5. WLSON further explained that for state purposes, the
corporation would receive the credit of $150,000, and she
assuned the federal tax benefit would be approximately $175, 000.

9:32: 05 AM
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CHAI R SEATON confirmed that a corporation in Alaska that does
not receive the credit can receive a $50, 000 deduction, but not
t he $50, 000 deduction and the $150,000 tax credit.

MS5. WLSON said correct.
9:32: 39 AM

REPRESENTATIVE P. WLSON re-stated her question as to the
difference in taxes between a corporation that participates and
one that does not, in order to determne the incentive for
participation, and to determne the inpact to the state in |ost
revenue.

9:33: 50 AM

REPRESENTATI VE MJUNQZ estimated the corporate tax liability to
the state in the exanple was 10 percent, or $50, 000.

M5. WLSON clarified that her reference was to apportionment in
a nmultistate environnment. She changed her exanple to that of a
corporation operating only in Al aska, and said that an Al askan
corporation, at the top of the tax bracket, that nakes a
charitable contribution to UA could enjoy a 9.4 percent tax
br eak. The corporation then would have a choice of whether to
take the tax deduction or the proposed tax credit: a tax
deducti on of about $18,000, or a tax credit of $150, 000. Ms.

Wlson provided a personal tax liability exanple of the
di fference between a nortgage interest deduction and a childcare
expense tax credit; in fact, it is "always a higher benefit to

|l ook at a credit, than a deduction."”
9:36:11 AM

CHAI R SEATON proposed the scenario of a corporation that
contributed to the construction of a $10,000,000 vocational
center.

M5. WLSON advised the bill would provide a 50 percent rate on
the increnental, additional contribution equal to a tax credit
of $5, 000,000, conpared to a deduction that would equal about
$940, 000.

CHAl R SEATON observed the benefit would result in a $10, 000, 000

building that a corporation could build for a $5,000, 000
i nvest nent .

HOUSE EDC COW TTEE -21- March 12, 2010



9:38: 08 AM

REPRESENTATIVE P. WLSON opined the difference between a
l[iability of $940,000 and $4, 000,000 would be an incentive for
cor por ati ons.

CHAIR SEATON affirmed that the proposed bill provides an
incentive for corporations to mmke Jlarge contributions to
educational institutions. In fact, a corporation could build a
needed facility "from out of their corporate pocket, instead of
the state bonding, or the state ... building the building for
100 percent.... Do we want to provide that kind of incentive

for that kind of response from corporations?"
9:39: 50 AM

REPRESENTATI VE P. W LSON asked whether a group affiliated with a
university, such as a foundation, could contribute to UA and pay
"half of what they normally would pay." She again expressed
concern about the possible | oss of state revenue.

9:40: 47 AM

M5. WLSON expressed her wunderstanding that the University of
Al aska Foundation was a tax exenpt organi zati on.

REPRESENTATI VE P. WLSON acknow edged the proposed |egislation
woul d be beneficial to universities; however, she questioned the
i npact of the legislation on the general fund.

9:41:49 AM
REPRESENTATI VE GARDNER re-stated her interest in the inpact of
tax credits that have been granted under legislation in previous

years.

CHAI R SEATON pointed out that many contributions are limted by

the $200,000 cap. He disagreed with a policy that allows
taxpayers to direct where their taxes are credited, which is the
effect of an 100 percent tax credit. Chair Seaton then asked

for confirmation on whether a corporation that was currently
receiving tax credits for the exploration and devel opnent of oil
and gas, would qualify for additional credits under the proposed
bill.

9:44:19 AM
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M5. WLSON clarified that the current statute provides for an
overal |l credit maxi mum of $150,000. As nost of the oil and gas
rel ated taxpayers are subject to incone tax, production tax, and
property tax, these corporations have a choice of where to apply
the $150,000 tax credit. Most, for the sake of convenience,
apply the tax credit to incone tax. Further, the statutes do
not direct how credits would be appli ed.

9: 45: 35 AM

CHAIR SEATON called attention to page 3, lines 14-15, which
read:

(2) when conmbined with contributions that are the
basis for credits taken during the taxpayer's tax year
under AS 21.89.075, AS 43.20.014, AS 43.55.019, AS
43. 56. 018, AS  43.65.018, AS  43.75.018, or AS
43.77.045, result in the total anmount of <credits
exceedi ng $25, 000, 000 [ EXCEED $150, 000] .

M5. WLSON explained that the above section does not address
credits, but provides that notw thstanding all of the taxes that
apply to an entity, the nmaxinmnum tax credit allowable is
$150, 000.

9:46: 58 AM

CHAI R SEATON noted that Version E of the bill raised the limt
on tax credits to $25,000,000 and asked whether an oil conpany
that receives $100, 000,000 in oil production tax credits, would
be allowed to receive additional tax credits for contributions
to educational organizations.

M5. WLSON began anot her exanpl e

9:48: 14 AM

CHAI R SEATON returned attention to page 3, lines 14-17, and
asked:

Doesn’'t that nean that the total anpbunt of credits

that they can get from all of these conbined is
$25,000,000 for a year, and you can't take this
education one ... when conbined with the contributions

for these others?

9:49: 12 AM
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M5. WLSON, in response to Chair Seaton, agreed to provide the
conmmittee a witten explanation of this section. She advi sed
that these tax sections of the bill refer only to the education
credits; for exanple, AS 21.89.070 would be the education tax
credit applicable to the insurance tax. Thus the sections do
not address any other sort of «credit, such as exploration
credits, but only establish a limt on education credits at
$25, 000, 000.

9:50: 13 AM

CHAIR SEATON said a further explanation in witing was not
necessary.

9:50: 23 AM

REPRESENTATI VE P. WLSON concluded that a petrol eum corporation
could apply other tax credits, and then contribute to an
education entity and qualify for education tax credits of up to
$25, 000, 000.

M5. WLSON said yes, and added that a corporation wth
sufficient tax liability could apply other credits; in fact, the
Al aska statute is largely silent with respect to the order of
credits. An exception is the gas devel opnment credit, which nust
be applied first, due to carry-forward provisions.

CHAI R SEATON requested that Ms. W/ son provide a nmeno regarding
the order of credits and the effect of <carry- forward
provi si ons.

9:53: 06 AM

The conmittee took an at-ease from9:53 a.m to 9:54 a.m

9:54: 39 AM

REPRESENTATI VE P. WLSON al so requested advice from DOR on how
tolimt the scope of the tax credit provisions.

9:55:47 AM
CHAIR SEATON further requested a spreadsheet depicting the

effects of the bill on hypothetical taxpayers wth a tax
liability of $5,000, 000.
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M5. WLSON expressed her understanding that the requested
scenario depicts a $5,000,000 tax liability over and above the
current $200, 000.

9:56: 29 AM

REPRESENTATI VE SEATON nodified the scenario to a maximum of
$25, 000, 000.

M5. WLSON clarified that the contribution of the hypothetica
t axpayers would be $50,000,000, so that the tax credit is
maxi m zed, and the scenario addresses the maximm inpact to
state revenues.

9:56: 56 AM

REPRESENTATI VE MJUNQZ spoke about the perception that 7,500
corporate taxpayers would take advantage of the proposed tax
credits and opined that is not realistic, given that only 11
partici pate now. She expressed her belief that the committee
should focus on whether the state should have a policy to
encourage private investnment into the infrastructure of the

state. Representative Minoz said that although she was not
opposed to the conmmttee's discussion on the financial inpact of
the bill, she pointed out that the financial details of the bil

are the purview of the House Finance Comrttee.
9:57.:58 AM

CHAI R SEATON stated that understanding the bill was necessary to
make i nformed policy.

9:58: 14 AM

REPRESENTATI VE GARDNER requested a list of the participating
t axpayers, the amounts of their clainmed donations, and the tax
inmpact to the state for the past three years.

M5. WLSON, in response to Chair Seaton, affirmed that the nanes
of the taxpayers cannot be disclosed and details of taxpayers'
returns may not be provided.

9:59:41 AM

REPRESENTATI VE GARDNER questi oned whether sonmeone could claim a
tax credit for a donation to a non-profit w thout disclosure.
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9:59: 58 AM

M5. WLSON confirnmed that DOR cannot disclose that information
but she was unsure whet her the recipient organization may.

REPRESENTATI VE GARDNER limted her request to the total anount
of donations made and cl ai ned, and the tax benefits thereof.

MS. WLSON agreed.

10: 00: 52 AM

CHAI R SEATON stated that HB 367 was held over.

10: 01: 01 AM

HB 350- PUBLI C SCHOOL FUNDI NG LOCAL CONTRI BUTI ON

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 350, "An Act relating to the local contribution
to public school funding; and providing for an effective date."

10: 02: 31 AM

MARY FRANCIS, Executive Director, Alaska Council of Schoo

Adm nistrators (ACSA), informed the committee the majority of
school superintendents present at a recent ACSA neeting believe
HB 350 provides equity and fairness. Al t hough at sone point,
local municipalities may not want to nake up the difference in
state funding, she concluded this was a fairness issue and ACSA
was in support of the change. Ms. Francis related the belief
that it was never intended that the mll rate was to be based on
FY 99 in perpetuity.

10: 03: 32 AM

CHAI R SEATON stated that HB 350 was held over.

10: 04: 03 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Education Standing Commttee neeting was adjourned at 10:04 a. m
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