HOUSE FI NANCE COWM TTEE
February 23, 2010
1:36 p. m

1: 36: 52 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 1:36 p.m

VEMBERS PRESENT

Representati ve M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Vice-Chair
Representative Allan Austerman
Representative M ke Doogan
Representative Anna Faircl ough
Representati ve Neal Foster
Representative Les Gara
Representati ve Reggi e Joul e
Representative Mke Kelly
Represent ati ve Wodi e Sal non

MEMBERS ABSENT

None.
ALSO PRESENT

Representative Kurt dsen; Julie Osen; Christine Hess,
Chief of Staff, Representative Reggie Joule; Sam Kito 111,
School Facilities Engineer, Departnent of Education and
Early Chil dhood Devel opnent;

PRESENT VI A TELECONFERENCE

Li sa Rogers, Al aska Society of Certified Public Accountants,
Anchor age; Dr. Nor man  Eck, Nort hwest Arctic Borough
Superint endent of School s, Kot zebue;

SUVMVARY

1: 37: 00 PM

HB 180 SCHOOL CONSTRUCTI ON FUNDI NG

HB 180 was HEARD and HELD in comittee for
further consideration.

HB 315 PUBLI C ACCOUNTI NG
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HB 315 was REPORTED QUT of conmittee with a "do
pass" recomendati on and acconpanying fiscal note.

#hb315
HOUSE BI LL NO. 315

"An Act relating to public accounting; and providing
for an effective date.”

REPRESENTATI VE KURT OLSEN, SPONSOR, introduced his support
staff.

JENNI FER  SENETTE, STAFF, REPRESENTATI VE KURT OLSEN
described the creation and intent of the bill. House Bil
315 was crafted with the help of the Al aska State Board of
Public Accountancy and the Al aska Society of Certified
Public Accountants (CPA). She stated that the bill would
bring Alaska in line with the 45 states that had passed
simlar versions of the |egislation.

1: 38: 47 PM

Ms. Senette relayed that HB 315 woul d give CPAs nobility, or
the ability of a licensee to gain practice privil ege outside
his principal place of jurisdiction, wthout additional
licensing and fees. This would allow |licensed CPAs and CPA
firms in Alaska to practice across state jurisdictions with
greater ease. The bill would provide for sinple majority
owner shi p. Under current state |laws Al askan accounting firns
must be owned 100 percent by CPAs, which discounted the
evolution of the accounting profession over the years;
accounting firms were not only enploying CPAs, but
I nformati on Technol ogy professionals, |awers, and other
non- CPA professionals. The legislation would dial down the
stringent requirements to allow for sinple majority
ownershi p. The change would be helpful in attracting and
retaining new talent in the state. The legislation would
al so enhance the board of public accountancies ability to
protect the public interest. Under HB 315 the Al aska State
Board of Publ i c Account ancy woul d have automati c
jurisdiction over any CPAs practicing in the state.

1: 40: 48 PM

Ms. Senette explained that if a CPA from out-of-state was
wor ki ng in Al aska, the state board of public accountancy had
the jurisdiction to address any violations of the standard.

Representative Fairclough wondered if accountants in the

state could expand nulti-nationally. M. Senette redirected
t he question to the CPAs present for questioning.
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Co-Chair Stoltze opened public testinony.

LI SA ROGERS, ALASKA SOCI ETY OF CERTI FI ED PUBLI C ACCOUNTANTS,

ANCHORAGE (via teleconference), testified in support of the
| egislation. She stated that the bill had generated from
conversations anong accountants who had worked to draft the
| egi sl ati on.

Representati ve Faircl ough wondered about push back from the
state of New York, as simlar legislation had not been
enact ed there.

1: 45: 02 PM

Ms. Rogers replied that New York had been slow to adopt
changes in the area of public accounting. She did not know
why.

JULI E OLSEN, PRESIDENT, ALASKA SOCI ETY OF CERTIFIED PUBLIC
ACCOUNTANTS, urged support for the |egislation.

1: 46: 40 PM

Representative Fairclough reiterated her earlier questions.
Ms. O sen deferred the questions to Max Mertz.

1:47: 29 PM

MAX MERTZ, BOARD OF PUBLI C ACCOUNTI NG JUNEAU, replied that
the legislation pertained only to CPAs within the United
States and U.S. territories. He furthered that the State of
New York had | aws on the book relating to public accountancy
that dated back to the 19th century that had yet to change.
He reiterated that New York had been very slow to change
practices concerning public accounting.

Represent ati ve Faircl ough asked for explanation of "practice
privilege". M. Mrtz replied that "practice privilege" was
di stingui shable from"practice permt". M. Mrtz expl ained:

"When there is a CPA in Alaska practicing in another
mobility state, or from another state practicing here, if
they are serving a client that does not have a hone office
in Alaska, that m ght have sone incidental operations here,
and they are based out-of-state, so it's really incidenta
practices. They can cone to Al aska, or over the internet,
provi de those services w thout having to cone to Al aska and
get a practice permt, which is currently required, and w |
continue to be required, if the client either has a hone
office here, or the practice is other than incidental. The
prem se of mobility is to allow this interstate practice
wi thout having to go through the process of getting a
permt."
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1: 51: 47 PM

Representative Austerman wondered if there was a way the
bill could allow the state to access out-of-state CPA
licensing information, before allowng themto practice in-
state.

M. Mertz said there was a conpanion bill circulating called
the Accountants Licensing Database, which would focus on the
i ssue.

1: 53: 31 PM

Co-Chair Stoltze closed public testinony.

Co-Chair Stoltze recognized the zero fiscal note and
solicited anmendnents.

1:54:12 PM

Co-Chair Hawker MOWED to REPORT HB315 26-LS130\A from
commttee. There being no OBJECTION it was so ordered.

HB 315 was REPORTED OUT of commttee with a "do pass”
recommendati on and acconpanyi ng fiscal note.

1:55: 44 PM

#hb180
HOUSE BI LL NO. 180

"An Act amendi ng the percentages required to be paid by
a nunici pal school district receiving a schoo

construction or major maintenance grant; nmaking a
conformng anendnent to a bond debt reinbursenent
provision referencing the percentages; and providing
for an effective date."

CHRI STI NE HESS, CHI EF OF STAFF, REPRESENTATI VE REGA E JOULE
stated that the |legislation proposed a change in the
participation share of |ocal governnents in grant funding
for school districts. Currently, A S. 14.11. 008( b)
establ i shed the required participating chair for a munici pal
school district for a construction or nmaintenance grant
project based on the district's full value per average daily
menbership (ADM. In 2008, SCS HB 373 passed the |egislature
on April 11th, near the end of the session. On the senate
side a change was made, which the house concurred with on
the same day. The change placed the participating shares
into four categories; 5, 10, 30, 35 percent. For nost
participating governnents, the |local participating share
went down, but for several |I|ocal governnments the share
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junped from 10 percent to 30 percent. The bill proposed to
stair-step those local governnents with a 20 percent share.
The fiscal note attached was for $2.6 mllion. The inpacted
communities were; Kake, Dillingham The Northwest Arctic
Bor ough, Kl awock, Nonme, and Kodiak. The list of proposed
projects was |ocated on the sponsor statenent (copy on
file).

1: 59: 53 PM

SAM KITO 111, SCHOOL FACILITIES ENG NEER, DEPARTMENT OF
EDUCATI ON AND EARLY CHI LDHOOD DEVELOPMENT, testified as to
how the legislation would affect his district. He stated
that concerning ADMs; the departnent was examning the
average daily nenbership, which was the count of the
students on an annual basis, but the full assessed val ue of
the property for the given district divided by the nunber of
student in the district.

Representative Gara asked if the equation applied to
regi onal education attendance area (REAAS). He queried if
there was a contribution requirenment for REAA villages. M.
Keno replied that REAAs had a limted anount of 2 percent
participating share, the participating share table only
applied to municipal governnents.

Represent ati ve Doogan understood that the |egislation would
reduce the participating share for districts between 275, 000
and 500,000 by 10 percent. He wondered what the benefit of
t he change would be. Ms. Hess replies that the increase from
10 to 30 percent, instituted in 2008, had been too extrene
for the affected communiti es.

Representati ve Doogan understood that the assunption was
t hat | ar ger districts had nore resources, so the
participating share should be higher. M. Hess replied in
the affirmative.

2: 03: 08 PM

Co-Chair Stoltze added that rural schools had a limted tax
base. He acknow edged the difficulty of funding schools with
a weak muni ci pal econony.

Representative Foster asked if the legislation was an
attenpt to create parity across the board for all schools in
the state. Ms. Hess replied that ultimately it was a policy
call where the participating share would fall for each
district. The smaller comunities would be receiving the
reduced share.

Representati ve Foster expressed support for the bill.
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Representative Gara summarized that if the ADM per student
was over 800,000, the nmunicipality paid 35 percent, and the
schools on mgjor maintenance projects were placed on the
maj or mai ntenance project |ist. M. Kito replied that the
muni ci pality was responsible for the participating share
per cent age.

Representative Gara wondered why a district would want a
project on the major maintenance |ist, when bondi ng woul d be
| ess expensive. M. Kito responded that when a municipality
bonded for a project, the bonds need to pay interest. The
muni ci pality would need to weigh the principal and interest
cost against what the participating share cost would be on
t he maj or mai ntenance or the grant |ist.

2: 07:19 PM

Co-Chair Stoltze asked if the community received the noney
up front if it was on the major maintenance list. M. Kito
replied yes.

Representati ve Sal nron wondered who sponsored HB373 in 2008.

Representative Fairclough shared that the bill was
i ntroduced by the House Finance Commttee in 2008.

Ms. Hess added that HB373 had been changed on the senate
si de.

DR NORVAN ECK, NORTHWEST ARCTI C BOROUGH SUPERI NTENDENT OF
SCHOOLS, KOTZEBUE (via teleconference), spoke in favor of
the legislation. He testified that the junp from 10 percent
to 30 percent had been difficult for the district to
reconcile. He informed the conmttee that the Northwest
Arctic School District had done a | ot independently over the
years to provide for school construction, rather than wait
in line for grants. Schools had been renodeled and rebuilt
wi th bonds. The 30 percent participating share had stifled
further school projects. He stated the burden that had been
pl aced on the region had been unfair, and the 20 percent
stair step would nake a positive difference in the lives of
t he students.

2:12: 25 PM

Co-Chair Stoltze closed public testinony.

Representative Joule clarified that the request was not to
return to the 10 percent, but rather a md-level percent. He
hoped as the session progressed the bill would continue to
live.

Representati ve Austerman asked how nuch nore work needed to
be done on the bill.
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Co-Chair Stoltze wanted gather nore debt reinbursenent
information for further discussions.

2:14: 09 PM

HB 180 was HEARD and HELD in committee for further
consi derati on.

Co- Chair Hawker di scussed housekeepi ng.

#
ADJ OURNVENT

The neeting was adjourned at 2:15 PM
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