HOUSE FI NANCE COW TTEE
February 6, 2012
1:35 p.m

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 1:35 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representati ve M ke Doogan
Representative Bryce Edgnon
Representative Les Gara

Representative David Quttenberg
Represent ati ve Reggi e Joul e
Representative Mark Neuman
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Rena Del bridge, Staff, Representative M ke Hawker; Curtis

Thayer, Deputy  Comm ssi oner, Depart ment of Commer ce,
Community and Econom c Devel opnment; Al an Johnston, Wdbush
Securities, Anchor age; Dan Wi te, Associ at e Vi ce
Chancel l or, Research, University of Alaska, Fairbanks;
Representative Alan Dick, Chair, Special Commttee on
Education; MIllie Ryan, Executive Director, Governor's
Council on Disabilities and Special Education; P.J, Ford
Slack, PH. D, Board President, Special Education Service
Agency; Patrick Pillai, Executive Director, Speci al

Education Service Agency (SESA); Marcy Herman, Speci al
Assi stant, Departnent of Education and Early Devel opnent;
Representative Dan Saddler, Sponsor; Joe Mchel, Staff,
Representative Bill Stoltze.

PRESENT VI A TELECONFERENCE
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Bruce Tangeman, Deput y Comm ssi oner, Tax Di vi si on,
Department of Revenue; Laraine Adans, Director of Social
Services, Lower Yukon School District, Muntain Village;
Dr. Cassie Wlls, Dorector, Student Services, North Slope
Borough School District, Barrow, Ron Siebels, Mlitary
Order of the Purple Heart, Anchorage; Chris Nelson,

Mul doon; Ri ¢ Davi dge, President, Vietnam Veterans of
America; Susan Corski, Eagle R ver Chanber of Comrerce,
Chugi ak; Verdi e Bowen, Director Vet er ans Affairs,

Anchorage; Stacy QOates, Admnistrative Manager, Division of
Mot or Vehi cl es, Departnent of Adm nistration.

SUMVARY
HB 118 RESEARCH AND DEVELOPMENT TAX CREDI T

HB 118 was HEARD and HELD in Conmmttee for
further consideration.

HB 142 PRESUVMPTI ON AG A PROJECT | S UNECONOM CAL

HB 142 was HEARD and HELD in Committee for
further consideration.

HB 180 VETERAN DESI GNATI ON ON DRI VER S LI CENSE

CSHB 180(FIN) was REPORTED out of Conmittee with
a "do pass" recommendation and with a new fisca
inmpact note by the House Finance Committee for
t he Departnent of Adm nistration.

HB 198 SPEC. EDUC. SERVI CE AGENCY FUNDI NG SUNSET

HB 198 was HEARD and HELD in Conmmttee for
further consideration.

#hb142
HOUSE BI LL NO. 142

"An Act relating to the creation of a rebuttable
presunption that the project l|icensed under the Al aska
Gasline Inducenent Act is uneconomc because of
insufficient firm transportation conmtnents during
the first open season.”

1: 35: 30 PM
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Co- Chai r Thomas MOVED to ADOPT proposed conmittee
substitute for HB 142, Wrk Draft 27-LS0451\E. Co-Chair
Stoltze OBJECTED for purpose of discussion.

RENA DELBRI DGE, STAFF, REPRESENTATI VE M KE HAVKER, spoke on
behal f of the sponsor, Speaker M ke Chenault. She discussed
changes contained in the commttee substitute. Dates were
changed to update the legislation to 2012:

e Page 11, Line 9: July 15, 2011, is changed to My
15, 2012

 Page 1, Line 12: Aug. 1,2011 is changed to My 30,
2012

e Page 1, line 13: July 15, 2011 is changed to WMy
15, 2012

e Page 2, line 3: Aug. 15,2011, is changed to June
15, 2011

» Page 2, line 7: 2013 is changed to 2014

Ms. Del bridge explalned that the dates corresponded to
deadl i nes contained in the |egislation.

Co-Chair Stoltze asked if there were any substantive
i ssues. Ms. Del bridge observed that a year had passed since
the legislation was introduced and that the sponsor felt
that it was appropriate to encourage a nore tinmely process.
Deadl ines were shortened by a couple of nonths. The first
benchmark of July 15, 2012 was changed to May 15, 2012. She
pointed out that the open season would have been in effect
for two years.

Ms. Delbridge noted that throughout the bill, "firm
transportation conm tnents"” were changed to "commtnents to
acquire firm transportation capacity". Firm transportation
cormitments were not the expected outcome of an open
season. Instead the expected outcome was precedent
agreenents or commtnents to iron out conditions that
beconme firm transportation capacity. The changes were nade
in the title; page 1, line 10; page 1, line 12 - 13; page
1, line 14; and page 2, |ine 10.

Ms. Del bridge observed that the last change was to the
standard for commitnments to acquire firm transportation
commtnents, which had been changed to require sufficient
commtnments to support devel opnent of the project |icensed
by the Alaska Gasline Inducement Act (AGA). The new
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standard replaced "construction" with "devel opnent” of the
project. The change was reflected on page 1, line 10. The
commttee substitute struck prior |anguage requiring those
commitments to be "sufficient to support the construction
of the project.” The change was also reflected on page 2,
line 9. The word "credit" was deleted; the project had to
have sufficient "support” and finance "devel opnent".

1:41: 02 PM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, committee substitute for HB 142, Wrk
Draft 27-LS0451\E was adopt ed.

HB 142 was HEARD and HELD in Commttee for further
consi derati on.

#hb 118
HOUSE BILL NO. 118

"An Act relating to a tax credit for corporate incone
taxes paid for qualified research and devel opnent
expenditures; and providing for an effective date."

1:42: 58 PM

Co-Chair Thomas MOVED to ADOPT a proposed conmttee
substitute for HB 118, work draft 27-GH1951\B. Co-Chair
Stoltze OBJECTED for purpose of discussion.

JCE M CHEL, STAFF, REPRESENTATIVE BILL STOLTZE, explained
changes to the proposed conmmttee substitute. He observed
that there were +two changes on page 2, line 11:
"apportioned to this state" and "AS 43.20.021" were
deleted; and "this title was inserted.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTIQN, proposed commttee substitute for HB
118, work draft 27-GH1951\ B was adopt ed.

CURTI S THAYER, DEPUTY COW SSI ONER, DEPARTMENT OF COWMERCE,
COVWMUNI TY AND ECONOM C DEVELOPMENT, testified in support of
HB 118. He observed that innovation can be an expensive,
intricate and tinme-intensive enterprise. But it also could
also spark a chain of investnents in capital equipnent,
wor kers, and spillover activities in every econom c sector.
Nearly 40 other states had already recognized this by
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establishing a tax credit for research and devel opnent in
addition to illustrated econonm c benefits the credit brings
to those states. The tax credit also brought a conpetitive
benefit advantage over Al aska.

M. Thayer observed that House Bill 118 would address the
i ssue by establishing a 20 percent tax credit for qualified
research and developnent (R&D) conducted by corporate
taxpayer in Alaska. In effect, the research and devel opnent
tax credit wuld stinulate private-sector investnent,
entrepreneurial activity and business expansion in the
state that would bring opportunity and sustainable |ong-
termbenefits to the state's econony.

M. Thayer noted the HB 118 tax credit was nodeled after
the federal R&D established in 1981 and reauthorized
fourteen times. The credit was reauthorized through 2011.
Legislation was introduced to nake the R& tax credit
permanent in order to help conpanies create good jobs while
growi ng future productivity.

M. Thayer explained that the legislation would allow
Al askan corporations to receive a 20% tax credit, not to
exceed $10 nillion per taxpayer, per tax year. The research
and devel opnent activities, or the payroll of the
enpl oyees, nust take place in Alaska. To qualify, research
and devel opnment activities nust neet the foll ow ng:

* The purpose is discovering information technol ogical
i n nature;

» The application of which is intended to be useful in
t he devel opnent of a new or inproved conponent of the
t axpayer

e Substantially all of the activities constitute a
process of experinentation; and

e The experinentation is for a qualifying activity or
pur pose.

M. Thayer reviewed what would qualify:

*Devel oping new or inproved products, processes, or
formul as;

* Devel opi ng prototypes or nodel s;

*Building or inproving manufacturing facilities;

*Devel oping or inproving software technol ogi es;
Certification testing; and

*Devel opi ng or applying for patents.
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M. Thayer reviewed what woul d not qualify:

*Exploration activity to ascertain the existence,
| ocation, extent, or quality of any ore or mneral
deposit;

*Duplicating an existing business conponent;

eSurveys and studies such as rmarket research,
advertising, and routine data collection;

*Research in the social sciences, arts, or humanities;
and

«Anything for style, taste, cosnmetic, or seasona
reasons.

1:48: 13 PM

M. Thayer gave exanples of the type of credits that could
occur. He referred to seafood processing waste disposal in
fisheries. The EPA had restricted processing effluent.
Research was needed to reduce sedinent piles through

process innovati on, increased protein and by-product
utilization. Tax credits nmeant research conducted in
Al aska, jobs, vendor paynents, increased experience, and

capacity building in process and product innovation. He
observed that sone of the research was being down out-side
of the state of Alaska for fish processing plants in the
state of Al aska.

M. Thayer reviewed potential tax credits for mnerals,
rare earth deposit processing. There was a need to
customze the process for mlling and recovery to use
deposits to the fullest potential. Mre than 240 processes
m ght be required to reach all conponents in a deposit. He
observed the work was being done in Canada and naintained
it should be done in Al aska.

M. Thayer spoke to tinmber for use in architectural and
buil ding industries. To be specified for many building and
architectural wuses, species nust have technical standards
set for each product form

M . Thayer observed that there were 38 states with a form
of R&D tax credit or incentive available. He clarified that
credits were not stackabl e against other industries such as
oil and gas within the title of the |egislation.
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1: 50: 08 PM

ALAN JOHNSTON, WEDBUSH SECURI TI ES, ANCHORAGE, testified in
support of the legislation. He noted he had been in the
i nvest ment business for 35 vyears and stressed the
i nportance of the |egislation. He enphasized the inportance
of raising aspirations that R&D could occur in Al aska.

1:51: 44 PM

DAN VWH TE, ASSOCI ATE VI CE CHANCELLOR, RESEARCH, UNI VERSI TY
OF ALASKA, FAI RBANKS, spoke in support of the I|egislation
and stressed the inportance of noving research and
devel opment fromthe university into the private sector.
nmoving R&D to the private sector was seen as a critica
el ement of econom c developnent in Alaska, especially in
engi neering. Businesses would gain conpetitive advantage in
national and global markets from applied research conducted
and licensed by the University of Al aska, Fairbanks. He
concluded that HB 118 would provide a significant incentive
to business to take advantage of energing opportunities and
contribute to the wuniversity's mssion. The |legislation
woul d build a bridge between the university and the private
sector that would lead to job growh and diversification
for the state.

1: 53: 38 PM

Representative CQuttenberg noted that seasonal itens would
not apply and pointed out that "seasonal"” could apply to
agricul ture, fishing, or tinber; and questioned the
definition. M. Thayer offered to provide a definition
under the tax code. Co-Chair Stoltze asked for further
clarification regarding agricultural seasonal definitions.
M. Thayer observed that agricultural itens would qualify.
He pointed out that the peony market was a product of the
university's research

1: 57: 03 PM

Representative Gara recalled concerns that state npney
woul d not displace federal funds. He asked the federal tax
rate. M. Thayer expl ained businesses could not claim both
a state and federal tax credit on the sanme percentage.

M. Thayer explained that the 20 percent tax credit for
qualified research and developnent that exceeded the
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average qualified research and devel opnent expenditures as
defined in 26 U S.C 41(d) (Internal Revenue Code) for the
three years imediately preceding the year in which the
credit was clained. Unused credits mght be carried forward
for up to seven years after the expenditure for which the

credit was clainmed. In order to prevent a corporate
taxpayer from claimng nore than one benefit for a single
expenditure, the bill would also provide that a credit

could not be claimed for expenditures the corporation
deducted in calculating its tax liability, or for any other
credit, including any federal credits, that had been
apportioned to the state and clained under the current
Al aska Net | nconme Tax Act.

Representative Gara asked what would occur in a case where
there was a 22 percent state credit and an 18 percent
federal credit and questioned if the state would pay the
extra 2 percent or the entire credit. He reiterated his
request for the federal tax rate.

1: 59: 19 PM

Representative Quttenberg reiterated his question: Wat
agricultural products qualify that would not be seasonal.

BRUCE  TANGEMAN, DEPUTY  COWM SSI ONER, TAX DI VISION
DEPARTMENT OF REVENUE (via teleconference), <could not
respond but prom sed to provide the information.

Representative Gara asked the federal tax rate and if it
woul d be replaced with state credits. M. Tangeman stated
he woul d provide the information.

Co-Chair Stoltze noted the bill would be held in order to
all ow the Departnment of Revenue tinme to research answers to
t he nmenber's questi ons.

2:01:17 PM

Representative Gara concluded that businesses could take
the state or federal tax credit and restated his previous
scenario. He thought the state would pay the entire tax if
its tax credit was higher than the federal rate.

Representative Gara noted a conprehensive system of

deductions and credits wunder 43.55 oil and gas tax
established wunder Alaska’s Cear and Equitable Share
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(ACES). He did not see the prohibition for adding these
credits to the proposed R& tax credit. He wanted further
assurance that the tax could not be taken in addition to
the ACES credit.

2: 03: 00 PM

Representati ve Neuman asked equipnent and facilities would
be allowed if they supported a new product or technol ogy.
M. Thayer affirmed that they would be covered as |ong as
the business was a taxpayer to the state of Alaska and it
supported new technology to bring something to market; it
would qualify if it had not been done before. He clarified
the credit would apply for developing and proving the
technol ogies or building or i mproving manufacturing
facilities to add or enhance a product.

2:05: 08 PM

Vi ce-chair Fairclough observed that page 2 lines 5 and 6
provided for a seven-year credit carry forward and asked
why a past tax liability would be allowed for seven years.
M. Thayer explained that the provision was nodel ed after
federal tax |egislation.

Vice-chair Fairclough referred to page 2, line 9. She
shared concerns that the state deduction would be taken in
lieu of another deduction [federal] and questioned if there
should be a requirement to go forward on the other
deducti on.

Vi ce-chair Fairclough observed the national and globa
recession and questioned what other states were doing in
terms of R&D tax credits.

2:07: 09 PM

Representative Gara referred to subsections (c) and (d) on
page 2:

(c) If the tax credit under this section exceeds the
taxpayer's tax liability after other tax credits are
taken under this chapter for the year in which the
expenditure is incurred, the excess of the tax credit
over the liability may be carried forward for up to
seven years. |If an unused credit is carried forward to
a tax year froman earlier year, the credit arising in
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the earliest year is applied first against the tax
liability for the year.

(d) A person may not claima credit under this section
for qualified research and devel opnent expenditures
that were deducted in the calculation of tax liability
under AS 43.20.011(e) or for which any other credit,
including any federal credit, has been apportioned to
this state and cl ai med under AS 43.20.021.

Representative Gara thought that the above sections
conflicted. He thought that they inplied that credits were
stackable to 100 percent. M. Thayer responded that the
commttee substitute would effectively prohibit stacking.
He maintained that the legislation prohibited a conpany
fromclaimng R& tax credits against corporate inconme tax
if the expense used in calculating the R& was used to
claima credit against taxes due on other types under Title
43. Testinony in previous comrittees during the 2011
session expressed concern that a conpany subject to both
corporate inconme tax and oil and gas production tax could
receive a credit against both taxes for the sane expense.
The committee substitute assured that the conpany could
only take a credit against one tax type for those expenses.

Representative Gara reiterated his concerns. M. Thayer
noted that an oil conpany or subsidiary that does R&D on
heavy or viscous retrieval would qualify as long as there
was no other tax credit received; the credit would not
apply once production was begun.

2:09: 23 PM

Representative Gara provided a scenario based on a conpany
invested in heavy oil technology that received a deduction
of their tax rate, which could be 40 percent. He suggested
that the legislation would not prevent the conpany from
getting a tax credit on top of the deduction.

M. Thayer reiterated that the legislation refers back to
the bill title, which indicated that credits would only pay
for qualified research and devel opnment expenditures. He
mai nt ai ned that they could not take both.

Representative Gara argued that the legislation spoke to

tax credits not deducts, which were separate under the oil
and gas [tax] code.
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M. Tangeman clarified that it could not be used as a tax
credit if it were used as a deduction and pointed to
Section (d), page 2, line 8:

A person may not claima credit under this section for
qualified research and devel opnent expenditures that
were deducted in the calculation of tax liability
under AS 43.20.011(e).

2:11: 24 PM

Representative Gara agreed with the intent but noted that
AS 43.20.011(e) referred to the nine percent state
corporate tax, not the oil and gas tax. M. Tangenman felt
that Section (d) was clear and maintained that the intent
was not to allow stacking. Representative Gara suggested an
anmendnent was needed for clarification that the credit
could not be stacked on credits and deductions taken under
AS 43.55, oil and gas tax.

2:13: 22 PM

Representative Neunman asked what discussions had occurred
regarding transferable and non-transferable credits. He
observed that transfers had been enacted to assist smaller
conpanies wth working capital. He recognized that the
state was still "on the hook" for 100 percent, but
suggested they be transferrable.

M. Thayer noted that only the film incentive program had
transferrable tax credits. He observed issues surroundi ng
how credits would be transferred and evaluated. Film
industry tax credits sell between 80 to 90 cents on a
dollar. Snmaller conpanies would not have a tax liability to
the state. The credit would be aimed at |arge conpanies
that had the ability to do a lot of R&D in the state.

M. Tangeman agreed that the intent was not to be
transferable and the seven year provision would allow
smaller corporations to have tinme to realize the tax
liability.

Co-Chair Stoltze closed public testinony.

HB 118 was HEARD and HELD in Commttee for further
consi derati on.
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2:17:41 PM
AT EASE

2:25: 42 PM
RECONVENED

#hb198
2:26: 09 PM

HOUSE BILL NO. 198

"An Act relating to the special education service
agency."

REPRESENTATI VE ALAN DI CK, CHAI R, SPECIAL COW TTEE ON
EDUCATI ON, testified in support of HB 198. He observed that
House Bill 198 wuld renpbve a sunset requirenent and
increase state funding for the Special Education Service
Agency (SESA), which was a not-for-profit organization
established in statute in 1986. The Special Education
Service Agency was governed by the Governor’s Council on
Disabilities and Special Education and its own independent
board of directors.

Representative Dick noted that sonetinmes districts could

not fully serve students t hat had | ow- i nci dence
disabilities with existing personnel and resources. House
Bill 198 would incorporate the recommendati ons of the nost

recent legislative audit, conpleted in 2007. The Speci al
Educati on Service Agency assisted |ocal school districts to
provi de needed special education services. House Bill 198
would repeal the sunset requirenent and increase SESA
f undi ng.

Representative Dick noted that the Special Education
Servi ce Agency received state support based on a funding
formula adopted in 1998. Each year the Departnent of
Education and Early Devel opnent allocated to SESA not |ess
than $15.75, times the nunber of students statew de.
Al t hough local school districts had received increases in
state funding since 1998, SESA had not. Under HB 198, the
mul tiplier would increase as the base student allocation
i ncreases. Currently the conputation (.4 percent of
$5,680) equaled $22.72 which would approximate the inpact
of inflation from 1998 to 2011. He observed that the
Conmittee did not change the provision.
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The Special Education Service Agency was set to expire on
June 30, 2013. During previous performance audits, both
the Departnent of Education and the Legislative Auditor
recommrended renoving SESA from the sunset process. House
Bill 198 woul d repeal the sunset requirenment and thus all ow
SESA to plan long-term and have adequate funding to neet
speci al needs of special children.

2:29:51 PM

M LLIE RYAN, EXECUTIVE DI RECTOR, GOVERNOR S COUNCIL ON
DI SABI LI TIES AND SPECI AL EDUCATIQN, testified in support of
HB 198. She observed that the council's mssion was to

inmprove the Ilives of people with disabilities and the
qual ity of educati on provi ded to students W th
disabilities. The council consisted of 27 nenbers appointed
by the governor. Sixty percent of the nenbers were

individuals with disabilities or parents or famly nenbers
of people wth disabilities. There were state agency
representatives from the Departnment of Education and Early
Devel opnent, D vi si on of Vocat i onal Rehabi litation
Departnment of Health and Social Services; and other
representatives designated in federal |aw

Ms. Ryan noted that the council had five responsibilities
in statute. Five Council nenbers serve on the SESA board
There were representatives from school admnistrators,
speci al educat i on adm ni strators, and t he Nat i onal
Educati onal Association. The special education director
from the Departnent of Education and Early Devel opnent and
Ms. Ryan were ex-official nmenbers.

2:32: 33 PM

Ms. Ryan noted that the job of board was to assure SESA
provided assistance to school districts and early
intervention prograns serving students with |ow incidence
disabilities, particularly those who lived in rural and
renote areas of the state. The board al so assured that SESA
supported education that was student, famly and comrunity-
centered and net the individual needs of students; assisted
SESA in addressing other state education needs of
individuals with low incidence disabilities, as external
funding was obtained; and nonitored SESA policies and
pr ocedur es.
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Ms. Ryan observed that SESA was established in 1986, as a
not-for-profit corporation that operated under a sunset
provision. She noted that SESA received Low Incidence
Disabilities (LID) funding fromthe Departnment of Education
and Early Devel opnent based on prior year’'s statew de tota
enrol Il mrent and federal and state grants and contracts.

2:33: 45 PM

Representative WIlson referred to LID funding. She asked if
funding was based on all students that were designated as
speci al education students. M. Ryan expl ai ned that funding
was based on the entire student count not just the count of
speci al education students.

Ms. Ryan pointed out that required services were itinerant
outreach services to students who were deaf; deaf-blind,
cognitively inpaired; hearing inpaired; blind and visually,
orthopedically disabled, multiple disabilities, or autism
She noted that these disabilities tended to be uncommon.
Speci al education instruction support and training of |ocal
school district personnel were provided to both special and
regul ar education staff. Qher services appropriate to
speci al education needs were al so provided.

2:35:13 PM

Ms. Ryan spoke to the funding fornmula set in 1998, which
was $15.75 times the nunber of students in the state in
average daily menbership in the preceding fiscal year

Ms. Ryan observed that the recommended change in funding
formula for SESA was 0.40% of the current year base student
allocation (BSA) X total average daily nenbership (ADM
from previous year. She explained that the increase would
catch SESA up in terns of inflation. The formula would tie
SESA funding to the BSA. The sunset provision would al so be
renoved

Ms. Ryan explained that the funding forrmula for SESA was
based on a fixed student allocation that was set in 1998
and did not keep up with inflation. She enphasized that
SESA specialists traveled frequently to rural Al aska and
travel expenses were rising. In FY 2013, SESA would receive
|l ess noney than it did 10 years ago; SESA's BSA did not
change when school district's BSA changed. |If SESA's BSA
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had changed at the sane tine, its rate would be $22.71
i nstead of $15. 75.

2:36:51 PM

Ms. Ryan observed that the 2007 audit recommended that the
statutory funding fornula be reevaluated based on the
effects of inflation and increased enployee costs. The
interim conmm ssioner of Departnent of Education and Early
Devel opnment concurred with the audit's recomrendations at
the tine of the audit.

Co- Chai r Stoltze asked t he position of t he new
conmm ssioner. Ms. Ryan stated that the new comm ssioner was
non-commi ttal.

2:38: 04 PM

Ms. Ryan observed that in response to the last audit, SESA
successfully secured additional grants and contracts that
fit with its mssion. “Soft” noney dedicated for specific
purposes in 2011 conprised 45% of SESA' s budget; there was
a $236,000 contribution to overhead. As a result, SESA was
able to fund 3 positions for the LID program She pointed
out that specialists that consult with districts would have
to be reduced if the "soft" noney did not continue. She
concluded that SESA had increased grant funding over
previ ous years.

2:38: 46 PM

Ms. Ryan reiterated that SESA had already had difficulty
nmeeting its statutorily nmandated duties. If there was a
reduction in grants and contracts the situation would
wor sen and negatively inpact students and school districts.

Ms. Ryan enphasized that SESA brought the ability to
provi de evidence-based strategies to school districts,
whi ch woul d be decreased without funding. A lack of funding
woul d result in fewer and shorter on-site visits.

Ms. Ryan stressed the inportance of SESA for new speci al
education teachers and to classroom teachers working wth
students who have uni que, |owincidence disabilities.

2:40: 14 PM
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Representative W/ son spoke to nmentoring and observed that
the Departnent of Education and Early Devel opnent already
mentors first and second year teachers and suggested there
was a duplication of service.

P.J, FORD SLACK, PH D, BOARD PRESI DENT, SPECI AL EDUCATI ON
SERVI CE AGENCY, observed that she was also the principal at
Sitka H gh School and the fornmer superintendent of the
Delta Geely School District. She responded that the
mentorship program did not nentor special educat i on
teachers or specialists while she was at Delta Geely. Only
core academ c areas were nentored.

Representative WIson argued that speci al educati on
teachers were included in the Departnment of Education and
Early Devel opnent's nentoring prograns and asked for nore
dat a.

PATRI CK  PI LLAI, EXECUTI VE DI RECTOR, SPECI AL EDUCATI ON
SERVI CE AGENCY (SESA), added that a lot of the new teaching
mentoring was done to bring teachers into the teaching
envi r onment for strat egi es, whi |l e SESA provi ded
prof essi onal devel opnent in special education that mght be
specific to a particular syndrome. He observed that new
teachers mght have only taken one generic class. The
prof essi onal devel opnent provided by SESA was for classroom
strategies and on-going professional developnment for the
general school body.

2:42: 27 PM

Representative WIson suggested there needed to be
di scussion with the university and Departnment of Education
and Early Developnent if there were special education
teachers wi thout a special education degree.

Ms. Ryan explained that a special education teacher could
have a general background, but SESA provided specialized
servi ces.

Representative Gara sunmarized that wurban districts had
their own special education expertise and SESA focused on
smal ler districts. M. Ryan agreed that the focus was on
rural districts and pointed out that Anchorage and | arger
districts had the expertise to work wth special needs
students. She added that SESA provided support and
information to all school districts.
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Representative Gara stressed the common goal to provide
needed services in the nost sufficient manner. He asked how
many students SESA served. M. Pillai noted there were 354
LID students. He added that SESA also worked wth the
general education staff and peers that interact with those
students through training.

Representative Gara asked the per student dollar cost. M.
Pillai agreed to provide the information. He stressed that
services were provided to nore than just the students.

2:45:52 PM

Representative Costello observed that the foundation
formula based on student attendance was approximately
$5,682 per student. The LID program was a genera
percentage of total student popul ation.

M. Pillai clarified that the child count was the count of
special education students. The calculation was $15.75
times the ADM which was not tied to BSA. School districts
were functioning at 5 percent of the consuner price index
(CPl'), while SESA was 30 percent bel ow the CPI

Representative Costello concluded that the rate was based
on total student popul ati on based on a historical nunber.

M. Ryan clarified that the nunber of children was simlar
but funding was tied to all the children receiving an
education in the state and was a flat rate. She expl ained
that SESA funding would decrease with the child count;
unli ke school districts whose funding was tied to the BSA
The legislation would tie SESA funding to the BSA
Districts refer children to SESA.

2:49:33 PM

Representative Costello noted the program was set up to
primarily help rural students. She referred to children
with autism enrolled in Anchorage. M. Pillai clarified
that while larger districts tended to have their own
specialists; SESA provides training for larger districts.

Representative Costell o questioned how funding for SESA fit

with other state needs and why the request was for a
percentage i nstead of a dollar anmount increase.

House Fi nance Committee 17 02/06/12 1:35 P. M



M. Pillai stressed the difficulty of recruiting and
mai ntaining staff at the current funding level. Miltiple-
disability specialists were reduced from five to three
through attrition. New recruits did not receive the sane
level of wage or benefits as those being replaced.
Conmpetition W th ot her school entities af fected
recruitnment; there was a 40 percent discrepancy between
SESA and the Anchorage School District.

M. Pillai spoke to the demand for services. The ADM was
dropping, but the LID nunbers and the nunber of referrals
from rural Alaska had increased. Sonme districts had up to
eight or nine students with autism Extra funding would
allow nore specialists to be hired and inprove salary
scal es for retention.

2:53:31 PM

Representative Costell o asked the turnover rate. M. Pilla
observed that there was a |ow turnover rate for many years
due to retirenment incentives, but six enployees had left in
the previous year. He noted difficulties with recruitnent
due to salary and the high degree of specialty needed.

2:54:53 PM

Ms. Ryan spoke to the sunset provision. The 2007, audit
found that: SESA performed a valuable, effective and
efficient service to school districts that they could not
provi de thenselves because of the nature of |ow incidence
disabilities; students were able to be served in their
local communities; and SESA did not duplicate services
provi ded by the Departnent of Education & Early Devel opnment
or local school districts. The audit recomrended renoval of
the sunset. She observed that another audit was underway,
which added to the difficulty of recruiting and retaining
qualified staff.

2:55:53 PM

Vice-chair Fairclough asked if the student count was
breakdown by region. She asked if there was a concentration
in specific school districts. M. Pillai observed that 54
school districts were served. Al nost every school district
was served, but there were cloisters in different
districts. Sone districts had eight to ten students, while
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others had one or tw. There was a referral process in
pl ace. Vice-chair Fairclough reiterated that she wanted
student service nunbers.

Vi ce-chair Fairclough asked for a copy of the 2007 audit

and expressed concerned about the fiscal not e. She
suggested that the fiscal note did not adequately show the
cost of continuing the program She requested a breakdown
of adm nistrative costs and the cost of Public Enployees’

Retirement System (PERS) and Teachers' Retirement System
(TRS) prior to servicing students.

2:58: 55 PM

Co-Chair Thomas observed that he had not heard of the
program and spoke against the sunset. He expressed concern
that noney had been given several years prior to
di sadvantaged children and wondered whether the program
woul d serve the sanme children tw ce.

Vi ce-chair Fairclough discussed the district cost factor
i ncrenent increases, which were currently in their final
year. She thought that additional resources had been
appropriated toward disabilities and wondered how the
prograns worked together. She asked for an explanation
about how the program provided unique opportunities that
were not covered by the Departnent of Education and Early
Devel opnent .

3:02:19 PM

M. Pillai, in response to a question by Representative
Neurman, explained that intensive funding was provided to
school s for special education; SESA was nore in the role of
providing onsite professional developnent for teachers
based on the referral process. School districts referred
students to SESA for services.

Representative Neuman expressed concern on behalf of
smal l er school districts and requested a follow up on
costs.

MARCY HERMAN, SPECI AL ASSI STANT, DEPARTMENT OF EDUCATI ON
AND EARLY DEVELOPMENT, testified in support of SESA with a
sunset and offered that Mchael Hanley, Conm ssioner
Department of Education and Early Developnent would be
happy to attend the next hearing.
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MVs. Her man replied to an earlier guestion from
Representative WIson and explained that there were 36
special education teachers being nentored through the
ment ori ng program

LARAI NE ADANS, DIRECTOR OF SOCI AL SERVICES, LOAER YUKON
SCHOCOL DI STRICT, MOUNTAIN VILLAGE (via teleconference),
spoke in support of continued funding through SESA. She
observed that the 11 villages in the district were in
strong support of the |egislation.

DR CASSIE WELLS, DI RECTOR, STUDENT SERVICES, NORTH SLOPE
BOROUGH SCHOOL DI STRI CT, BARROW (via tel econference), spoke
in strong support of SESA and the elimnation of the sunset
cl ause. She enphasized that SESA provided on-site
specialized programng and training for those that work
with the students with the nost significant disabilities,
particularly in rural and renote areas.

Co-Chair Stoltze noted that HB 198 would renmain open for
addi ti onal public testinony.

HB 198 was HEARD and HELD in commttee for further
consi derati on.

AT EASE
3:08: 29 PM

3:08:52 PM
RECONVENED

#hb180
3:13:48 PM

HOUSE BILL NO. 180

"An Act authorizing the Departnent of Adm nistration
to note a person's status as a veteran on the person's
driver's license and to provide certain information to
the Departnent of MIlitary and Veterans' Affairs.”

Co- Chai r Thomas MOVED to ADOPT proposed conmittee
substitute for HB 180, Wirk Draft 27-LS0589\T, (Luckhaupt,
2/ 6/12). Co- Chair Stoltze OBJECTED for pur pose  of
di scussi on.
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REPRESENTATI VE DAN SADDLER, SPONSOR, spoke in support of
House Bill 180. He read the sponsor statenent:

House Bill 180 seeks to help Al aska veterans receive
nore of the benefits they have earned through their
sacrifice and service in uniform and to which they
were entitled by law and custom It would allow the
Division of Motor Vehicles (DW) to add information to
state drivers’ licenses or identification cards
signifying the holder’'s status as a veteran, and would
allow DW to share that information with the state’'s
veterans benefit office.

Alaska is anmong the nost veteran-friendly states in
t he Uni on. Many busi nesses and or gani zati ons
denonstrate their appreciation by offering various
di scounts, preferences and other benefits to bona fide
veterans. However, veterans nust wusually prove they
qualify by presenting certified <copies of their
di scharge docunents - the DD 214, DD 215, or NGB-22
forms, exposing these critical docunents to wear,
damage or | oss.

By giving veterans a way to carry reliable and
convenient proof of their status on state-issued
cards, this bill would help them nore easily enjoy the
full range of personal, business and social benefits
offered to themby a grateful state.

HB 180 could also help relieve the situation in which
tens of thousands of Alaska veterans nmay be m ssing
out on significant governnent benefits, because they
have no contact with the state’s Ofice of Veterans
Affairs. The bill would allow the DW to provide the
names and addresses of those who were issued veteran-
designated driver’s licenses or ID cards to the state
veterans’ office. That office could then reach out to
make nore veterans aware of prograns available to
them and to help them receive any benefits owed to
t hem

Representati ve Saddl er outlined changes from CSHB 180 (STA)
to version X

Page 1, line 9:
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3:17:

Adds "at the request of the person" before “The
departnent shall.” This would allow for the veterans
opt-in provision for information to go to the U S
O fice of Veterans Affairs for identification cards.

Page 2, line 1 :

Adds "with the approval of the person" before “The
departnment shall.” This would allow for the veterans
opt in provision for information to go to the US.
Ofice of Veterans Affairs for the driver's |icense.

Page 2 line 8 :
Adds "at the request of the person" before *“the
departnment shall ..

Page 2, Lines 16-19:

Adds | anguage allowing for a $5 fee for the driver’s
license replacenent with the veteran designation
which is a change from a $15 replacenent fee. This
woul d cover t he departnent's expense wi t hout
addi ti onal revenue.

Page 2, Lines 13-14:

Adds "with the approval of the applicant” and provides
that the departnment "shall rmake available"” [provide]
the nane and address.”” This nakes sending information
fromthe Division of Mdtor Vehicles to the U S. Ofice

of Veterans Affairs for the opt-in provision.

Page 2, Line 20: changes effective date from 2012 to
"2013".

51 PM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, committee substitute for HB 180, Wrk
Draft 27-LS0589\T, (Luckhaupt, 2/6/12) was adopted.

3:18:

50 PM

RON SI EBELS, M LI TARY ORDER OF THE PURPLE HEART, ANCHORAGE

(via

t el econf erence), testified in support of t he
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| egislation. He stressed the benefits of the |egislation
and the inmportance the state recognition of veterans.

CHRI'S NELSON, MJULDOON (via teleconference), testified in
support of HB 180. He noted the high unenploynent rate
anong recently returned veterans, which was higher than the
nat i onal unenpl oynent rate. Sever al gover nnment a
jurisdictions were instituting veterans' hiring preference
along with unions and private enployers that were actively
recruiting veterans. He stressed the inportance of easy
identification and noted that the service discharge papers
were cunbersonme and included nore information than needed
by an enpl oyer.

3:21: 04 PM

Co-Chair Thomas questioned where the designation would be
on the license and suggested an Anmerican flag could be
added to the background.

RI C DAVI DGE, PRESIDENT, VIETNAM VETERANS OF AMERICA (via
tel econference), testified in support of HB 180. He
stressed that the identification of veterans on state ID s
was a national priority. He stressed the need to contact
veterans in regards to nedical conditions. He pointed to
congressional directives to seek out veterans for services.
The legislation would also allow a uniform ID for veterans
to obtain services for disabilities, di scount s, and
enpl oynment appl i cations.

3:24:52 PM

SUSAN GORSKI, EAGLE RI VER CHAMBER OF COWERCE, CHUQ AK (via
tel econference), testified in support of HB 180. She
observed that the legislation would facilitate veterans
with other public services and prevent the need to carry
di scharge papers.

Co-Chair Stoltze noted the high density of veterans in his
district, which was doubl e the national average.

3:27:11 PM

VERDI E BOWEN, DI RECTOR VETERANS AFFAIRS, ANCHORAGE (via
tel econference), testified in support of HB 180. He
observed that not all veterans received a nedical care card
from US Ofice of Veterans Affairs (VA); only veterans
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that receive care at the VA received a card. Only 30,000
veterans were registered at the VA. He felt the legislation
woul d facilitate identification of veterans.

3:28:40 PM

Representative Neuman asked if veterans should have to
check to opt in or out with the VA

M. Bowen would prefer to be able to contact all veterans
but stressed that receipt of the benefit on the |license was
the first priority.

Represent ati ve Neunman noted an anendnent m ght be necessary
to ensure the protection of a veteran's privacy.

3:30: 23 PM

Representative Saddler agreed with Representative Neuman's
concern and observed an anendnent m ght be needed to delete
"With the approval of the person” and to insert "unless the
person objects.” Co-Chair Stoltze noted that anendnents
woul d be taken up at the next hearing and acknow edged the
need to protect veterans' privacy.

Representative GQuttenberg asked if the list of veterans was
avai lable to service agencies for notification of benefits
only. M. Bowen affirnmed that the provision was included
through the PFD application. Currently, 3,400 had checked
the veteran's box; the mjority of addresses were for
mlitary installations.

3:32: 07 PM

Representative Saddler felt privacy was protected and had
no objection to the current version.

Representative Gara asked if the Alaska National Guard was
i ncluded. M. Bowen affirned.

3:33:17 PM

STACY OATES, ADM NI STRATIVE MANAGER, DIVISION OF MOTOR
VEHI CLES, DEPARTMENT OF ADM NI STRATI ON (via
tel econference), provided information on the |egislation.
She observed that the adm nistration was neutral regarding
the legislation but cautioned that the legislation would
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open the door to the addition of other designators. She
mai ntai ned that the purpose of the license was to provide
proof of the ability to drive and the proof of identity for
| aw enforcenent purposes. There would be additional revenue
fromthe initial enactnment. She observed that wait tine at
Division of Mdtor Vehicle (DW) offices mght be inpacted.
She estimated that fifty percent of qualified veterans
woul d opt for the designator within the first year, which
was reflected in the fiscal note.

3:35:25 PM

Representative Edgnon referred to the fiscal note and
observed that it was unclear whether DW would collect the
standard fees for driver's |licenses.

Co-Chair Stoltze asked if the departnent had a position on
t he organ donor designation. Ms. Cates could not answer.

3:37:14 PM

Representative WIson spoke to the estimated wait tine at
DW's. M. QOates could not determne the real effect on
wait tinmes, but noted that individuals would have to apply
in person. Representative WIlson reiterated concern wth
wait times at DW offices. Ms. Qates acknow edged that wait
time varied.

3:39: 03 PM

Vi ce-chair Fairclough expressed support for the |egislation
with a provision to opt-out. She asked that the conmmttee
be provided information relating to the Real ID Act and the
effect on Al askans.

Representative Saddl er noted that the fiscal note was based
on the $15 replacenent charge and would need to be updated
to reflect the change to $5. He observed that the right to
privacy was protected in version T on page 2, line 1

3:41:18 PM

Co- Chair Thomas observed that the fiscal note contained 160
design hours to acconmodate the designation. He reiterated
the possibility of placing a flag in the background [as a
designation]. Ms. Qates could not respond.
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Co-Chair Thomas reiterated that a flag would be an
appropriate identifier.

Co- Chai r Stoltze expressed di sappoi nt nent Wi th t he
adm ni stration's neutral position.

3:43: 35 PM

Co-Chair Stoltze asked if the 160 contract hours could be
quantified. Ms. Oates noted it would be $143 dollars at 160
hours ($22, 880).

Vi ce-chair Fairclough concurred that a US flag would be a
fitting backdrop.

Vice-chair Fairclough MOVED to ADOPT reduce the contact
costs for design in the fiscal note by $33 thousand. There
bei ng NO OBJECTIQN, it was so ordered.

3:46: 49 PM

Representative Costello MOED to ADOPT a conceptua

anmendnent: before "designation” insert "United States flag"
on page 1, line 9 and page 2, line 8. There being NO
OBJECTION, it was so ordered.

3:48: 41 PM

Co-Chair Thomas MOVED to report CSHB 180(FIN) out of
Commttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng revised fiscal note. There being NO OBJECTI ON
it was so ordered.

CSHB 180(FIN) was REPORTED out of Conmittee with a "do
pass” recomrendation and with a new fiscal inpact note by
the House Finance Commttee for the Departnent of
Admi ni strati on.

#
ADJ OURNVENT

3:49: 54 PM

The neeting was adjourned at 3:50 PM
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