1: 38: 06 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
February 15, 2012
1:38 p. m

Stoltze called the House Finance Conmittee neeting

to order at 1:38 p.m
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Representati ve
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Representati ve
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VEMBERS ABSENT

Representati ve

Bill Stoltze, Co-Chair
Bill Thomas Jr., Co-Chair
Ma Costello

M ke Doogan

Bryce Edgnon
David Guttenberg
Reggi e Joul e

Mar k Neuman
Tamri e W1 son

Anna Faircl ough, Vice-Chair

Representative Les Gara

ALSO PRESENT

Darrell Breese, Staff, Representative Bill Stoltze; M chael
Pascal, Staff, Representative Eric Feige.

PRESENT VI A TELECONFERENCE

Whitney Brewster, Director, Dvision of Mtor Vehicles,
Department of Administration; Alice Edwards, Director
Division of Ar Quality, Department of  Environnental
Conservation; Scott Ruby, Alaska Division of Conmunity and
Regi onal Affairs, Departnent of Comerce, Comunity and

Econom ¢ Devel opnent.

SUMVARY

HB 10

House Fi nance Committee

NONCOMMERCI AL TRAI LER REG STRATI ON FEE

02/15/12 1:38 P.M



HB 10 was HEARD and HELD in commttee for further
consi derati on.

HB 64 PERVANENT MOTOR VEHI CLE REG STRATI ON

HB 64 was HEARD and HELD in commttee for further
consi derati on.

HB 118 RESEARCH AND DEVELOPMENT TAX CREDI T

CSHB 118(FIN) was REPORTED out of conmittee with
"no recomrendati on"” and acconpanyi ng new
indeterm nate fiscal note fromthe Departnent of
Revenue and new zero fiscal note fromthe

Depart ment of Labor and Wor kf orce Devel opnent.

HB 170 MUNI TAX EXEMPTI ON FOR CERTAI N VOLUNTEERS

HB 170 was HEARD and HELD in committee for
further consideration.

1: 38: 13 PM

#hb118
HOUSE BILL NO. 118

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

1: 38: 22 PM

Co-Chair Stoltze announced a procedural error in reporting
out of commttee the Labor and Commerce version of CSHB 118
i nstead of the Finance version of the bill.

Co-Chair Thonmas MOVED to RESCIND CSHB 118(L&C) that
reported out of commttee on 2/13/2012. There being NO
OBJECTION, it was so ordered.

Co-Chair Thomas MOVED to report CSHB 118(FIN) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

Co-Chair Stoltze OBJECTED for purpose of discussion. There
being NO further OBJECTION, it was so ordered.
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CSHB 118(FIN) was REPORTED out of conmttee wth "no
recomendati on" and acconpanying new indetermnate fiscal
note from the Departnent of Revenue and new zero fiscal
note from the Departnent of Labor and Wrkforce
Devel opnent .

1:41:13 PM

#hb10
#hb64
HOUSE BI LL NO. 10

"An Act relating to the registration fee for
noncommercial trailers and to the nptor vehicle
tax for trailers.”

HOUSE BI LL NO. 64

"An Act relating to permanent notor vehicle
registration; and providing for an effective
date."

1: 41: 28 PM

Co- Chai r Thomas MOVED to ADOPT proposed conmittee
substitute for HB 64, Wrk Draft 27-LS0327\T (Luckhaupt
2/ 13/12.)

Co-Chair Stoltze OBJECTED for purpose of discussion.

DARRELL  BREESE, STAFF, REPRESENTATI VE  BILL  STOLTZE,
expl ai ned the purpose for nerging HB 10 and HB 64 into one
commttee substitute was for efficiency. Both bills deal
with simlar sections of state statutes, therefore noving
forward with one bill would be nore effective. The one
additional change to the bill wuld be to renobve the
state's responsibility to <collect the Mtor Vehicle
registration tax required for sixteen nunicipalities and
cities within the state of Al aska. The local |egislative
body sets the rate and the Departnent of Mtor Vehicles
(DW) collects the tax with an eight percent collection
fee. Since the tax is a municipal or city tax, the bill
shifts the collection responsibility fromthe Departnent of
Mot or Vehicles back to the nunicipalities and cities.
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Co-Chair Stoltze asked if the reference applied only to
vehicles eligible for the permanent registration. M.
Breese responded that the |anguage was crafted to renove
all notor vehicle tax collection from the departnent. Co-
Chair Stoltze indicated his intent as sponsor was to

clarify the bill as a policy question.
1: 44: 41 PM
M. Breese elaborated that the bill establishes two sets of

vehicle classifications; one for non-comercial vehicles,
ei ght years or older where the owner can choose to adopt a

per manent r at her t han bi - annual regi stration, and
establishes a fee rate for the permanent registration. The
bill sets a one-tine $300 fee for the pernmanent

regi stration of a non-comercial vehicle. Permanent vehicle
registration for both non-comercial notor vehicles and
trailers would be an option, not nmndatory, and the
registration would not be transferable if the vehicle is
sol d. The Depar t ment of Mot or Vehi cl es esti mat es
approximately ten percent of notor vehicle owners and
twenty percent of trailer owners would choose pernmanent
regi stration

Co-Chair Stoltze reiterated that the DW nunbers were an
esti nmat e.

M. Breese pointed out that the DW estinmation was based on
t he nunmber of vehicle transactions, but agreed it was just
an approxi mati on. Per manent non- conmer ci al trailer
registration is consistent wth I|egislative decisions
regarding comercial trailers. Comrercial vehicles are
currently allowed to register for a $25 one-tinme fee.
Currently the DW is charging $30 for non-comercia
trailer owners every two years. The bill establishes a one-
time fee of $100 for non-conmercial vehicl es.

1: 48: 22 PM

Co-Chair Stoltze pointed out that nany states follow the
same procedure and there would be potential changes in
revenue. He remarked that many owners register their
vehicles or trailers as comercial rather than non-
commercial in order to only pay the one-tine fee.

1: 50: 41 PM
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M. Breese referenced the 20th legislature in 1998, HB 104
which <created the permanent trailer registration for
commercial trailers. Co-Chair Stoltze noted the |[ogica
reference used in the present bill.

1:51: 15 PM

Representative CQuttenberg wondered how the Ilicense plate
and tag would work wunder this plan. Presently, when a
vehicle is registered, it receives a license plate, then
after renewal, a tag is issued with the year and nonth.

1: 52: 00 PM

VH TNEY BREWSTER, DI RECTOR, DIVISION OF MOIOR VEH CLES
(DW), DEPARTMENT COF ADM NI STRATION (via teleconference),
signified that the DW does not issue tags for permanent
registration of commercial trailers. She indicated that the
DW could consider issuing a tag for permanent non-
commercial trailers

Co-Chair Stoltze requested any concerns that the DW may
have with this bill.

Ms. Brewster agreed the bill would be nore equable for
trailer owners. As far as the permanent registration for
vehicles, the information in the fiscal note is only the
departnment's estimate on how many people may choose the
permanent registration option. She added that the DW does
retain eight percent for the fees collected for the notor
vehicle registration tax which is approximately $1 mllion
a year into the general fund. She indicated that the DW
woul d | ook further into the fee collection |oss.

1: 55: 29 PM

Co-Chair Stoltze asked if she saw any administrative
problenms for the DW if the bill is passed. M. Brewster
i ndi cat ed changes woul d be needed in the DW dat abase. Co-
Chair Stoltze indicated after talking with the Departnent
of Public Safety regarding concerns, they did not foresee
any probl ens.

1: 57: 22 PM

ALI CE  EDWARDS, DI RECTOR, DVISSON O AR QUALITY,
DEPARTMENT  OF  ENVI RONMENTAL  CONSERVATI ON  ( DEC) (via
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tel econference), responded that the DEC had no concerns
with the bill. Co-Chair Stoltze questioned the need for
resubmtting the previous fiscal note of $81,000. M.
Edwards responded that a new zero fiscal note had been
submtted as the EPA had approved the suspension of the
em ssion programin Anchorage.

Co-Chair Stoltze applauded the departnent for the financial
savi ngs.

1: 59: 08 PM

Co-Chair Stoltze signified that public testinmony wll
remai n open.

CSHB 64(FIN) was HEARD and HELD in commttee for further
consi derati on.

2: 00: 46 PM
AT EASE

2:09: 51 PM
RECONVENED

#hb170
HOUSE BI LL NO. 170

"An Act relating to rmunicipal property tax
exenptions on residences of <certain volunteer
enmergency services personnel and the w dows and
w dower s of vol unt eer ener gency servi ces
personnel ; and providing for an effective date."

2:10: 06 PM

M CHAEL PASCAL, STAFF, REPRESENTATIVE ERI C FEI GE, di scl osed
that Representative Feige is the Fire Chief of the
Chickaloon Fire Departnent and also on their board of
directors, therefore he could benefit from this bill. M.
Pascal indicated that he was an assistant Fire Chief of the
rural Deltana Fire Departnment, but would not benefit from

this bill because of +the departnent's l|ocation in an
unorgani zed borough where there is no property tax. He
explained that the bill allows a nunicipality that levies a

property tax to provide an exenption of up to $150,000 to
volunteers for fire energency services. The exception could
be used by the community as a recruitnment tool. The bill
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al so offers a provision that the state could, if it chooses
to appropriate funds, reinburse a comunity for the | ost
revenue tax. Recruitnment of volunteers is increasingly nore
difficult in Alaska. Comunities throughout Al aska have
tried many nethods of volunteer enlistnment. He enphasized
that the bill could be used as an inducement to attract
vol unteers, but would not force a municipality to inplenent
the program Co-Chair Stoltze indicated that a required
ordi nance would be necessary. M. Pascal agreed that an
ordinance needed to be created to define how an active
vol unteer is measured and how t he exenption woul d be given.

2:13:26 PM

Representative WIson asked for «clarification on the
financial inmpact in the Fairbanks North Star Borough. M.
Pascal indicated the difficulty in determning the inpact
to various comunities throughout Al aska as the information
is not readily available. In using Grdwod as an exanpl e,
out of the thirty volunteers, about eighteen of them own
property with the naxi num eval uation being $150,000. If a
community |ooked at the local mll rate based on the
$150, 000 evaluation of the property, the local financial
i npact coul d be determ ned.

2:15:01 PM

Co-Chair Stoltze inquired if the debate would take place on
the local level which is the reason for having a |ocal
option. M. Pascal agreed that the local community would
have that debate and deci de whether to offer the exenption.

Representative WIson asked if the current $20,000 that is
stacked on top of the senior exenption would go on top of
the proposed volunteer exenption. M. Pascal replied that
the $150,000 is the sole ambunt so it would not go on top
of senior or any other exenption.

Co-Chair Stoltze inquired if the $150,000 is the wupper
limt or could the | ocal governnment opt for a | ower anount.
M. Pascal replied that the $150,000 limt is the current
one in statute for the senior exenption. Since there is a
possibility the state could fund the exenption at a |ater
date, the $150,000 limt was put into the bill. Co-Chair
Stoltze reiterated if the local comunity could opt for a
| esser amount. M. Pascal replied that was correct.
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2:16:36 PM

Representative WIlson inquired about the retroactive status
for widows and w dowers. M. Pascal suggested that the
defining guidelines and procedures would be left to the
muni ci pality. Co-Chair Thomas commented on a personal
experience where a friend s wi dow could m ss the exenption.

Representati ve Neuman read page one, line 13, of the bil
stating that there needs to be clarification in the statue
of "up to" $150,000. Co-Chair Stoltze agreed that would be
a valid change to the bill. He noted the bill needs to
reflect the sponsor's intent. Representative Neuman offered
to draft an anmendnent to reflect the change.

2:19: 26 PM

Representative Costello agreed that the retroactive
possibilities need further discussion. Co-Chair Stoltze
agreed that further discussion on retroactive options would
be needed. Co-Chair Thonmas suggested that retroactivity
could be addressed as a local option. Co-Chair Stoltze
noted that the bill has an effective date and any
di scussions regarding retroactive exenptions would need to
be placed within the bill.

2:21:14 PM

Representative Quttenberg referred to page 2, line 16-21,
determning who is covered if an individual applies late or
forgets to apply. He wondered who is being covered, besides
those that apply late and how it would be determ ned. M.
Pascal reported that the |anguage was pulled from existing
exenptions already in place. Representative Quttenberg
requested exanples of other exenptions. M. Pascal noted
the elderly exenption which is mandatory, but was unable to
name others. Co-Chair Stoltze |isted other exenptions, such
as disabled veterans, w dows of disabled veterans, and
wi dows of senior exenptions.

2:23:34 PM

SCOTT RUBY ALASKA DIVISION OF COWUNTY AND REGQ ONAL
AFFAI RS, DEPARTMENT OF COWERCE, COVMUNITY AND ECONOM C
DEVELOPMENT (via teleconference), signified that he would
provi de a conprehensive list to the conmttee.
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Representative Quttenberg noted if someone does not apply
for the permanent fund for whatever reason, but wants the
property tax exenption; it could bring up a policy call
dil emma. He indicated support for the bill, but needed sone
policy clarifications. Co-Chair Stoltze indicated that the
permanent fund dividend eligibility is a constitutionally
tested time for allowable residency. Representative Edgnon
noted various definitions of permanent residency. Co-Chair
Stoltze agreed, but indicated that the permanent fund had
t he nost universal determ nation

2:25:46 PM

Represent ati ve Doogan wondered if the bill's assunption was
that people would not becone volunteer fight fighters if
the benefit was not offered. He questioned if the benefit
was an inducenent or a reward. M. Pascal replied that the
bill offers an inducenent. Over tine volunteerism often
beconmes nore difficult on the individual so this inducenent
would be an added incentive to recruit and retain
vol unt eers.

2:26:49 PM

Co-Chair Thomas queried if volunteer hospice workers would
be eligible for this benefit. M. Pascal replied that
hospi ce workers would not be covered in this bill. The bill
does not cover schedul ed  volunteerism but t hose
i ndi vidual s responding to spontaneous energency situations
on any day or time. Co-Chair Thomas offered that a hospice
volunteer and an energency nedical responder nay be one
person. M. Pascal agreed that nbst comunity volunteers
overlap in positions.

2:28:19 PM

Co-Chair Stoltze pointed out that he represented one of the
| argest volunteer fire departnments in the state. He
el aborated that a volunteer board of supervisors was
connected to the fire departnment and wondered about their
eligibility. M. Pascal renmarked that the designation was
for active volunteers wunder the definition the state
provided for the hepatitis vaccine. The l|ocal conmunity
woul d have the final determnation on defining the active
vol unteer status. Co-Chair Stoltze remarked that the
hepatitis vaccine was just another test and standard for
determining eligibility. M. Pascal interjected that the
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hepatitis vaccine is a serious issue wth increased
awar eness in communities.

2:29:38 PM

Representative WIson nentioned that volunteers in her
| arger community do not overlap positions. She opined that
the bill was naking one group nore inportant than another
She also believed the state could end up with a large
financial burden. M. Pascal indicated that the volunteer
eligibility issue was discussed in the previous conmttee
and the agreed upon distinction was the requirenment of
i mredi ate sacrifice versus the scheduling of the sacrifice.
Representative WIlson stressed that true volunteers do nake
sacrifices even if the service is schedul ed.

2:31: 14 PM

Co-Chair Stoltze rem nded the conmttee that the noney nust
derive from sonewhere, but signified that volunteers do
save the state noney. He acknow edged that the financial
i npact on each community would be different. Representative
Edgrmon noted the committee support for the bill, but needed
clarification with a definition on page 2, line 7, that
reads a person qualified as a volunteer for purposes of
this section only if the person has been a volunteer of the
fire departnment, energency nedical or rescue services for
at least two years before the date. He noted Representative
GQuttenberg's point on |line 16-21, that referenced the
permnent fund dividend. On page 3 another definition of
volunteer is under Title 18. He questioned the differences
and if they overlapped. M. Pascal agreed the definitions
were qualifications designed so that an individual could
not sign up to volunteer one day and immediately receive
the exenption. The bill's intent is to ensure a mnimm
qualification for the volunteer definition and eligibility.

2:33:48 PM

Representative Edgnon recounted that an individual nust be
a volunteer for two years and have residency verified by
the permanent fund dividend. He asked for further
information regarding volunteer requirenments in Title 18.
Co-Chair Stoltze remarked that |ocal governments woul d | ook
at how it overlaps their tax cycle. M. Pascal agreed and
signified he woul d provide wording for Section 18.
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2:34:36 PM

Representati ve Doogan questi oned t he problem this
legislation was intended to solve. He wondered if the
probl em was not enough volunteer fire fighters or the bil
would just provide a conpensation award. M. Pasca
remarked that the issue addressed in the bill was the |ack
of volunteers in many communities. Representative Doogan
questioned if the bill provided the best nethod for solving
t he vol unteer probl em

2:35:45 PM

M. Pascal agreed there is not just one nethod to address
the problem He stressed the great financial burden if
comunities replaced volunteers with permanent enployees.
Representati ve Doogan contended he was not questioning the
value of the volunteers, but trying to establish whether
t he inducenent was necessary and if the bill provided the
nost appropriate way to handle the situation at the
appropriate level. Co-Chair Thomas interjected that younger
menbers of sonme comunities were not volunteering at the
rate of previous generations. He believed the bill provided
a good incentive to reward and recruit vol unteers.

2:39: 04 PM

Representative Costello stressed that the state nay end up
replacing the community's | oss revenue from property taxes.
The state may be in the red by 2015 and, w thout nore oil
production, cash reserves could be depleted by 2025. The
state could decide at a later date not to help the
communities with |ost revenue. She wondered what would
prevent a local comunity from increasing the mll rate to
property owners payi ng taxes.

M. Pascal remarked that the provision for the state is not
| oaded on the front, but only if the state |ater chooses to
enact legislation to fund it. If the state does decide to
fund the program and later pulls out, the nmunicipality
woul d have to fund the program or end the exenption.

Co-Chair Stoltze remarked that clarification was needed to
indicate the possibility of a |lower threshold than $150, 000
to provide local flexibility. He requested nore detailed
information on eligibility status, volunteer definitions,
and a list of other exenptions.
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2:42:10 PM

Representative Doogan remarked that fiscal note discussion
was needed. Co-Chair Stoltze noted the relevance of the
fiscal note and that local comunities needed to weigh in
on the fiscal inpact to their community. Representative
Doogan suggested the fiscal note be indeterm nate rather
than zero. Decisions nade regarding the exenption would
roll into municipalities which could eventually roll to the
| egislature. Mre information was needed on the potential
cost of the volunteer exenption program

2:44: 04 PM

Co-Chair Stoltze requested M. Pascal provide the mll
rates for cost projections. He declared nost community fire
chiefs could provide needed answers. Co-Chair Thomas

rem nded the conmttee of an earlier proposed bill allow ng
the municipalities to phase out the senior citizen tax
exenption over a ten year period. If inplenmented, the

muni ci pality could have the option to phase out the
exenption to a volunteer after a declared tinme period.

2:46: 31 PM

Representati ve Neuman indicated his approval of the concept
and local option proposed. He noted, in WIllow, the
difficulty in attracting volunteers, but was concerned over
the potential lost revenue for a community. Personal taxes
in a fire service area could change dependi ng on the nunber
of volunteers. He questioned how nunicipalities would
di stribute the paynent to volunteers throughout a borough.

2:49:17 PM

M. Pascal asked Representative Neuman if he questioned
that the bill was envisioned to be a specific fire service
area or for the entire municipality. Representative Neuman
gueried, if the state does not reinburse the expenditure,
woul d the cost be passed on to people in a specific fire
service area or wuld it be borough wde taxation. M.
Pascal indicated the cost would be borough w de.

2:50: 22 PM
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Representative WIson agreed that was part of her concern
The many divisions in Fairbanks make it difficult to
determne who would eventually pay; where the volunteer
lives or where the individual volunteers. She indicated she
would run nunbers in her community to assess the inpact
Co-Chair Stoltze suggested working with the volunteers who
woul d know t he denographics of their departnents.

HB 170 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT

The neeting was adjourned at 2:52 PM
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