1: 32: 26 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
February 27, 2012
1:32 p.m

Stoltze called the House Finance Conmittee neeting

to order at 1:32 p.m
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Representati ve
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Representati ve

VEMBERS ABSENT

Representati ve
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Representati ve
Staff,

Commer ce,

Representative
Executive Director,
Community and Econom c Devel opnent;
Deputy Director,

Bill Stoltze, Co-Chair

Bill Thomas Jr., Co-Chair
Anna Faircl ough, Vice-Chair
Ma Costello

M ke Doogan

Bryce Edgnon

Les Gara

David Guttenberg

Reggi e Joul e

Tammi e W1 son

Mar k Neunan

Wes Keller, Sponsor; Kaci Schroeder-Hotch,
Bill Thomas; Sarah Fisher-Goad,
Al aska Energy Authority, Departnment of
Peter Crinp,
Al ternative Energy and Energy Efficiency,

Depart ment of Commerce, Community and Econom c Devel opnent;
Chuck  Kopp, Chi ef of Staff, Senat or Fred Dyson;
Representative Paul Seaton, Sponsor; Joe Mchel, Staff,
Representative Bill Stoltze; Mary Jane Shows, Staff,
Representative Paul Seaton, Sponsor; Representative Fred
Dyson.

PRESENT VI A TELECONFERENCE

Richard Kromer, Senior Attorney, Institute for Justice,
Arlington, Vi rginia; Andrew  Véal ker, Owner , Conmput er
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Renai ssance, Soldotna; Victor Kester, Executive Director,
Alaska Ofice of Victine' R ghts, Legislative Branch;
Andrew  Harri ngton, At t or ney, Commerci al / Fai r Busi ness
Secti on, Departnment of Law, Jordan Marshall, Speci al
Projects Manager, Rasnuson Foundation, Anchorage; M ke
Wal sh, Vice President, Foraker G oup, Fairbanks.

SUMVARY
HIR 16 CONST. AM  EDUCATI ON FUNDI NG

HIR 16 was HEARD and HELD in Committee for
further consideration.

HB 224 SALES OF NI COTI NE PRODUCTS TO M NOR

CSHB 224(FIN) was REPORTED out of commttee with
a "do pass" reconmendation and with one zero
fiscal note from the Departnent of Health and
Soci al Services and one zero fiscal note fromthe
Depart ment of Law.

HB 250 EXTEND RENEWABLE ENERGY GRANT FUND

HB 250 was HEARD and HELD in commttee for
further consideration.

HB 302 REPEAL PI CK- CLI CK- 3 VE AUDI T REQUI REMENT

CSHB 302(FIN) was REPORTED out of conmittee with
a "do pass" recommendation and with one new zero
fiscal note fromthe Departnment of Revenue.

CSSB 30(2nd Jud)
RETURN OF SEI ZED PROPERTY

CSSB 30(2nd Jud) was REPORTED out of comittee
with a "do pass" recommendation and with three
previously published fiscal notes including, one
indeterminate note: FN4 (LAW; and tw zero
notes: FN3 (DPS) and FN5 (LEG .

#hj r 16
HOUSE JO NT RESOLUTI ON NO 16

Proposi ng anendnents to the Constitution of the State
of Alaska relating to state aid for education.
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1: 34: 01 PM

REPRESENTATI VE WES KELLER, SPONSOR, thanked the committee
for hearing the legislation. He discussed that Richard
Kromer with the Institute of Justice had been involved in
various private education school scholarship cases. He
opined that the bill represented a step forward in the
education system He explained that the purpose of the bill
was to expand education choice options by allow ng public
noney to follow children to private schools based on
parental choice. The bill provided a |egislative response
to past Al aska Suprene Court decisions (Matthews v. Quinlan
and Sheldon Jackson v. State of Alaska) that Dbroadly
interpreted the restriction of state funds paying for
private education. He communicated that the Al aska Suprene
Court had determned that the state constitution did not
all ow state noney to pay for private religious schools.

Representative Keller believed that there were sone
exciting private sector options available such as |Tunes U

and Khan Acadeny. He relayed that the bill allowed the
private sector to be nore involved. He had introduced the
bill because he believed that Al askans solidly supported

the idea; he had received a nunber of calls and
encouragenment on the issue. He explained that a "credible"
survey had been done that showed "solid support” related to
the Bl ai ne Anendnent. He relayed that the Al aska Federation
of Natives (AFN) had passed a resolution in support of
school choice. Tom Fink, fornmer legislator and mayor of
Anchorage had worked "tirelessly" on the issue and was
avai l able for questions. He observed that charter schools
had waitlists and honeschools were not a viable option for
many working parents. He stated that private schools cost
| ess, but were prohibitive to nmany parents who could not
afford to pay private school tuition on top of other
expenses such as property tax. He relayed that 2.5 percent
of Al askan students were in private schools. He thought
that private schools could be used to help the current
situation.

1: 38: 23 PM

Representative Keller opined that the issue was |arge
enough that the public should be able to nake the decision.
He stated that the <constitutional amendnent would be

House Fi nance Conmmittee 3 02/27/12 1:32 P. M



"sinple in size" to allow for school choice and noney to
foll ow students into private school s.

Co-Chair Stoltze discussed that the commttee would hear
the bill nmultiple tinmes. He explained that the immedi ate
fiscal inpact would be the cost of printing an extra page
in the ballot book; there were other potential financial
inplications that were currently not known.

Co-Chair Thomas pointed out that AFN had passed a
resolution in support of the legislation (copy on file).

Representative Keller was excited about the opportunity the
bill presented. He believed AFN and rural communities would
come up with innovative options if given the ability to do
SO.

Co-Chair Stoltze relayed that public testinmony would be
hel d at a future neeting.

1: 41: 46 PM

Representative Keller di scussed that Richard "Dick"
[ Kroner] was an attorney for the Institute of Justice who
litigated school choice cases in federal and state courts.
Several of his current cases involved the constitutionality
of including religious schools anbng the private schools
that could participate in school choice progranms. He
relayed that M. Kroner was a resident expert on Blaine
Amendnents. M. Kromer had worked as a federal civil rights
attorney and had wrked for the U S Departnents of
Education and Justice, and for the Equal Enpl oynent
Qpportunity Conm ssion.

Representative Gara asked whether the sponsor had conpiled
transcripts from the Constitutional Convention that
included the provision banning public funds for private
school s.

Representative Keller replied that he had conpiled the
transcripts, but not in a way that was ready for
distribution. He remarked that he found the history of the
constitution process fascinating. He discussed that the
Bl ai ne Amendnent had originally been an attenpt to anend
the U S. Constitution by Congressman Bl aine; the anendnent
had failed by one vote. He detailed that |aws had been
passed that required new states, which included all of the
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western states and others, to have a Blaine Anendnent. He
furthered that several of the states had anmendnents
specifying that no noney should be directly or indirectly
made available to private schools. He noted that the
transcripts were in the context of the Blaine Anendnent
hi story.

Representative Doogan asked for a background on the
Institute of Justice.

1:46: 14 PM

RI CHARD KROVER, SENIOR ATTORNEY, |INSTITUTE FOR JUSTICE
ARLI NGTON, VIRGNIA (via teleconference), described the
organi zation as a public interest law firm located in
Arlington, Virginia. The firm litigated in four different
areas including school <choice, private property practice
(e.g. the Kelo imm nent donmain case), econonmic |iberty in
efforts to open up entry |level occupations that were over-
regul ated by state agencies (e.g. African hair braiding and
shoeshi ne provisions, licensure to sell caskets and other),
and first anendnent free speech issues (e.g. canpaign
finance refornm). The firm had been involved in all school
choice cases including the U 'S. Suprene Court case Zel man
v. Simmons-Harris, which upheld the C eveland scholarship
program agai nst the challenge of a violation of the Chio
state constitution and the federal establishnment clause.
The prior year the firm had been involved in a case
involving Arizona's tax credit for donations to private
schol arship funds that provided scholarships to individuals
planning to use private education. He relayed that both
school choice cases had been victories for the firm but it
had | ost several other cases.

M. Kronmer relayed that the firm was approximately 20 years
old; it advised people working on drafting school choice
| egi sl ation and hel ped defend the legislation if it passed
and was challenged. He relayed that nost school choice
prograns were challenged by teachers' wunions and allies,
but the firm had been successful in defending nost of the
cases. He explained that in the firms cases the state was
the primary defendant and the firm represented parents who
intervened in the litigation. The institute had been
involved in the MIwaukee Program which was the paradigm
for the urban prograns that existed in Ml waukee,
Cl evel and, Washington D.C., and New Ol eans. O her types of
school choice prograns had been developed in the past 20
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years; there were seven or eight that were specific to
children with disabilities, which typically had not been
chal | enged.

1: 50: 36 PM

M. Kromer comunicated that the institute had typically
encouraged states with "bad |aw' under the state Blaine
Amendnent to create school <choice prograns via private
contributions that the states encouraged through tax credit
| egislation. There were over 20 different school choice
prograns that involved private schools, which had resulted
in the firm gaining expertise in state Blaine Anendnents
because the opponents of school choice prograns always
preferred to strike a | aw down under the state constitution
versus the U S. Constitution. He furthered that opponents
were afraid that the U'S. Suprenme Court would determ ne
that school choice prograns did not violate the federal
establishment clause as long as they were religiously
neutral and did not encourage the use of religious schools
over other schools.

M. Kronmer discussed that Blaine Anmendnments were a
"peculiar" devel opnent of the 1800s. Public schools had
originally been conceived and designed to be generically
Protestant schools, but not to reflect the ideology of a
particular sect. He expounded that as an increased nunber
of Catholics noved to the U S. the Protestants saw the
schools as a way to "wean" Catholics away fromtheir faith.
The Catholic Church resisted the efforts and the required
reading of the Protestant bible in public school, the
singing of Protestant hyms, and the use of Protestant
oriented text books that "derogated" the Catholic faith. He
explained that as a result Catholics requested an equal
share of public education dollars directly for their
parochial schools. The Catholics were nmet in the Know
Not hi ng Movenent in the 1850s, by the federal governnent
and the Republican Party in particular, with a rejection of
their demands. The result was that sone state constitutions
(including Al aska's) contained |anguage specifying that no
appropriation "shall be mnade" to any sectarian school,
whi ch had been code for Catholic. He expounded that five
current U. S. Suprene Court judges had recognized in various
cases that the federal Blaine Anmendnent was an anti-
Cat hol i ¢ proposed enact nent.
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M. Kromer continued to provide a history of the Blaine
Amendnent. He delineated that in the 1870s there was a
Republican effort to disenfranchise Denocrats (who were
typically Catholic). Republicans had proposed a federal
constitutional anmendnent that would have required al
states to abide by the | anguage of state constitutions that
specified there would be no appropriations for religious
sectarian school s.

1: 55: 24 PM

M. Kronmer detailed that the anendnent had failed to get
the two-thirds majority required by a narrow margin in the
U S. Senate, but it had passed "overwhelmngly” in the U S.
House, which neant that the backers had to vote to inpose
the law through enabling legislation on any new states;
therefore, all new states after the 1876 Bl aine Anmendnent
failure had Bl aine Anendnents in their state constitutions.
Al aska's constitution specified that no noney shall be paid
from public funds for the direct benefit of any religious
or other private educational institution; the |anguage was
narrower than was typical and was intended to distinguish
between direct aid to religious schools and indirect aid
that benefitted private school students. He relayed that
t he exception had been accepted in the Zelman case in 2002.
He viewed the Ilegislation as an effort to bring the
interpretation of Alaska' s constitutional |anguage in line
with the interpretation of the federal religion clauses.

M. Kromer pointed out that Alaska's constitution had its
own general religion clauses under Article 1, Section 4
titled: "Freedom of Religion."” The |anguage was essentially
a verbatim copy of the federal religion clauses in the
First Amendnent that read "no |aw shall be nmade respecting
establishment of religion or prohibiting the free exercise
thereof." He interpreted that the [|anguage had been
included as an effort to convey that Al aska would use a
standard simlar to the U S Constitution. He detailed that
there was a three part test for an establishnent clause
violation under the First Anmendnent that required religious
neutrality and no excessive entanglenent of the state and
religion (Lenobn v. Kurtzman). He stated that |anguage in
Al aska's constitution inplied that the state's suprene
court should use a simlar test when it addressed issues of
a violation of establishnment of religion principle.

1: 59: 04 PM
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M. Kroner believed the inpetus for the legislation was a
result of bad decisions nade by the state suprene court. He
explained that the court had interpreted the |anguage of
the two provisions proposed for anendnent very broadly and
in a way that had been rejected at Al aska's 1955 and 1956
constitutional conventions; a novenent had been nmde to
expand the | anguage to include direct and indirect benefit
for any religious or private institution, but it had been
rejected. In the Mitthews v. Qinton and the Sheldon
Jackson cases the Alaska Supreme Court had essentially
included indirect in its interpretation and had stated that
aid to students indirectly benefited colleges or elenentary
schools that were chosen. The court had decided that the
state was aiding the private religious schools if aid was
provided to students for transport to the schools. He
opined that the aid was indirect. He relayed that the U S
Suprene Court had determned that providing aid to students
who chose a private religious school was not the sane as
providing a direct grant to the school (Zelnman and other

cases); the court recognized a difference between
incidental and direct aid. He noted that wunder certain
ci rcunst ances di rect aid could run "afoul" of t he

establ i shment clause; however, indirect aid to students had
been accepted for at |least 10 years in the K-12 context and
had never been challenged in the post-secondary context.

M. Kroner believed that the problem with suprene court
decisions was that the courts had the final word unless
overruled by the people or a subsequent decision made by
the same court. The resolution proposed to anend the
| anguage of the particular provisions to change the outcone
with respect to student assistance prograns in order to
bring state constitution in line with the principles of the
federal religion clauses.

2:03:30 PM

M. Kronmer explained that in 1968 the New York State
Suprene Court had reversed an earlier decision because its
state constitution included "direct” and "indirect"
| anguage; therefore it was determned that st udent
assi stance progranms representing incidental aid were not in
viol ation of the provision; any benefit to schools selected
by students who received aid was incidental. He detailed
that South Carolina previously had simlar |anguage to New
York that prohibited appropriations that provided direct or
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indirect benefits to private religious schools. The state
had struck down a higher education student assistance
program based on the indirect |I|anguage; subsequently the
| egislature and the population had renoved the indirect
| anguage and a new assi stance program had been enacted. The
New York and South Carolina cases were exanples of states
t hat had renoved | anguage prohi bi ting "beneficial™
pr ogr ans.

Co-Chair Stoltze remarked that the testifier would be
invited to speak to the conmttee again during the wap up
portion of the bill at a later dat e. He asked
Representative Keller to provide the commttee with a copy
of the state decisions discussed by M. Kroner.

Representative Keller opined that the Alaska Suprenme Court
had allowed Al aska's Blaine Amendnent to tie the hands of
the legislature in its ability to enact school choice
reforminitiatives. He cited the Shel don Jackson case as an
exanple; the legislature had tried to assist with tuition
in the past. The passage of the bill would allow Al askans
to decide whether to free the Ilegislature's hands to
encour age school choice in the state.

Co-Chair Stoltze requested Representative Keller to be
avai lable for questions from |egislators. Representative
Kel | er agreed.

HIR 16 was HEARD and HELD in Commttee for further
consi derati on.

2:07: 03 PM
AT EASE

2:08: 33 PM
RECONVENED

#hb250
HOUSE BI LL NO. 250

"An Act relating to the renewable energy grant fund
and recommendation program and providing for an
effective date.”

2:08: 46 PM
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CO-CHAIR BILL THOVAS, SPONSOR introduced his staff who
woul d di scuss the bill.

KACI SCHRCEDER- HOTCH, STAFF, REPRESENTATIVE BILL THOVAS,
explained that the bill reauthorized the Renewable Energy
Grant Fund for an additional five years. The fund was
established in 2008 and had funded approxinmately 200
projects statewide; 21 projects had conme on line in 2011

due to the fund. The bill included intent |anguage that
woul d fund the program at $50 million per year, which was a
continuation of the intent |anguage from the enacting
| egi sl ation. She relayed that departnent staff were

avai l abl e to answer specific questions.

Co- Chair Thomas pointed out that the proposed |egislation
would bring in $100 million in federal matching funds. One
comunity that had used the funds to retire debt had taken
its cost from $0.80 down to $0.20 once its hydro facility
had cone on line. He noted that the displacenent of diese
was huge and that an increasing amount would be displaced
as renewabl e energy projects conti nued.

SARAH  FI SHER- GOAD, EXECUTI VE DI RECTOR, ALASKA  ENERGY
AUTHORI TY (AEA), DEPARTMENT OF COMMERCE, COVWMUNITY AND
ECONOM C DEVELOPMENT, was avail abl e for questions.

Representati ve Doogan wondered why the proposal was to
aut hori ze the program for $50 million when it had only used

$25 million for all but its inception year. M. Schroeder-
Hotch explained that the bill extended the existing |aw
She added that the bill included intent |anguage that could

be changed by the | egislature.
Representative Doogan surmsed that the bill did not nmake
any changes to the current program M. Schroeder-Hotch
responded in the affirmative.

Co- Chair Thomas noted that the |egislature had the power of
appropriation.

2:12:55 PM

Represent ati ve Edgnon supported the legislation. He did not
believe that the program should be considered the panacea
for the energy situation in Al aska. He believed that while
successful, the program was narrow in scope in terns of
renewabl e energy project options. The program was hel pful
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but there were nunmerous areas in the state that did not
have renewable energy options available. He believed the
program should be recognized for "what it is and what it
isn't."

Co-Chair Thomas referenced that when he had first
introduced the bill it had included nuclear energy, which
had kept it from passing. He explained that at the tine
"renewabl e" had been a "hippie" word and that it had been a
significant leap forward. He relayed that the Palin
Adm ni stration pressed for the bill, which had been stuck
in the Senate Finance Committee; as a result it had passed
out of commttee with an appropriation.

Representative Edgnon renmenbered that many people had
equated renewable energy with cheaper energy; however, in
sone cases renewabl e energy was nore expensive and was not
af fordabl e. He asked the departnment to discuss the issue.

Co-Chair Stoltze provided a hypothetical exanple of a w nd
project that may be successful in Kodiak, but could fail in
Anchor age.

2:17:18 PM

Ms. Fisher-Goad explained that there had been an earlier
request from the House Finance Comrittee for one year's
worth of data related to the payback period for several of
the projects. She noted that she would characterize
Representati ve Edgnon's comments slightly differently, but
it was inportant to recognize that there were fuel cost
savings that in current dollars may not necessarily be
conpar abl e or cheaper; however, fuel costs were expected to
rise significantly for the next 20 years. The expectation
was that the inported fuel would be traded to comrunities
in rural Alaska for projects that were using |oca
resources for the generation, which would stabilize fuel
costs. She agreed that not all conmunities had renewabl e
resources available for developnent. She believed there
were challenges as well as opportunities for the program
Through the rural energy planning process (including the
rail belt plan and sout heast integrated resource plan) there
was a comunity and region-wide approach to plan for
energy. It was necessary to begin with a good rural power
system in order to successfully integrate wind into the
smaller systens. She opined that there was value and
benefit in the process, but that work remained to be done.
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The agency was working to ensure that there was appropriate
techni cal assistance for the projects to nove forward. She
relayed that a good diesel displacenent netric had been
shown related to the projects. There were currently 14
projects that had one full year of data. She expressed that
her colleague would provide nore detail on some of the
projects that had not shown the payback in 2011 fuel costs,
but had begun to show positive results.

Representati ve Edgnon discussed that a significant anount
of renewabl e energy projects cane forward that did not make
t he cut for vari ous reasons i ncl udi ng | ack of
affordability. He had not neant to insinuate that AEA
approved renewabl e energy projects that were not benefici al
to consuners.

Co-Chair Stoltze commented that the decisions were socia
as opposed to energy deci sions.

2:21: 26 PM

Vi ce-chair Fairclough asked about the geographic spread of
the 14 projects and whether the kilowatts produced had net
expect at i ons.

PETER CRI MP, DEPUTY DI RECTOR, ALTERNATI VE ENERGY AND ENERGY
EFFI Cl ENCY, DEPARTMENT OF COMVERCE, COVMUNITY AND ECONOM C
DEVELOPMENT, responded that the 14 projects were evenly
spread throughout the state including hydro in Southeast,
biomass in the Interior and Southcentral, and wind in the
Sout hwest .

Vice-chair Fairclough asked whether the total kilowatts
produced in the 14 projects had net expectations. M. Crinp
expl ai ned that the assessed projects were at approxinately
84 percent of their goal for 2011. He noted that the heat
versus power projects had not been broken out by per
kil owatt hour.

Vi ce-chair Fairclough asked whether the state was | ooking
to partner with federal and/or private sector partners.

Ms. Fisher-Goad replied that AEA was always |ooking for
f eder al partners that would provide matching funds.
Additionally, the Denali Conmmssion was currently very
active with the prograns. |ndependent power producers were
also eligible program applicants; any additional private
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sector investnents in the program were welcone. There had
been increasing discussion related to the devel opnment of a
| oan program there was a power project |oan program that
allowed entities to borrow in order to help them gain
i ncreased mat chi ng funds.

Vi ce-chair Fairclough asked whether AEA was |ooking at
power generation regionally to allow areas to devel op pl ans
and transm ssion proposals in order to provide sustainable
and affordable energy into local conmmunities. She wondered
whether AEA was working to ensure that there were
beneficiaries of the program award process throughout the
st at e.

Ms. Fisher-Goad answered that the renewable energy fund
program had helped to focus the issues and dovetailed
nicely with the regional planning approach. The agency had
been building on its pathway docunent that had been
published the prior year and was noving towards regiona
pl anni ng; Sandra Ml ler, Deputy Director of Rural Energy
was heading up the efforts. The entity had a contract with
Nuvi sta Light and Power in the Calista region to spearhead
t he approach. The agency was |ooking for regional entities
that could do nost of the coordination; AEA would help fund
the work and would provide technical resource and support
for the regional developnent. She added that any type of
transm ssion system and interconnection between comunities
shoul d be com ng together.

2:27: 00 PM

Representative GQuttenberg wondered whether there was a
chart that showed the displacenent of diesel by the
alternative energy over tinme and expectations on how to

continue the savings into the future. He discussed
alternative ways for comng up with power in the past. At
one time Representative Joule had illustrated that coal

would be a reliable energy source for sone rural areas. He
referred to a letter from the Al aska Power Authority (copy
on file) stating that fuel displacenent was 3.4 mllion
gallons in 2013 and that by the end of 2016 it would be
11.6 mllion. He noted that the data showed a tripling of
t he displacenment savings and believed that the use of oil
woul d be elimnated if savings continued to increase.
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M. Crinp responded that AEA had provided legislators with
a CD that included a program status report and a chart that
showed fuel displacenment based on rounds 1 through 4.

Representative Quttenberg wondered whether the disk
included information on what it would take to increase the
di spl acenment goi ng forward.

M. Cinp replied that AEA had projections based on
projects that had been funded to date. He relayed the
agency would add data to the projections for round 5 if
funds were appropriated for the <continuation of the
program

Representative Gara wondered whether the current renewable
energy fund allowed the state to pay for transmssion if it
would result in a nore efficient renewable energy project.
He discussed the efficiency of large projects that could
transmt energy to numerous vill ages.

2:30: 44 PM

Ms. Fisher-Goad replied that a transm ssion |ine connecting
to a renewabl e resource was an eligible project.

Representative Gara queried whether AEA had worked to
maxi m ze the state's ability to train people locally who
could maintain the energy projects.

Ms. Fisher-CGoad replied that AEA had a training program
that included hydro training; it was currently expanding to
include training on wind diesel systens. The agency also
had technical assistance to work with |ocal power house
operators on the integration of the diesel systens.

Representative Gara asked about a wind power project in
Anchorage. He believed the cost of the wind energy produced
at Fire Island would have been lower iif the city had
participated. M. Crinp did not have enough information to
answer the question.

Ms. Fisher-Goad added that AEA was working w th Chugach
Electric Association and the other railbelt utilities
including Golden Valley Electric Association on a
regulation wind study to help integrate the Eva Creek and
Fire Island projects into the system She detailed that
some of the work would help any future w nd devel opnent
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projects in the railbelt system and potentially with the
expansion of the Fire Island project.

Representative Gara advocated for any expansion of the Fire
| sl and proj ect.

Co-Chair Stoltze wanted to nmke sure consumers were not
tagged wth an expensive project.

2:33:31 PM

Ms. Fisher-Goad responded that the agency was participating
in aregulation study in order to address the issues.

Representative WIlson asked why Delta had not been
mentioned in the wnd project study. M. Fisher-CGoad
responded that Delta project had been included, but was
much smaller than the Eva Creek and Fire Island projects
t hat were com ng onli ne.

Representative WIson noted that the Delta project had the
potential to be larger. She discussed studies that had been
done and itens that the conmpany had |earned that could be
utilized. M. Fisher-Goad answered that the intent of the
regul ation study was to help put some guidance around how
larger wind systens could be integrated into the railbelt
system

2:34:50 PM

Co-Chair Thomas pointed out that the hydro in Metlakatla
was over 100-years-old. He stressed that the facilities did
not wear out and would |ast for many years. He comuni cated
that the bill provided a balance of funding for regions
across the state. He remarked that regional capital budget
funding requests could be entered into the Capital Project
Subm ssion Information System (CAPSIS). He discussed that
sonme projects AEA nentioned were further along because an
energy consul tant/ardor had been put in  Sout heast
Conference. He reconmended that conmunities wth ardors
should meke sure the ardor was capable to help obtain
funding for projects.

HB 250 was HEARD and HELD in commttee for further
consi derati on.

2:38: 28 PM
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AT EASE

RECONVENED
2:39: 00 PM

#sb30
CS FOR SENATE BILL NO 30(2d JUD)

"An Act providing for the release of certain property
in the custody of a |law enforcenent agency to a crine
victim wunder certain conditions and relating to
requests for that release by the office of wvictins'
rights.”

2:39: 00 PM

REPRESENTATI VE TAMM E W LSON, CO SPONSOR, provided opening
remar ks on SB 30:

Senate Bill 30 is about restorative justice.

Wen a victim of a crine has their property held as
evidence by law enforcenent agencies, it could be
months or even years before they are able to have
t heir possessions returned.

By holding a victinis property as evidence for a
prol onged period of tine, extra burden is placed on
the property owner to replace what has been taken as
evi dence. The consequences are even higher for snal
business owners who may face bankruptcy if their
property loss is a crucial conmponent of their daily
oper at i ons.

SB 30 will introduce a process for victinms of property
crime to petition the court for relief in recovering
property held as evi dence.

Representative WIson elaborated that the bill was about a
process that would enable victins to receive their property
nor e qui ckly.

CHUCK KOPP, CHI EF OF STAFF, SENATOR FRED DYSON, addressed
the sectional analysis (copy on file). He explained that
currently the return of property was discretionary at the
advocate attorney level; the return of property could take
quite a bit of time if the attorneys did not agree. Oten
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crime victins were businesses and were therefore unable to
conplete a sale or were underinsured on a property, which
could be very problematic. He referred to letters of
support in nmenber's packets (copy on file). The bill
allowed a neutral decision maker the opportunity to weigh
in on the decision and provided the victins with direct
access to courts in order to ask the judge to determ ne
whet her the interests of the victimoutweighed those of the
other party. He read Section 1 of the sectional analysis:

1. Provides that a crinme victim who is the owner of
property in the custody of a law enforcenent agency
may request the agency for the return of their
property through the Ofice of Victinsg’ R ghts (OVR).

2. OR wll file the request wth the agency after
conducting an investigation into the request to nake
an initial determnation if the crine victim is
entitled to return of the property being clainmed under
the requirenents of proposed 12.36.070(c): the crine
victim provides satisfactory proof of ownership, and
the party that objects to the return of the property
fails to prove that the property nust be retained by
t he agency for evidentiary purposes.

3. Once OVR nekes such a determ nation, they wll request
on behalf of the crinme victim that the agency return
the property.

4. Wthin 10 days after receipt of request and follow ng
reasonable notice to prosecution, defense and other
interested parties, the agency wll request a hearing
before the court to determne if the property shall be
released to the crinme victim

5. The court of jurisdiction is identified in cases
involving a pending crimnal case and in situations
where no crimnal case is pending.

6. Establishes the burden of proof to be a preponderance
of the evidence, for both the crine victim show ng
ownership and the objecting party proving the property
nmust be retained by the agency.

2:43: 21 PM
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M. Kopp continued to read from Section 1 of the sectiona
anal ysi s:

7. Establishes that if the court orders the return of the
property to the crime victim the court may Iinpose
reasonable conditions on the return to maintain the
evidentiary integrity of the property.

8. Identifies the termcrine victim as having the neaning
given to victimin AS 12.55.185, the Code of Crimna

Pr ocedur e.
M. Kopp <concluded wth Section 2 of the sectiona
anal ysi s:

1. Establishes wthin Title 24, Chapter 65 Ofice of
Victins’ Rights the authority of OVR to request a |aw
enforcenent agency for return of property on behal f of
a crinme victim claimng property after conducting an
i nvestigation as proscribed in AS 12.36.070(c).

2. Provides that the victins’ advocate may use any of the
powers granted to the advocate under Title 24, Chapter
65.

Representative Quttenberg wondered about the preponderance
of evidence in the situations presented in the bill. He
di scussed nultiple agencies involved. He wondered what
woul d happen if there was a lien or judgment on property
that an individual was trying to get back

M. Kopp replied that the |anguage "may order the return”
was included on line 7, page 2 of the bill, which allowed
flexibility on contested clains that the court could rule
on. The preponderance of evidence |anguage had been
recommended by the Departnment of Law, it was nore probable
that a party deserved to have their property returned
despite <claims to the contrary by other parties. He
delineated that the court could nake a determ nation based
on the provision in the bill or any other |law that dictated
when property could be released. He pointed to | anguage "if
the court orders the return of the property, the court my
i npose reasonable conditions on the return” (lines 14 and
15, page 2); the specific |anguage was for situations where
a person needed the property back quickly, but conditions
were applied. Conditions could include: a returned item
could not be sold or the condition of the item needed to be
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mai ntai ned. He used a heavy piece of equipnent as an
exanple of an item that could be photographed and
docunented and returned to a business owner to allow them
to comrence business activities, but the court may ask the
owner not to sell the itemuntil the case was closed. The
sponsor felt that the |anguage was perm ssive and broad
enough to allow the court the discretionary authority it
needed in the situations.

2:47:22 PM

Co-Chair Thomas referred to a letter in the packet from Hal
Ingalls (copy on file) who had a vehicle and equipnent
confiscated. He discussed deterioration that could result
from leaving a vehicle to sit for too long. He wondered
whether the bill required the state to return property in
t he sane condition.

M. Kopp replied that the bill did not guarantee the
condition of returned property. He explained that the
legislation provided crime victins with an avenue to
directly appeal to the court in circunstances when they
could not get a party to agree to release their property.

Co- Chair Thomas read from the sectional anal ysi s:
"establishes that if the court orders the return of the
property to the «crinme victim the court nmay inpose
reasonable conditions on the return to maintain the
evidentiary integrity of the property" (Section 1, line 7).
He thought the court should return the property in its
original condition. He wondered what the point would be to
return a vehicle in a deteriorated condition.

Co-Chair Stoltze understood that the bill addressed a small
portion of the problens experienced by property victins. He
believed the process to a solution was increnental and
recogni zed the hard work of the sponsor. He pointed out
that small business owners could not absorb a |oss of their
only working vehicle or set of tools. He had heard
anecdotal remarks by trade union nenbers who were forced to
take a | oss because it was too cunbersone to deal with the
| egal system

M. Kopp appreciated the coments and noted that it had
taken three years to develop the current bill.
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Vice-chair Fairclough referred the commttee to letters of
support from the Al aska Honebuilder's Association and the
Nat i onal Federation of |ndependent Businesses; both letters
cited battl es bet ween t he gover nient and smal | er
busi nesses. She read an excerpt from a letter from Hal
Ingalls, CEQ, Denali Drilling, Inc., Anchorage:

It has been 13 nonths since that accident with no
police report or indication that we wll be able to
get our equi pnent back any tinme soon, nor are we able
to nmake a settlenment with the insurance conpany. If we
were a snaller business than we are, we would be out
of business by not having access to our equipnment to
continue to operate. Renting equipnent to replace what
is in impound until the case is settled would be a
financial burden we would have to incur wuntil the
troopers conplete their paperworKk.

Vi ce-chair Fairclough noted that at present it had been 14
months since the accident had taken place. She observed
that it was difficult to fight the governnent and that the
bill provided a process to help individuals acquire their
property. She believed that the bill would help wth
recourse in the event that property was damaged while in
t he possession of the government.

2:52:41 PM

Representative Costello asked whether the |egislation would
help M. Ingalls and others currently in the sane position
M. Kopp replied in the affirmative.

Representati ve Costello spoke in support of t he
| egi sl ati on.

ANDREW WALKER, OWNER, COVPUTER RENAI SSANCE, SOLDOTNA (via
tel econference), explained that in 2010 the conpany had
been defrauded of a laptop with a bad check. He relayed
that the $1,100 |aptop had been sitting in police custody
since the fraud had occurred. He had received his |aptop
during the last week, but the item value was worth |ess
than half of its original value and had been danmaged
cosnetically during that time. He had tried to convince the
court to renove the hard drive and to return the [ aptop,
but that had not occurred. He explained that he was out the
noney as a business owner because of the court system and
the associ ated del ays. He expressed that it would have been
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very helpful to have had an avenue to appeal in order to
get his noney back.

Co-Chair Stoltze thanked M. Walker for his time. M.
Wal ker replied that he was happy to be part of anything
that would help victins of crime get their property back in
an expedi ent manner.

2:56: 55 PM

VI CTOR KESTER, EXECUTI VE DI RECTOR, ALASKA OFFICE OF
VICTIMS' RICGHTS, LEGQ SLATIVE BRANCH (via teleconference),
spoke in "enthusiastic" support of the Ilegislation. He
believed the bill provided a valuable tool for crine
victinmse to attain the return of their property held during
the course of crimnal prosecution. He highlighted positive
aspects of the legislation. He opined that the bill
provi ded a bal anced nmeans for crime victins to seek return
of their property thereby mtigating the costs associated
with the wunderlying crimnal activity. The legislation
would allow crime victins to seek the return of their
property in a tinely manner in accord wth principle
deci sion naking through the operation of OVR, the judicial
branch of governnent, and other crimnal justice agencies.
The bill aligned with Article 1, Section 24 of the Al aska
Constitution nmandating that crime victinse be treated with
dignity, respect, and fairness in a crimnal prosecution

He stated that the bill was fair and established a |egal
f ramewor k t hat woul d consi der t he institutiona

perspectives of the Departnent of Law, |aw enforcenent, the
judiciary system and OVR before property was returned to a
crime victim

M. Kester discussed that the bill pronoted restorative
justice by putting the victimin the position they had been
in prior to the crine and allowing themto nove forward in
a positive and constructive manner. He comunicated that
the bill anplified the victinls voice regarding the request
for the return of their property and added clarity and
specificity to the victims constitutional rights. The bill
requi red decision makers in a crimnal prosecution to hear
and consider a victims voice regarding the return of their
property. He believed that the justice was inproved when a
crime victims voice was heard and considered in the

crimnal justice process. The bill helped victins that may
lack the ability to hire a private attorney or who was
unfamliar with the legal process. The bill allowed the
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expertise of OVR to assist crinme victine with attaining
their property. The office was dedicated to helping crine
victinms and sought to coll aborate and cooperate with others
t hroughout the crimnal justice system He discussed that
there was a zero inpact fiscal note. He thanked the
commttee for the ability to testify on the |egislation.

3:01: 02 PM

Co-Chair Stoltze CLOSED public testinony. He referred to
the indetermnate fiscal note from Departnent of Law and
zero fiscal notes from Departnent of Public Safety and the
Legi sl ature.

Representative Costello MOVED to report CSSB 30(2nd Jud)
out of commttee with individual recommendations and the
acconpanyi ng fiscal notes.

Co-Chair Stoltze OBJECTED for purpose of discussion.

Represent ati ve Doogan wondered whether the faster return of
property would inpact a victims insurance clainms or
ability to make a civil suit.

Representative WIson hoped that the quicker receipt of
property would help victine to take care of the issues
sooner. She believed the legislation would result in fewer
court cases because victins would have direct access to the
courts and woul d receive their property nore quickly.

There being NO further OBJECTION, it was so ordered.

CSSB 30(2nd Jud) was REPORTED out of commttee with a "do
pass" recommendation and with three previously published
fiscal notes including, one indetermnate note: FN4 (LAW;
and two zero notes: FN3 (DPS) and FN5 (LEG).

3:04: 30 PM
AT EASE

3:07:33 PM
RECONVENED

#hb224
HOUSE BI LL NO. 224
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"An Act relating to the prohibition of selling or
gi ving tobacco or a product containing nicotine to a
m nor unl ess prescribed by a |licensed physician.™

3:07:42 PM

Co- Chai r Thomas MOVED to ADOPT proposed conmittee
substitute for HB 224, Wrk Draft 27-LS0466\X (Gardner,
2/ 23/ 12).

Co-Chair Stoltze OBIJECTED for discussion

JOE M CHEL, STAFF, REPRESENTATIVE BILL STO.TZE, expl ained
the changes in the CS. Language on page 1, line 13 had been
changed from "under 18 years-of-age" to "under 19 years-of-
age."

Co-Chair Stoltze asked whether the change was consistent
with current tobacco statutes.

M. Mchel replied in the affirmative. He comruni cated that
a list had been inserted on page 2, line 5 of the CS

(A) prescribed by a health care professional;

(B) given to a person by the person's parent or |egal
guar di an;

(C provided by a state-approved tobacco cessation
program adm nistered by the Departnent of
Heal th and Soci al Services; or

(D) provided by a pharmacist to a person 18 years of
age or older wthout a prescription.

Co-Chair Stoltze asked whether an explanation would be
provi ded regarding the disparate age paraneters (18 years-
of -age and 19 years-of-age) included in the |egislation. He
noted that the definition of the word "is" included on page
2, line 5 did not need to be expl ai ned.

MARY JANE SHOWS, STAFF, REPRESENTATI VE  PAUL  SEATON
di scussed that it had conme to the sponsor's attention that
t here were new products containing nicotine.

Co-Chair Stoltze asked Ms. Shows to address the changes in
t he CS.
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Ms. Shows explained that the |anguage had been changed to

"under 19 years-of-age" (page 1, line 13) to allow tobacco
cessation prograns to be accessible to youths who were 18
years-of-age or older. Changes in the bill addressed the

concern that tobacco cessation progranms had not been
included in the list of people who could provide products.
Additionally, 18 year-olds would be able to go directly to
a pharmacist for a nicotine patch in order to quit using
t obacco.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, Work Draft 27-LS0466\ X was ADOPTED.

3:12: 11 PM

Representative Gara asked whether products provided by a
pharmaci st to a person 18 years-of-age or older would only
be used to help the individual quit snoking. M. Shows
replied in the affirmative. She explained that itenms (1)
and (2) in the bill referenced products that could be used
under the programthat were for cessation only.

Representative Gara wondered about the necessity of the 18
years-of-age or older provision. He referenced youths under
the age of 18 that wanted to quit snoking.

Ms. Shows replied that Andrew Harrington with Departnent of
Law had cited concern that the prior bill version would
prohibit 18 year olds fromreceiving the cessation products
froma pharmacy. The | anguage had been changed to under 19-
years-of-age to ensure that 18 vyear olds wuld have
accessibility to the products; individuals under the age of
18 coul d receive the products fromtheir parents.

Representati ve Gara wondered whether 17 year olds could get
a pharnacist prescription to help them quit nicotine. M.
Shows replied in the negative; cessation prograns would
only provide literature to youths under 18 years-of-age.
She expounded that the youth's parents or a physician could
access and provide the product to the youth.

3:15: 47 PM

Vi ce-chair Faircl ough wondered whether there were any other
products containing nicotine that would not be regulated.
She referenced caffeinated energy drinks. She wondered
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whet her research had been done on other products that may
contain nicotine and on concentration |evels.

Ms. Shows replied that the issue had been brought to the
sponsor's attention because of new nicotine dissolvables
that were not regulated by the Federal Drug Adm nistration
(FDA). The products were currently being test-nmarketed in
four or five states and included nicotine hand w pes,
| ozenges, water, tooth picks, and orbs. The bill would
prohibit mnors from purchasing the new products comng to
t he market.

Vi ce-chair Fairclough wondered whether research had been
done to determne if other products contained nicotine. M.
Shows replied that she could conduct the research and
follow up with the information. She detailed that the
research had been limted to the products that would be
mar ket ed as "non-cessation.”

Co-Chair Stoltze asked how the sponsor had obtained the
list of products that M. Shows nentioned. M. Shows
replied that a Virginia youth action group had conpiled an
i nformati ve packet that had included the products.

Co-Chair Stoltze wondered whether the products were
currently available. M. Shows responded that the products
were currently in the test marketing phase in Chio, Oregon,
| ndi ana, Col orado, and North Carolina.

Representative Costell o asked about a $300 fine included in
the bill and wondered whether there had been discussion
around increasing the fine in order to act as a deterrent.

Ms. Shows answered that there had been discussion of having
the fine mrror a fine related to the sale of tobacco
products; however, it was determned that the specific fine
would make it onerous for businesses selling cessation
products and would create a statutory problem To avoid the
difficulty, the fine had been Iinmted to $300.

3:19:55 PM

Representative Gara clarified that the |anguage included in
the bill stated that the fine was "not |ess than $300." M.
Shows agr eed.

Co-Chair Stoltze referred to the zero fiscal notes.
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Representative Gara asked whether the sale or gifting of
ni cotine products to a mnor was a m sdeneanor or a fel ony.

ANDREW  HARRI NGTON, ATTORNEY, COMVERCI AL/ FAI R BUSI NESS
SECTI ON, DEPARTMENT OF LAW (via teleconference), replied
that the offence was a violation and did not reach the
m sdeneanor | evel.

Representative Gara asked for verification that the store
woul d be conmmtting a violation and not a crine.

M. Harrington responded that the individual <clerk or
enpl oyee mnmeking the sale would be responsible for the
violation if they acted negligently. He detailed that under
the parallel tobacco sale statute (AS 11.76.100) there were
sanctions that could be inposed on the store if there was a
negligent sale of tobacco to a mnor; there was no parall el
provision for the sale of other nicotine products because
there was no endorsenent required on the business |icense.

Representative Gara pointed to the |anguage related to a
fine of not less than $300. He wondered whether there was a
cap on the maximum fine. M. Harrington replied that the
maxi mum fine was $500.

Representative Gara queried whether the legislature could
increase the cap on the fine. M. Harrington answered that
there was no requirenment for a public defender, jury trial,
or other procedure protections that wuld acconpany a
m sdeneanor or felony. The dividing line for how high the
fine mght before the Al aska Supreme Court determ ned that
crimnal protections would apply was not defined. He
furthered that it nmay be constitutionally permssible to
i ncrease the $500 maxi num but at some point the fine would
hit the constitutional ceiling.

3:25:03 PM

Represent ati ve Doogan asked whether the determ nation that
an offense was a mnor violation was related to the anount
of nmoney that could be levied against it or whether it was
a separate function that was not connected to the anount.

M. Harrington replied that both itens played a part. He

explained that crimnal statutes classified offenses as
fel onies, m sdeneanors, or mnor offences. M nor offenses
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included violations and the maximum fine was $500; there
was no jail tinme available for a mnor offense. The
| egi sl ature could anmend the statute to change the maxi mum
fine, but at sone point due process protections would Kkick
in, which would change the prosecution procedures and the
fiscal note.

Representati ve Doogan surm sed that the crime would have to
be reclassified if the fine was increased substantially
above $500.

M. Harrington replied that when the anount got high enough
the crime would have to be reclassified. He did not believe
there would be any problem increasing the fine to $400 or
$500, but a conform ng anmendnent nmay be necessary if the
anount was higher. He furthered that the crinme nmay need to
be increased to a msdenmeanor in order for crimnal due
process protections to kick in if the fine was increased
substantially (e.g. to $1000 or $2000).

Co-Chair Stoltze noted that under the scenario the fisca
notes would change substantially. He asked the sponsor
about the decision to set the mninmumfine at $300.

REPRESENTATI VE PAUL SEATON, SPONSOR, expl ai ned t hat
currently it was not illegal to distribute nicotine to
mnors; therefore, stores were not required to keep the
products behind the counter and were not prohibited from
selling the products to youths. The bill would help ensure
that stores would be responsible for controlling any
nicotine products they sold. He relayed that the bil
represented a preenptive nove to prevent mnors from
becom ng addicted to nicotine; the $300 mi nimum fine hel ped
to act as a deterrent without getting into the due process
i ssue.

3:29:48 PM

Representati ve Edgnon wondered whether the $300 fine would
apply towards the individual and the Dbusiness that
conmitted the crine.

Representative Seaton replied that the fine would be
charged to the individual who sold the product. The fine
was not a business tax and was not attached to the business
license to avoid chall enges from occupational |icensing and
to business licenses. He felt that the bill represented a
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clean and financially reasonable way for the state to
acconplish its goals without trying to increase the offense
to a msdeneanor or felony, which would result in due
process argunents.

Representati ve Edgnon thought that the legal definition of
the word "person” expanded beyond a single individual.

M. Harrington replied that the term "person' could
enconpass a business; however, there was a practical
[imtation, given that in circunstances in which a product
was hegligently sold it would be relatively easy to show
that an individual had been negligent because they had
failed to check an ID. He furthered that it nmay be
difficult to show that a business was negligent if it had
policies and procedures in place that required enpl oyees to
check for ID. He agreed that in sonme circunstances a case
could be nade against a business if it had not inplenented
procedures specifying that the sale of nicotine to mnors
was illegal. He noted that the occurrence was unlikely.

Representative Gara stated that the bill provided no
incentive for businesses to train their enployees because
the enployee held all of the responsibility. He wondered
how t he sponsor would feel about adding | anguage that would
fine a business if they negligently allowed an enpl oyee to
sell nicotine products to m nors.

Representative Seaton answered that there had been
significant concern that things became very difficult if a
viol ation was attached to the business |icense. He believed
that if businesses knew that the sale of nicotine to mnors
was illegal that they would have to take neasures to
prevent mnors from having access to the products (e.g.
pl aci ng products behind the counter). He opined that rather
than trying to include everything, the goal could be nmet by
maki ng the sale of the products illegal.

Representative Gara understood and agreed wth the concern;
however, he was concerned that all of the liability rested
on enpl oyees.

3:36:10 PM

Representative Seaton replied that the products were not
being test-marketed in Al aska. He believed that narketers
woul d have a difficult time getting businesses to sell the
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products in the state if the distribution of the products
to the target audience was illegal. He opined that the
direction of the legislation was a matter of perspective

He had found that concern about attaching a fine to a
business |license was great enough that it would have been
difficult to garner enough support for the bill. He
believed it was better to have a bill in place that showed
busi nesses that there would be a $300 fine to an enpl oyee
that sold the products to mnors. He hoped the products
woul d never cone to Al aska.

Co-Chair Stoltze did not want to nake the bill nore
conplicated. He discussed that the bill was preenptive in
nature and was a sinple approach towards elimnating
products that hopefully never made it to Al aska.

Representative Doogan clarified that his questions related
to the amount of the fine had been i nformati onal.

Co-Chair Stoltze was happy the questions had been asked
given that the information was i nformative.

Co-Chair Stoltze CLOSED public testinony. He pointed to two
zero fiscal notes from the Departnment of Law and the
Department of Health and Social Services.

Representative Gara would follow up with the sponsor to
di scuss his concerns that there should be an incentive for
busi nesses to provide training to enpl oyees.

Vi ce-chair Fairclough discussed that Anchorage currently
provi ded conpliance; businesses had been shut down based on
the sale of <cigarettes to mnors. She believed that

procedures were currently in place and the bill would
dovetail on the training requirenents that were included in
current law. She opined that the bill was a good

preventative strike and hoped that the products would not
make it to Al aska for sale.

Co-Chair Stoltze shared that he was proud of a business in
Chugiak (Alice Mue's) for electing to limt the sale of
t obacco products to individuals over the age of 21.

Vi ce-chair Fairclough MOVED to report CSHB 224(FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so ordered.
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CSHB 224(FIN) was REPORTED out of conmittee with a "do
pass" recomendation and with one zero fiscal note fromthe
Departnment of Health and Social Services and one zero
fiscal note fromthe Departnent of Law

3:42: 20 PM
AT EASE

3:43:25 PM
RECONVENED

#hb302
HOUSE BILL NO. 302

"An Act repealing certain audit requirenents for
entities receiving contributions from permanent fund
di vi dends. "

3:43: 43 PM

Co- Chai r Thomas MOVED to ADOPT proposed conmittee
substitute for HB 302, Wrk Draft 27-LS1264\1 (Kirsch,
2/ 23/ 12).

Co-Chair Stoltze OBJECTED for purpose of discussion.

KACI SCHROEDER- HOTCH, STAFF, REPRESENTATIVE BILL THOVAS,
expl ai ned that the CS added new Sections 1 and 2. Section 1
clarified that the University of Alaska was required to pay
a $250 application fee to the Pick, Cick, Gve program for
every program or canpus that was submtted. Section 2
outlined that the university should apply for the program
in a manner described by the departnent.

Co-Chair Thomas noted that the university had found a way
to not pay the application fee for the Pick, dick, Gve
program in the past. The bill worked to treat applicants
equally and required all applicants to pay the $250 fee. He
di scussed that there was a cost associated with running the
program

Representative Doogan asked for nore detail on the term
"university program”

Co-Chair Thomas noted that there were different prograns
Wi thin the university system
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Co-Chair Stoltze suspected that there were elenents of the
university that had nore fundraising success than
i ndi vi dual canpuses.

Representati ve Doogan wondered how nuch it would cost the
university if the fee was applied program by program

Co-Chair Thomas explained that non-profit organizations
included in the program all paid the fee to the Departnent
of Revenue (DOR) to be listed as a recipient. He reiterated
that the goal was to treat all applicants equally.

Co- Chai r Stoltze discussed the mnimum Dbarrier fee
requirenent that had been set at $250 to show that an
entity was a serious fund-raiser. M. Schroeder-Hotch
responded in the affirmative.

Vi ce-chair Fai r cl ough not ed her support for t he
| egi sl ation. She discussed that the university was included
in the drop down list in nmultiple areas. She clarified that
the university would be required to pay $250 to receive the
benefit of each of its advertising opportunities. She had
received nultiple solicitations from the university in her
| egislative and private email inboxes; sonehow it had
figured out how to avoid paying the $250 fee that non-
profits were required to pay to the program

3:48: 43 PM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, Work Draft 27-LS126\1 was ADOPTED

REPRESENTATI VE PAUL SEATQON, SPONSOR, discussed that the
bill had been introduced because he had heard from a nunber
of small non-profits including the Seward Senior Center.
The center had a $260, 000 budget; it had been participating
[in the Pick, dick, Gve progran], but audit costs were
$15,000 and it had only received approxinmately $8,000 in
contributions. The question that arose was whether the
audit was necessary for individuals to donate to a charity
that was required to be a 501(c)(3). The program required
entities to maintain their 501(c)(3) status, which invol ved
the conpletion of the lengthy Internal Revenue Service
(IRS) 990 form There was a federal audit requirenent that
kicked in if the entity received over $500,000 in federa
funds to distribute. There were nmultiple non-profits
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t hroughout the state (Juneau Arts and Humanities Council,
Seward Senior Center, Ketchikan library, etc.) that had
difficulty with the $15, 000 audit requirenent and people
had chal | enges donating to the entities when they were not
included as non-profits on the Pick, Cdick, Gve program
lists. There had been a commobn msperception that if an
entity did not appear on the program list that it was no
| onger a non-profit organi zation.

Representative Seaton explained that the bill proposed to
delete the audit requirenment for entities wth annual
budgets above $250,000 in order to provide equity for
entities included in the program and to avoid confusion
about an organization's non-profit status. He opined that
that the mandatory annual IRS 990 form sufficiently
satisfied all the necessary requirenents.

3:52: 02 PM

JORDAN  MARSHALL, SPECI AL PROJIECTS MANAGER, RASMUSON
FOUNDATI ON, ANCHORAGE (via teleconference), thanked the
committee for its support of the Pick, Cick, Gve program
He reported that presently $1.59 mllion had Dbeen
contributed to the program since January 1, 2012 by nore
than 17,000 Al askans, which was higher than the prior
year's total; the program was on track to reach $2 mllion
in donations to the 400-plus organizations and university
canpuses.

M. Marshall highlighted detail related to the program
filing fee requirenent. Every or gani zati on t hat
participated paid an annual filing fee, which covered the
cost of basic admnistration of the program including
vetting the eligibility of applications, sending out
checks, managing the online donation form and providing
techni cal assistance for non-profits wishing to enroll. The
canpuses of the University of Alaska were the only
organi zation entities not paying the fee. The CS clarified
that all nanmes on the program list for permanent fund
di vidend charitable contributions were required to pay the
filing fee to help pay the <costs associated wth
adm ni stering the program

M. Mrshall clarified that the CS would allow each
i ndi vi dual canpus programto elect to pay the filing fee to
be listed separately as a potential beneficiary. He added
that it would be a non-profit's prerogative to decide
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whether to submit an application for inclusion in the
program

Vi ce-chair Fairclough thanked M. Marshall for his work on
the program She wondered why other non-profits m ght not
foll ow the exanple of the university and submt prograns in
$250 increments in order to be listed nore frequently on
the programli st.

M. Mrshall replied that each organization was only
entered into the database once, but they could appear in
several different categories depending on the search that
an i ndividual conducted when nmeking a donation. He
expounded that every organization only had one record, but
it could be found in nunerous ways depending on which
search characteristics were applied. For exanple, a person
searching for organi zations based in Fairbanks would find
each of the University of Alaska Fairbanks canpuses and
rural canpuses |isted; the canpuses would also appear if
the search was related to educational organizations.

3:57:44 PM

Vice-chair Fairclough referred to the Forget M Not
children program that was housed wthin the Anchorage
Hospi ce program She believed she had seen the various
canpuses |listed differently in the drop-down nenu. She
t hought the university was represented in nore than just
one form She wondered whether she needed to direct other
non-profits to start entering specific prograns to the
list.

M. Marshall responded that each of the university campuses
were listed separately. Currently none of the prograns were
listed in the Pick, dick, Gve program There were a
nunber of non-profits that listed a particular program as
their conmmon name; each organization had an option to be
listed as their official name or a common name (e.g. Anchor
Arms  conducted business as Safe Harbor Inn and was
typically listed as Safe Harbor).

Vi ce-chair Fairclough had heard several years earlier that
a $500 filing fee canme closer to covering the program costs
than the current $250 fee. She wondered whether a $500 fee
woul d be nore appropriate.
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M. Marshall replied that when the filing fee had been
reset there had been a couple of years of data available to
establish the progranmis basic admnistration costs. The
$250 fee was a very good guess so that each organization
was making that nuch or nore through the program while
paying for program costs. He relayed that to the best of
his knowl edge $250 had been proved to be an excellent
nunber to enable DOR to carry out its work.

4:02:16 PM

M KE WALSH, VICE PRESIDENT, FORAKER GROUP, FAI RBANKS (via
tel econference), thanked the conmittee for the opportunity
to speak on the legislation. He felt it was inportant to
di scuss the purpose of the program audit requirenent, but
the group did not have a position on the amount or renova

of the program audit requirenent. He was very happy to hear
the update on the progress of the program The initial idea
of the legislation was to hel p Al askans decide where their
charitable dollars should be best spent. Another critical

piece of the bill was related to tal king about the ability
of a non-profit to nmeet the IRS requirenents of m ssion,
fiduciary responsibility, | egal responsi bility, etc.;

however, there had been no way to add an extra |ayer of
confidence for a donor. He furthered that the idea behind
the audit requirement was that it was an added |evel of
scrutiny, which allowed for an outside opinion on the
finances and general managenent principles of a non-profit
or gani zat i on.

Dr. Walsh discussed that the reason for the audit
requi renent was because donors wanted to have confidence
that an organization would spend their funds well (i.e.
bei ng good stewards of the dollars and spending them in a
way that nade the nost of the noney). He believed the audit
was also a very valuable tool for organizations whether or
not they took part in the Pick, dick, Gve program it was
valuable internally to help organizations track their
managenent and financial practices and to neet the needs of
ext er nal funders who were interested in nanagenent
practices.

4:07:31 PM

Co-Chair Stoltze CLOSED public testinony. He referenced the
zero fiscal note.
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Co-Chair Thomas MOVED to report CSHB 302(FIN) out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal note.

Co-Chair Stoltze OBJECTED for discussion. He asked whether
there were any anendnents.

Vi ce-chair Fairclough nentioned she would work wth the
sponsor to determ ne whether one program could have
mul ti ple donation streanms. She understood that a donation
to the university as a whole could be used throughout the
university; however, a donation to a specific university
program could only be used for the particular program She
believed other non-profits should be provided the sane
opportunity if the university was allowed to list multiple
programs in the Pick, dick, Gve list.

There being NO further OBJECTIQN, it was so ordered.

CSHB 302(FIN) was REPORTED out of conmttee with a "do
pass” recommendation and with one new zero fiscal note from
t he Departnent of Revenue.

Co-Chair Stoltze discussed the schedule for the follow ng
day.

#
ADJ QURNVENT

4:11:40 PM

The neeting was adjourned at 4:11 PM
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