9:18: 15 AM

CALL TO ORDER

Co- Chair

HOUSE FI NANCE COWM TTEE
April 4, 2012
9:18 a. m

Stoltze called the House Finance Conmittee neeting

to order at 9:18 a.m

VEMBERS PRESENT

Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve

VEMBERS ABSENT

None

ALSO PRESENT

Joe M chel ,

Representative
Staff,
Per manent Fund

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
Mar k Neuman
Tammi e W1 son

Staff, Representati ve Bill Stoltze;
Eric Feige, Sponsor ; M chael Paschal |,
Representative Eric Feige; Debbie Bitney, Director,

Di vidend Division, Departnment of Revenue.

SUMVARY

HB 190 PFD ALLOMBLE ABSENCE
HB 190 was HEARD and HELD in Committee for
further consideration.

HB 312 NATURAL GAS CONVERSI ON PROGRAM FUND
HB 312 was SCHEDULED but not HEARD.
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#hb190
HOUSE BI LL NO. 190

"An Act relating to the allowable absence for active
duty service nenbers of the arned forces for purposes
of permanent fund dividend eligibility."

9:18: 28 AM

Vice-chair Fairclough MOVED to ADOPT proposed conmttee
substitute for HB 190, Wrk Draft 27-LS0564\S (Kirsch,
3/28/12).

Co-Chair Stoltze OBIJECTED for di scussion

JCE M CHEL, STAFF, REPRESENTATIVE BILL STOLTZE, stated that
there was one change in the work draft. He |ooked at page
1, line 5, which renoved Section C. He added that on page
4, line 15, Section C was repealed. He remarked that the
menbers' packets included sone statutes that stated the
original version of Section C

Co-Chair Stoltze understood that the renoval of Section C
made it easier to admnister the program M. M chel
agr eed.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, Work Draft 27-LS0564\S was ADOPTED

9:20: 16 AM

REPRESENTATI VE ERIC  FEI G SPONSOR, expl ai ned t he
| egislation. He stated that the bill ensured that residents
of Al aska who decide to serve in the mlitary would receive
the PFD throughout their entire time in the mlitary. He
stated that, in statute, the "intent to return” had been
nore clearly defined, and the qualifications of an
applicant to satisfy the intent to return to Al aska.
Aut hori zed absences were already listed, and there would be
no change. He stated that Section 2 outlined what had been
previously in regulation, and was now in statute. He stated
that Section 3 repealed the "10-year-rule." He explained
that after 5 years, tightening of requirenents would "knock
down" a significant nunber of applicants. He furthered that
after 10 years, there would be a slowly dimnishing nunber
of applicants, because of the stricter requirenments
relating to "the intent to return.”
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9:24: 00 AM

M CHAEL  PASCHALL, STAFF, REPRESENTATI VE ERIC FEI GE,
provided a presentation titled "Permanent Fund D vidend
Al | owabl e Absences" (copy on file). He |ooked at slide 2,
"Al | owabl e Absence 1982."

Sec. 43.23.095. Definitions.

-(7) "state resident”™ neans an individual who is
physically present in the state with the intent to
remain permanently in the state or, if the individua
is not physically present in the state, intends to
return to the state and is absent only for any of the
fol |l ow ng reasons:

- (A vocational, professional, or other specific
education for which a conparable program was not
reasonably available in the state;

- (B) secondary or postsecondary educati on;

- (O mlitary service;

- (D) nedical treatnent;

- (E) service in Congress; or

- (F) other reasons which the comissioner nmay
establish by regulation

M. Paschall addressed slides 2 and 3, "Allowable Absence
1997."

Sec. 43.23.095. Definitions.

-(8) "state resident”™ neans an individual who is
physically present in the state with the intent to
remai n permanently in the state under the requirenents
of AS 01.10.055 wor, if the individual is not
physically present in the state, intends to return to
the state and remain permanently in the state under
the requirenents of AS 01.10.055, and is absent only
for any of the foll ow ng reasons:

- (A vocational, professional, or other specific
education for which a conparable program was not
reasonably available in the state;

- (B) secondary or postsecondary educati on;

- (O mlitary service;

- (D) nedical treatnent;

- (E) service in Congress;

- (F) other reasons which the comm ssioner may
establish by regulation;

- (G service in the Peace Corps;
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- (H to care for the individual's termnally ill
parent, spouse, sibling, child, or stepchild;

- (lI) for up to 220 days to settle the estate of the
i ndi vidual's deceased parent, spouse, sibling, child,
or stepchild; or

- (J) to care for a parent, spouse, sibling, child, or
stepchild with a critical life-threatening illness
whose treatnment plan, as recommended by the attending
physician, requires travel outside the state for
treatment at a nedical specialty conplex;

Sec. 01.10.055. Residency.

-(a) A person establishes residency in the state by
being physically present in the state with the intent
to remain in the state indefinitely and to make a hone
in the state.

-(b) A person denonstrates the intent required under
(a) of this section

- (1) by maintaining a principal place of abode in the
state for at |least 30 days or for a longer period if a
| onger period is required by |aw or regul ation; and

- (2) by providing other proof of intent as may be
required by law or regulation, which may include proof
that the person is not claimng residency outside the
state or obtaining benefits under a claim of residency
outside the state.

-(c) A person who establishes residency in the state
remains a resident during an absence from the state
unl ess during the absence the person establishes or
claims residency in another state, territory or
country, or perforns other acts or is absent under
circunstances that are inconsistent with the intent
required wunder (a) of this section to remain a
resident of this state.

M. Paschall discussed slides 5 through 10, "Allowable
Absence 1998."

Sec. 43.23.095. Definitions.

- (7) "state resident" means an individual who is
physically present in the state with the intent to
remain indefinitely in t he state under t he
requi renents of AS 01.10.055 or, if the individual is
not physically present in the state, intends to return
to the state and remain indefinitely in the state
under the requirenments of AS 01.10. 055;
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Co-Chair Stoltze pointed to a mmjor neasure in 1988
requiring the return every two years.

Representative Edgnon remarked that the definition on page
4 was not the only definition in terns of how the agencies
apply state residency.

Co-Chair Stoltze noted that there were all kinds of
residency requirenents for different state prograns.

9:27:12 AM

M. Paschall continued with the slides related to all owabl e
absences in 1998.

Sec. 43.23.008. Allowabl e absences.

- (a) Subject to (b) and (c) of this section, an
otherwise eligible individual who is absent from the
state during the qualifying year remains eligible for
a current vyear permanent fund dividend if the
i ndi vi dual was absent

- (1) receiving secondary or postsecondary education
on a full- tine basis;

- (2) receiving vocational, professional, or other
specific education on a full-tinme basis for which, as
determined by the Alaska Comm ssion on Postsecondary
Education, a conparable program is not reasonably
avai l abl e in the state;

- (3) serving on active duty as a nenber of the arned
forces of the United States;

- (4) recei ving cont i nuous nmedi cal t r eat ment
recommended by a |licensed physician or conval escing as
recommended by the physician that treated the illness

if the treatnent or conval escence is not based on a
need for climtic change;

- (5) providing care for a parent, spouse, sibling,
child, or stepchild with a critical life-threatening
illness whose treatnent plan, as reconmmended by the
attendi ng physician, requires travel outside the state
for treatnment at a nedical specialty conplex;

- (6) providing care for the individual's termnally
ill parent, spouse, sibling, child, or stepchild;

- (7) settling the estate of the individual's deceased
parent, spouse, sibling, child, or stepchild, provided
t he absence does not exceed 220 cunul ative days;

House Fi nance Conmmittee 5 04/ 04/ 12 9:18 A M



- (8) serving as a nenber of the United States
Congr ess;
- (9) serving on the staff of a nmenber fromthis state
of the United States Congress;
- (10) serving as an enployee of the state in a field
office or other |ocation;
- (11) acconpanying a mnor who is absent under (4) of
this subsection
- (12) acconpanying another eligible resident who is
absent for a reason permtted under this subsection as
t he spouse, m nor dependent, or disabled dependent of
the eligible resident;
- (13) for any reason consistent with the individual's
intent to remain a state resident, provided the
absence or cunul ative absences do not exceed
- (A) 180 days if the individual is not claimng
an absence under (1) - (12) of this subsection;
- (B) 120 days in addition to any absence or
cunmul ati ve absences clainmed under (1) or (2) of
this subsection if the individual is not claimng

an absence under (3) - (12) of this subsection;
or

- (O 45 days in addition to any absence or
curul ati ve absences clained under (1) - (12) of

this subsection
-(b) An individual may not claim an allowabl e absence

under (a)(1) - (12) of this section unl ess t he
i ndi vidual was a resident of the state for at |east
si x consecutive nonths i medi ately before |eaving
t he state.

-(c) An otherwise eligible individual who has been
eligible for the imediately preceding 10 dividends
despite being absent from the state for nore than 180
days in each of the related 10 qualifying years is
only eligible for the current year dividend if the
i ndi vidual was absent 180 days or less during the
qgqual i fying year. This subsection does not apply to an
absence under (a)(8) or (9) of this section or to an
absence under (a)(12) of this section if the absence
is to acconmpany an individual who is absent wunder
(a)(8) or (9) of this section.

M. Paschall discussed slides 11 through 16, "Allowable
Absence 2011."

Sec. 43.23.008. Al owabl e absences.
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-(a) Subject to (b)) and (c) of this section, an
otherwise eligible individual who is absent from the
state during the qualifying year remains eligible for
a current vyear permanent fund dividend if the
i ndi vi dual was absent
- (1) receiving secondary or postsecondary education
on a full-time basis;
- (2) receiving vocational, professional, or other
specific education on a full-tinme basis for which, as
determined by the Alaska Comm ssion on Postsecondary
Education, a conparable program is not reasonably
avail abl e in the state;
- (3) serving on active duty as a nenber of the arned
forces of the United States or acconpanying, as that
i ndividual's spouse, minor dependent, or disabled
dependent, an individual who is

- (A serving on active duty as a nenber of the

armed forces of the United States; and

- (B) eligible for a current year dividend,
- (4) serving under foreign or coastal articles of
enpl oynent aboard an oceangoing vessel of the United
States merchant mari ne;

- (5) recei ving cont i nuous nedi cal t r eat ment
recommended by a |icensed physician or conval escing as
recommended by the physician who treated the illness

if the treatnent or conval escence is not based on a
need for climtic change;

- (6) providing care for a parent, spouse, sibling,
child, or stepchild with a critical life-threatening
illness whose treatnent plan, as recommended by the
attendi ng physician, requires travel outside the state
for treatnment at a nedical specialty conplex;

- (7) providing care for the individual's termnally
il famly menber;

- (8) settling the estate of the individual's deceased
parent, spouse, sibling, child, or stepchild, provided
t he absence does not exceed 220 cunul ative days;

- (9) serving as a nenber of the United States
Congr ess;

- (10) serving on the staff of a nmenber from this
state of the United States Congress;

- (11) serving as an enployee of the state in a field
of fice or other |ocation;

- (12) accompanying a mnor who is absent under (5) of
this subsection

- (13) acconpanying another eligible resident who is
absent for a reason permtted under (1), (2), (5 -
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(12), (16), or (17) of this subsection as the spouse,
m nor dependent, or disabled dependent of the eligible
resi dent;
- (14) serving as a volunteer in the federal peace
cor ps program
- (15) because of training or conpeting as a nenber of
the United States O ynpic Team
- (16) participating for educational purposes in a
student fellowship sponsored by the United States
Department of Education or by the United States
Department of State;
- (17) for any reason consistent with the individual's
intent to remain a state resident, provided the
absence or cunul ative absences do not exceed
- (A 180 days in addition to any absence or
cunmul ati ve absences clainmed under (3) of this
subsection if the individual is not claimng an
absence wunder (1), (2), or (4) - (16) of this
subsecti on;
- (B) 120 days in addition to any absence or

curmul ati ve absences clained under (1) - (3) of
this subsection if the individual is not
cl ai m ng an absence under (4) - (16) of this
subsection but is clai mng an absence under (1)
or (2) of this subsection; or
- (O 45 days in addition to any absence or
curul ati ve absences clained under (1) - (16)
of this subsection if the individual is claimng
an absence under (4) - (16) of this subsection.
-(b) An individual may not claiman
al | owabl e absence under(a)(1) - (16) of this

section unl ess the individual was a
resident of the state for at |east six
consecutive nonths i medi ately before

| eaving the state.

-(c) An otherwise eligible individual who
has been eligible for the imediately
preceding 10 dividends despite being absent
from the state for nore than 180 days in
each of the related 10 qualifying years is
only eligible for the current year dividend
if the individual was absent 180 days or
less during the qualifying vyear. Thi s
subsection does not apply to an absence
under (a)(9) or (10) of this section or to
an absence under (a)(13) of this section if
the absence is to acconpany an individual
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who is absent under (a)(9) or (10) of this
secti on.
-(d) For purposes of (a)(7) of this section,
"fam |y nmenber" neans a person who is
- (1) legally related to the individua
t hr ough marri age or guardi anship; or
- (2) the individual's sibling, parent,

gr andpar ent son, daughter, grandson,
gr anddaught er, uncle, aunt, ni ece,
nephew, or first cousin.

M. Paschall |ooked at slide 17, "Allowable Absence after

HB 190." He stated that the statute remained that sane,
except that it was now subject to (b) and (e) instead of
(b) and (c).

9:31: 27 AM

Representative Joule wondered how the bill would inpact
coll ege students that took nore than 5 years to graduate,
specifically students in a masters or graduate program M.
Paschall replied that if a group can prove ties to Al aska,
there woul d be a chance for review.

Co- Chair Thomas wondered whether a person could |eave the
state for 20 years in active mlitary duty and stil
receive a check. M. Paschall responded that after five
years residing outside the state, those individual subject
to the criteria that was placed into law, and there active
ties to the comunity.

Co-Chair Thomas felt that a person who owned a honme in
anot her state they should not be eligible for a PFD. He did
not believe anyone had ever been prosecuted for |eaving the
state, after they had declared an intent to return to the
state.

Co-Chair Stoltze noted that there were people that openly
stated their intent, but change their m nds.

Representative Gara asked for verification that the bil
did not inpact people who were out of the state caring for
a sick relative. M. Paschall believed the bill would
apply, and added that there were sonme absences that did
have tinme limts.
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Representative Gara pointed to mlitary and higher
education absences. He addressed the total of 30 days in
five years. A person could easily nove away and cone hone
at Christmas to receive a PFD

9: 38: 03 AM

M. Paschall responded that the 30 days was a m ninum
requi renent.

DEBBI E BI TNEY, DI RECTOR, PERMANENT FUND DI VI DEND DI VI SI ON
DEPARTMENT OF REVENUE, asked for a repeat of the question.

Representative Gara asked about mlitary and higher
education individuals with no intent to nobve back to
Al aska. He also wondered if the 30 day rule was easily
abused. Ms. Bitney responded that the 30 day requirenent
was an initial hurdle; after the person had net the initial
requirenent, there were additional itens that needed to be
addressed: whether or not they own property in the state,
famly here, involved in state politics, etc. It was
difficult to prove a person's intent, and these
requi renents help determne an individual's true intent.

Representative Gara surmsed that there was a gray area
related to individuals with hones outside of the state.

9:41: 32 AM

Ms. Bitney stated that paynent of resident taxes in another
state would be an automatic disqualifier. The division
| ooked at the situations very closely. She discussed that
many snowbi rds owned homes el sewhere, but the division nmade
sure they did not pay resident taxes or benefits.

Co-Chair Stoltze noted that he had many friends in the
mlitary, which preferred to purchase a house rather than
rent. He wondered if they would be suspect. M. Bitney
replied in the negative. She furthered that t hose
i ndividuals nust nmaintain that they were not receiving a
resi dent benefit for owning that hone.

Representative Gara asked about property taxes, and stated
that the taxes were not a resident benefit, but a resident
bur den. Ms. Bitney replied that the benefit was usually a
break in the property tax (e.g. a honestead benefit).
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Co-Chair Stoltze wondered what kinds of things typically
trigger a review or denial. M. Bitney to discuss triggers
for a review or denial: registering to vote in another
state, receiving a honestead credit on property taxes,
declaring in the mlitary records that the state of |ega
resi dence is sonewhere other than Al aska. She stressed that
"intent" was very subjective, so clear criteria was needed
to evaluate that intent properly.

Representative Joul e asked whether paying state income tax
in another state was a trigger. Ms. Bitney replied that it
would be a trigger, if the tax return reflected that they
were a citizen of that state.

Representative Joule wanted to ensure that students were
not falling as victinmns.

Representative Joule furthered that his daughter had paid a
dear price for it, because she had not declared proper
resi dency out of state.

Representati ve Doogan wondered why the ability to receive
the noney did not occur until after the person returned to
t he state.

Co-Chair Stoltze noted that there had been various sinlar
| egi sl ative proposals related to student |oan forgiveness.

Representative Doogan restated his concern about possible
cunul ati ve divi dends.

Co-Chair Stoltze noted that a 19 year-old living in
Af ghani stan may have a problemw th that idea.

Ms. Bitney understood, but that was not the |egislation
t hat was before the conmttee.

Representative Quttenberg pointed to page 3, Section 2, and
wondered if a person's career choice to serve overseas
prevented them from receiving the PFD. M. Bitney answered
that the bill was not a stand-alone criteria. The bill
contained criteria in a weighted deci sion.

Co- Chair Thomas discussed a situation of a person who had

been in the mlitary who received a driving ticket in
Colorado with an Al aska driver's license, so Colorado had
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forced himto get a local license and the person had | ost
his PFD as a result.

9:55:10 AM
Vice-chair Fairclough pointed to page 3, lines 29 through
31l. She read fromthe bill related to future events beyond

a person's control. M. Paschall deferred to Ms. Bitney.

Co-Chair Stoltze wondered iif that provision was an
i nportant aspect to the bill. Representative Feige replied
that he would Iike to hear fromthe departnment.

Co-Chair Stoltze queried the policy direction. M. Britney
stated that page 3, lines 29 through 31 addressed part of
what the division finds difficult to run the program now.
She stressed that every individual's situation was
different, and felt that the specific |anguage was not
critical to that decision nmaking.

Vi ce-chair Fairclough felt that if someone could not find a
job in Alaska should not be allowed to get part of the
di vi dends. She felt t hat determ ni ng one's PFD
gualifications; there were nmany different factors in nmaking
t hose deci si ons.

Representative Costell o asked about intent to return // she
knew of an individual that was a fourth generation Al askan
who was required in California to obtain residency. This
requi rement was out of his control, so she wondered whet her
there was a provision that would allow the departnent to
consider granting that individual a PFD. M. Bitney
responded that the division had a process when a person
checked a box that they were a resident in another state.
Once the departnent received the anmended return, there was
a process.

Representative Costello explained that the specific person
had been required to apply as a resident in another state.
Ms. Bitney replied that there was an exenption for
individuals who were required to file for residency in
anot her state in the departnment regul ation.

Representative Joule wondered if Representative Costello's
concern had always been in statute. Ms. Bitney replied that
it had been in regulation and the bill proposed to putting
it in statute.
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10: 03: 29 AM

Representative Neuman asked whether a person that was
ki cked out of the system once could use the provision to
get back into the system M. Bitney answered in the
negati ve. She explained that the regulation was worded in a
way that the division would allow a person one tine to
reapply for a dividend that they tinmely applied for but the
di vi sion subsequently did not receive; and it was limted
to that specific group of people. It did not apply to
i ndi vidual s who did not file.

Representative Quttenberg wondered how the rebuttal worked
when a person was denied. M. Bitney answered that there
were two levels of appeal: (1) informal |evel of appeal,
(2) formal level (after the applicant had been denied a
second tine). There could be nore subjectivity based on the
applicant's |ife circunstances.

Co-Chair Stoltze CLOSED public testinony.

Co-Chair Stoltze discussed his intent to address several
issues related to career paths. He asked his staff to work
with the division, nenbers, and the sponsor. He hoped to
have the bill before the conmttee in the afternoon.

HB 190 was HEARD and HELD in Commttee for further
consi derati on.

#hb312
HOUSE BI LL NO. 312

"An Act <creating a lowinterest |oan program for
homeowners who convert their hones to natural gas-
fired heating; and creating the natural gas hone
heati ng conversion |oan fund."

HB 312 was SCHEDULED but not HEARD

Co-Chair Thomas went over the schedule for the afternoon
meet i ng.

#
ADJ OURNVENT
10:11: 21 AM
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The neeting was adjourned at 10: 11 AM
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