Good afternoon, Mr. Chairman and members of the committee. 
My name is Jen Darland. I am a Tucson resident, a married, stay-at-home parent of two kids.  And back in May of this year, Lisa Hawkins and I gave a press conference on the capitol lawn expressing our concerns over the expansion of the corporate tax credit program due to information I had found on two STOs run by Representative Yarbrough. 

As a parent on the cusp of sending my oldest child off to kindergarten, I began engaging my more seasoned friends in conversations about public schools, looming cuts, and ways to help soften the blow the Arizona leadership was warning us all was coming. Somewhere in one of these conversations tax credits came up – what they were, why the schools needed them and how public schools, unlike private, could not participate in a corporate tax credit program that was about to get much bigger, doubling every four years into perpetuity – due to legislation that was sponsored by a legislator who also ran a private school tuition organization himself. I couldn’t believe this wasn’t a conflict of interest. Because he was a director of an STO that dealt with income tax credits, not corporate tax credits and there were more than 10 like STOs in his industry she said, it wasn’t considered a conflict. I wasn’t satisfied. 

After many hours online searching websites and public records databases, I discovered my friend was correct. Rep Yarbrough was not a director of a corporate tax credit STO. He was just a landlord to one. And while he earns $96,000 a year as the director of an INCOME tax credit STO, (from which he collected about $44,000 in rent in 2007 alone), his wasn’t the only STO in the state. Just the biggest, taking in the largess of income tax credit contributions year after year. In 2006, he launched a for profit processing business which operates under the same roof as both nonprofit STOs. And, as has been reported, in 2007 his NON profit paid his FOR profit company over $426,000 for processing fees. Rental income, for profit processing income, and a salary of nearly a hundred thousand a year; I still have a hard time seeing through all this profit to get just how exactly this is all a NON profit operation. 

I have come before this committee today not to impugn the integrity of a member of the legislature. For what I have shared has, at this point, been reported extensively in the press. Yet, it’s a pretty safe assumption that there are others with far lower political profiles and capitol operating and profiting in similar fashion. 

I come before this committee today to ask just one question: Are we really all that surprised?

We have a classic case of “cart-before-the-horse” legislation, where laws and programs are created with little thought or preparedness against abuse and fraud. With that said, however, it has been stated by some legislative members at one time or another that school tuition organizations exist as a means to circumvent the Blaine amendment in the Arizona Constitution; the amendment that forbids the use of public money for sectarian or parochial schools. A group or industry said to have been created or designed to circumvent the constitution devoid of regulations or strict accountability is begging to be taken advantage of. Some might argue the ambiguity of regulatory teeth is all part and parcel of the design of a quasi backdoor voucher program that operates out in broad daylight. 

As for myself and many people I’ve spoken to, our foremost concern centers around those who have become the profiteers, while claiming to provide an educational choice to a child who comes from so little, yet whose parents dream so big. It seems a perversion of the intent of the legislation to allow individuals and/or organizations to continue to profit, while hiding behind the irony that is the safety of their nonprofit status. 

These same organizations will ask families who meet any means or income litmus test, to come before you and give honest testimony as to how STOs have saved their child’s educational future from the abyss. How school choice was nothing more than a catch phrase before this legislation made their dreams of a different way for their child a reality.

Who you aren’t likely to hear from during hearings such as these are those parents who participate in quid pro quo or tuition swap scenarios. Scenarios where Peter gives for Paul’s child, and Paul for Peter’s, and both benefit at tax time. These parents are surprisingly silent at such hearings. 

Directors or administrators of STOs or private schools are asking income appropriate families to offer them political cover while allowing the continuation of tax credit swaps among families who otherwise could afford access to these private schools. Those who bend the rules are hiding behind the legitimacy of those abiding by the rules, playing by the rules. 

And that is why it is even more incumbent upon this committee and its political counterpart to make serious strides in revising and amending and resuscitating the original intent of the income tax credit legislation.  Regulation and strict operational guidelines would go a long way in preserving the integrity of the program for these and many families like these to depend upon for years to come.

I would like to see reintroduced in any future legislation the amendment offered in an earlier House Appropriations meeting [by Rep. Chabin]. Its straight-forward language, denying an STO exemption from taxation if an “employee, director, officer” owns or leases space to the nonprofit, and/or it provides services to an STO, is the kind of no nonsense approach necessary for clearing up ambiguous loopholes in the existing program. It would be a welcome step, as there is a growing discontent among many Arizonans who feel as though the capitol has become nothing more than a playground for self-enrichment and ideological pet projects and/or special interest organizations. Where few win at the expense of many. 

Legislation which empowers the Arizona Department of Revenue to more stringently  regulate the STO industry would significantly calm the growing discontent within the some 98% of Arizona’s families who find the disparity between public school tax credit and private tax credit programs – both in maximum contribution amounts, as well as rules for applicable uses of said amounts – to be just a bit too much to take when the public schools they depend upon see their teachers laid off, class sizes grow, and their districts used as political punching bags. 

In closing, I’d like to thank this and the Ad Hoc committee for taking a bipartisan approach in reforming the private tax credit program. This is the work your constituents send you here to do, to ensure a level and fair playing field. This work matters. And I thank you for taking the time to do it.

