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W TNESS REG STER

LI NDA SYLVESTER, Staff

to Representative Pete Kott

Al aska State Legislature

Capi tol Buil ding, Room 204

Juneau, Al aska 99801

POSI TI ON  STATEMENT: Presented HB 361 and noted the change
enconpassed in Version F.

DAVE STEWART, Personnel WManager
Di vi si on of Personnel

Departnent of Adm nistration
PO Box 110201

Juneau, Al aska 99811-0201
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POSI TI ON STATEMENT:  Answer ed questions regarding HB 361.

BRUCE LUDW G, Busi ness Manager

Al aska Public Enpl oyees Associ ati on

and the Al aska Federation of Teachers;

Secretary/ Treasurer, Al aska AFL-CI O

211 Fourth Street, Nunmber 306

Juneau, Al aska 99801

POSI TI ON  STATEMENT: Testified in opposition to CSHB 361,
Versi on F.

TOM HARVEY, Executive Director

Nat i onal Educati on Associ ation - Al aska
114 2nd Street

Juneau, Al aska 99801

PCSI TI ON STATEMENT: Testified on HB 380.

SAM TRI VETTE, Presi dent

Retired Public Enpl oyees Associ ation of Al aska

7870 d aci er Hi ghway

Juneau, Al aska

POSI TI ON STATEMENT: Urged the commttee to support HB 380.

REPRESENTATI VE VI C KOHRI NG

Al aska State Legislature

Capi tol Building, Room 24

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as the sponsor of HB 397.

M KE KRI EBER, St aff

to Representative Vic Kohring

Al aska State Legislature

Capi tol Building, Room 24

Juneau, Al aska 99801

POSI TI ON STATEMENT: Provided information in regard to Version O
of HB 397.

CHUCK HOSACK, Deputy Director

Davi son of Mot or Vehicles

Departnent of Adm nistration

3300B Fai rbanks Street

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified in support of [HB 397].

JOHN JOHNSON, Presi dent

Fai r banks Snowtravel ers
(No address provi ded)
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Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support of [HB 397].

REPRESENTATI VE NORMAN ROKEBERG

Al aska State Legislature

Capi tol Building, Room

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as the sponsor of HB 315.

ACTI ON NARRATI VE

TAPE 02-31, SIDE A

Number 0001

CHAIR JOHN COGHI LL called the House State Affairs Standing
Commttee neeting to order at 8:07 a.m Represent ati ves
Coghil I, Janes, Fate, Stevens, Crawford, and Hayes were present
at the call to order. Representative WIson arrived as the

nmeeting was in progress.

HB 361- Pl LOT PAY PROGRAM FOR STATE EMPLOYEES

CHAI R COGHI LL announced that the first order of business would
be HOUSE BILL NO 361, "An Act relating to pilot pay progranms to
attract and retain exceptional state enployees; and providing
for an effective date."

LI NDA SYLVESTER, Staff to Representative Pete Kott, Alaska State
Legi sl ature, explained that HB 361 seeks to allow the state to
establish pilot pay progranms to assist in the recruitnment and
retention of enployees. She remnded the commttee that it
heard HB 361 in early February when the commttee expressed
concerns with regard to the excellence bonus. Menbers felt that
the excell ence bonus was susceptible to cronyism the Departnent
of Adm nistration agreed. Therefore, the commttee substitute
(CS) [ Version 22-LS1317\F, Cook, 3/ 20/ 02] elimnates the
excel |l ence bonus. The mjority of labor's <concerns are
satisfied [wth the CS]. However, one representative continues
to oppose the bill because these prograns are excluded from
col l ective bargaining. Ms. Sylvester explained that these
prograns are excluded from collective bargaining because they
are pilot prograns. Furthernore, maintaining these prograns
under the purview of the Personnel Board provides tighter
control in terms of targeting and record keeping. She directed

attention to page 5, lines 25-27, which discuss the comm ssioner
of admnistration's report on each pilot pay program At that
time, it will be determ ned whether or not the prograns worked
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and whether or not the prograns should be naintained. If the
prograns are nmintained, the prograns will be included in the
Personnel regulations in statute and will be included in the
col | ective bargai ni ng.

M5. SYLVESTER remarked that [HB 361] targets the problem of

flexibility in recruitnment and retainnent. She directed the
conmittee to a chart entitled, "Indicators of Recruitnent and
Retention Problens.” This chart illustrates, by job title, the
average annual vacancy rate and turn over rate. These pil ot
prograns attenpt to offer [another option to address recruitnment
and retention]. She discussed her husband's experience wth
these problens in the Division of Finance. In closing, M.
Syl vester commented that all in the legislature are suspect of

how well the state governnment manages its funds and personnel
and thus tend to forget that these are people serving in
positions such as troopers and investigators of child abuse.
She hoped the nenbers coul d support the bill

REPRESENTATI VE JAMES rel ated her understanding that this will be
done "for nothing." She asked if that would be the case because
[the legislature] has authorized nore people to work than are
currently working.

MS. SYLVESTER deferred to the Departnment of Admi nistration.
Number 0821

DAVE  STEWART, Per sonnel Manager , D vision of Per sonnel ,
Department of Administration, answered that normal turnover,
between 2.5-4.5 percent, is built into the budgeting system
Financing for bonuses under the pilot pay proposal in HB 361
woul d conme from the vacant positions. Recrui t ment bonuses, for
exanple, to entice people to apply would be paid for with the
salaries saved from having those positions vacant. Some
positions have been vacant for a year while agencies have been
recruiting.

REPRESENTATI VE JAMES remarked that she wasn't sure how the
| egi sl ature, when doing the budget, knows how much noney these
agencies have in the bank from the prior year. Therefore, she
inquired as to whether there is a large anount of noney
avai l abl e for these vacant positions.

MR. STEWART explained that the vacancy rate is built into the

system If an agency needs a specified anmount, 96 percent of
what the legislature appropriates is to operate the agency at a
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fully staffed |evel. If an additional two or three positions

remai ned vacant because of turnover or a rather |engthy
recruitnent, there would be an accunulation of funds such that
it could pay for the advertising and recruitnment bonus. I t

won't provide a nest egg, he said.

REPRESENTATI VE  JAMES expressed her di sconfort wth this
situation because the legislature can't change the budget once
it's done. She said she was sure that the application for the
budget is sufficient to cover [recruitnent advertising and
bonuses] . She questioned how the agencies are dealing wth
t hese vacanci es. Is the work not being done or are people
wor ki ng over tine, she asked.

MR. STEWART answered that primarily the work is done by
enpl oyees working extra hours through overtinme or extra work by

t hose enployees who aren't eligible for overtine. Nonper manent
enpl oyees are utilized as well. The wuse of nonpernanent
enpl oyees and overtinme is probably the nobst conmon manner in
which work for vacant positions is acconplished. M. Stewart

informed the conmttee that an analyst programmer position in
the Division of Personnel has been vacant for about a year.
This position has been advertised in state and out of state a

nunber of tines. The specific set of skills required aren't
available for the <current salary rates, which are already
stretched. Such situations were the inpetus for speaking wth

Representative Kott regarding this |egislation, he pointed out.
REPRESENTATI VE JAMES noted that she liked this idea.
Number 1139

CHAIR COGHILL related his understanding that the Personnel Board
woul d create a priority systemwth regard to the greatest need.
He inquired as to how M. Stewart envisioned such a system

MR. STEWART explained that he envisioned the D vision of
Personnel inviting coments [with regard to the needs]. He
specified that departnment comm ssioners and division directors
would nomnate a job class that has experienced an outstanding

vacancy for a lengthy period. |If there was statistical analysis
that there would be large turnover of an occupational group,
that job class would be nomnated as well. The Division of

Personnel would review the effectiveness of past recruitnent
efforts and thus a list of job classes or job class series could
be created for those eligible for a recruitnent bonus. For
exanple, the two |argest conpetitors for enployees in the state
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are the federal governnent and the hospital systemin Anchorage.
Both of those enployers offer recruitnent bonuses and other
retention bonuses to their enployees. |It's difficult to conpete
in alimted enployee market with those two alone, he said. M.
Stewart specified that the personnel board would prioritize on
the basis of need. He envisioned nurses being near the top.

Number 1300

CHAIR COGH LL pointed out that there may be underfunded
positions in one area while not in other areas. Chai r Coghil |
inquired as to how the board would view that.

MR. STEWART said that would probably be one of the factors in
prioritization.

REPRESENTATI VE JAMES asked if there is an incentive to encourage
enpl oyees to consider new nethods of doing things or even
el i mnate tasks.

MR. STEWART agreed that review ng business processes is always a
way of determining whether a position needs to be filled.
However, on a weekly basis the state spends thousands of dollars
on newspaper advertisenents for positions that receive little or
no response. Therefore, noney and tine could be saved by
placing an enticing ad rather than a sinple notice of vacancy.
He nmentioned that |ooking at the process is sonething that is
i ncunmbent on the managers [of the] positions.

REPRESENTATI VE JAMES clarified that she was asking if those
doing the job were reviewing ways in which to nmake changes to
t he j ob.

MR. STEWART said he supposed that would have to be built into
the review system

REPRESENTATI VE JAMES opined that those actually doing the work
woul d have the best ideas what to change. However, [enployees],
particularly those in union organizations, are usually resistant
to put forth any effort that would elimnate a position.
Therefore, she expressed the need for everyone to see the
benefit for finding cost and work savings. She agreed with M.
Stewart's comrent that [enployees] be polled.

CHAIR COGHI LL remarked that such would be useful in regard to
recruitnment.
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Nunber 1575

REPRESENTATI VE STEVENS commented that he thought this was a
wonderful opportunity to solve the recruitnent and retention
problens the state is facing. However, he understands that now
the legislation nerely addresses recruitnment. He asked if there
are other ways to assist in the retention of personnel.

MR STEWART clarified that the retention and recruitnent
portions of the legislation remain, but the individual
excel l ence award was renoved. Therefore, class-based retention
awards remain. He reiterated that there had been concern
surrounding the potential abuse wth individual [excellence]
awards and thus it was elinmnated in the CS.

CHAIR COGHI LL specified for the record that it's not pronotion
for time in the job. Therefore, there would be sone criteria
used for awarding a retention bonus. He surmsed that there
woul d be sone avenue to discuss the value of an individual in
that retention bonus process.

MR. STEWART said that retention bonuses would be based on cl ass

specifics, defined skill sets, rather than individual skills.
Number 1673

REPRESENTATI VE FATE referred to the "Indicators of Recruitnment
and Retention Problenms” chart, which illustrates that sone of
the [percentage of] recruitnment attenpts [that didn't result in
a hire] are extrenely high. He inquired as to the reason for

t hese hi gh percent ages.

MR. STEWART replied that in sonme cases there is no know edge as
to why recruitnments don't result in a hire. He expl ai ned that
the D vision of Personnel reviews the mninmum qualifications for
its job specifications when percentages such as these are
revi ened. This review is done in order to ensure that capable
individuals aren't being unfairly excluded with the stringent
m ni mum qual i fications (M.

REPRESENTATI VE FATE continued to refer to the aforenentioned
chart and pointed out that sone positions that aren't entry
| evel have high turnover rates. For exanple, the Accounting
Technician Il position has a turnover rate of 65 percent. He
inquired as to the reason for that.
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MR. STEWART pointed out that l|arge groups of those people
pronote to higher level positions when the highest |evel

incunbents in the job <class series retire. There is a
progressi on based on skill and tinme. Many of the admnistrative
support positions have had a high level of turnover because
peopl e have noved on to other job classes. He noted that the
state hasn't done nuch research to determ ne why sone of these
turnover rates are so high. In fact, only the recent
acquisition of data from the payroll system provided these

nunbers, which have been found to be so high. He noted that
[the division has] recognized that sone of the job classes, such
as with the public health nurse and nurse series and the socia
wor ker series, have positions that remain vacant for a |engthy
period of tine. Such vacancy endangers the provision of
services and thus this |egislation has been introduced.

REPRESENTATI VE FATE asked if the bonus would increase the
retention rate or create a vicious cycle in which a bonus is
paid every tw years because no one can be retained.
Representative Fate offered that there could be a systemc
reason for nonretention rather than the pay itself. Ther ef or e,
the noney spent to retain individuals would be accelerated by
t he bonuses.

MR. STEWART said that the reason to try this proposal is to

determ ne whether it'll work or not. Furthernore, that's the
reason to keep the proposal on a limted scale as a pilot
proj ect. Therefore, the project could be turned off when it's
obvious that it's not worKking. Al t hough the division doesn't

know whet her these problens are the result of a system c problem
or a conpetitive pressure, there are a great deal of state
enpl oyees who becone federal enployees. He noted that the
federal governnent is paying a 25 percent tax free cost of
living allowance (COLA) with which the state governnent can't
conpete. Furthernore, [there are states] such as M ssouri where
$40, 000 bonuses were being paid for analyst programers who
woul d work anywhere in the state. M. Stewart said that [the
division] would like to determ ne whether these problens are
system c or conpetitive.

Number 2030
REPRESENTATI VE STEVENS noved to adopt Version 22-LS1317\F, Cook,

3/ 20/ 02, as the working docunent. There being no objection,
Version F was before the committee.
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MR. STEWART, in response to Representative Stevens, pointed out
that on page 4, line 19, the definition of excellence bonus was
del eted. Language referring to excell ence bonus on page 4, line
1, was also deleted. The |anguage, "The pilot pay program nust
be based on criteria derived from and based on qualifications
for a job <class rather than on the qualifications of a
particul ar enployee.” was inserted on page 4, lines 4-6, of
Version F. Al these changes are included in Version F.

Nunber 2174

CHAIR COGHI LL surm sed that this bill wll provide an additiona
tool in the realm of recruitnent. However, Chair Coghil
inquired as to the retention tools currently utilized. He asked
whet her HB 361 would enhance the current retention program or
change it entirely.

MR. STEWART said that under the law there is no opportunity to
do anything financial for retention purposes. The retention
awards built into the system involve one's career path, one's
opportunity to pronote or be considered for pronotion, and
novenent in and around the state system "There's no provision
currently in state pay plan or in the definition or application
of the nerit system that allows for, other than (indisc.-
coughing) of effort either at cerenobny or not at cerenony," he
speci fi ed.

CHAIR COGHI LL related his understanding that [the state] | ooks

i n-house first for [open] positions. He identified that as a
retention gain.

MR. STEWART said that the idea of pronotion from within is

pr obabl y t he only nmet hod of recognition ot her t han
sectional /divisional certificates of achievenent. In further
response to Chair Coghill, M. Stewart remarked that he would

|love to be able to return to the legislature in a couple of
years and report that turnover rates are |[the result of]
retirements and planned progressions and that the retention
rates have dropped. Therefore, the skill sets could work
t hrough the workforce, he said.

Nunber 2341
REPRESENTATI VE JAMES referred to page 13 of a docunent entitled,
"Recruitnent, Retention, and Pronotion of Enployees in the

Bi ol ogi cal Sciences 2001" by the Dvision of Admnistration,
Al aska Departnment of Fish and Gane (ADF&G . Page 13 discusses
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the effect of inflation on state enployee pay since 1985.
Representative Janes said that off the top of her head she woul d
suggest that [the state] hasn't kept pace wth inflation.
However, she wondered how the 1985 rates conpared to the private
sector then and now. Still, she said she feels that the state
pay is under the private sector. Al t hough Representative Janes
noted her agreenent that the state is underpaying its enpl oyees,
she said she didn't believe it's to the extent specified.

MR. STEWART pointed out that the last mjor salary study was
done in Decenber 2000, whi ch he offered to provide
Represent ati ve Janes.

REPRESENTATI VE JAMES rel ated her belief that when private sector
rates were high, the state was parallel to those or slightly
hi gher . Then, when the private sector rates went down, the
state's didn't. The [change in rate] hasn't occurred on an
annual basis, and she wasn't sure it could be done annually
because the state can't [nerely follow the private sector].

Nunber 2431

CHAI R COGHI LL nentioned the need to realize [the possibility] of
creating a situation in which certain job classes would have
continual recruitnment bonuses and other job classes would
experience stacking.

MR. STEWART explained that there was the suggestion that
prograns adopted under this |anguage be exenpt from collective
bargaining in order to avoid the stratification. Therefore, it
woul d avoid having one plan for supervisors and one plan for
wor ker bees [while both] being in the sanme job class. However
he noted that there nmay be supervisory/mnagerial job classes
that require their own recruitnent and retention program

CHAIR COGHI LL interjected, "W're going to bunp up against the
edge of that, though. And that's sonething that probably should
be | ooked out whenever the report is brought out.”

Nunber 2542
REPRESENTATI VE FATE inquired as to the state of the current

vacancy and turnover rate as conpared to those presented in the
af orenenti oned docunent.
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MR. STEWART said that the division is in the process of reducing
the data for 2001. Although there hasn't been a conparison yet,
he expected the nunbers to be fairly simlar.

REPRESENTATI VE FATE asked what has been done to mtigate,
i nprove, the turnover rate.

MR. STEWART explained that the D vision of Personnel has net
with agency staff and has developed a nunber of recruitnent
flexibilities. For exanple, agencies have been allowed to
recruit for a job class rather than a specific position. The
division has also allowed for continuous recruitnent for job
cl asses that are of a higher turnover rate or their
adverti sement response rates are |ow He offered to provide
Representative Fate with a |ist of things that are being done to
address this problem

CHAI R COGHI LL announced that he would be reconmendi ng di scussion
and insertion of language [requiring] an intermediary report in
2004.

Nunmber 2680

BRUCE LUDW G, Busi ness  Manager, Al aska Public Enpl oyees
Associ ation (APEA) and the Al aska Federation of Teachers (AFT);
Secretary/ Treasurer, Alaska AFL-CIO (Anerican Federation of
Labor and Congress of Industrial Organizations), provided the
foll ow ng testinony:

Wiile the bill isn't as offensive as it was - we
appreciate taking out the personal bonuses - we're
still opposed to it. W Dbelieve that we do have a
serious recruitment problem We don't believe that
we're conpetitive. W believe we pay Ilower than
standard wages. Qur retirenent systemis no |longer a
magnet. And we pay nore in health insurance than nost
of the conpetition. You know, we've known this for a
long tinmne. And we've ... cut back - ways to save
noney for the state - and we've thrown it on the backs
of the enployees. And when people are |ooking at
j obs, they | ook at those things.

W have a state of the art recruitnment system right
now wi th Workplace Alaska Hiring System And how that
got in place was through a pilot project negotiated
with our union .... And | .. would suggest here is a
simlar pilot project, but do it through collective
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bargaining, do it through | abor nmanagenent conmttees.
If you get the worker bees involved, you're going to

find what works and what doesn't worKk. C So, |
would like to recommend that ... you change it to go
t hrough a | abor managenent process. I'"d also like to

suggest that you nake this bonus conpensation for
retirenment purposes.

REPRESENTATI VE JAMES noted her agreenment with M. Ludwg's
conment s. She inquired as to M. Ludwig's opinion with regard
to how nuch of this opportunity [to nake changes in job
positions] conmes fromthe people at the |lower |evel versus those
i n managenent . She related her notion that it seens people
woul d be reluctant to recomrend changes that would elimnate a
fell ow enpl oyee' s job.

MR LUDWG inforned the conmttee that although there was once
an incentive program that gave part of the noney saved in sone
process to the enployee involved in creating the savings, it was
never fully inplenented. M. Ludw g pointed out that none of
the options discussed with regard to recruitnent and retention
have involved talking with the workers to determ ne what would
entice an enployee to a job and nmake that enployee want to stay.
The | abor nmanagenent process provides that enployee input.

CHAIR COGHI LL remarked that although the bill my not denmand
[the input from the enployee], there is certainly the intention
[for the enpl oyees] to be included in the discussion.

MR LUDWG specified that his opportunity, as a bargaining
agent, is through his ability to testify on the regulations
before the Personnel Board. Any nenber of the public has the
right to do so.

CHAIR COGHI LL related his understanding that the Personnel Board
will designate these bonuses, which they wll discuss wth
[ peopl e] such as M. Ludw g.

MR, LUDWG said that he didn't see [such |anguage]. There is no
requirenent to have any interface with the bargaining units.
“In here, we're giving the admnistration the right to
unilaterally set wages and do it out of their budget, the way
they want to do it. ... | don't see where this, politically, is
a wn-win situation for anybody," he remarked.

Nunmber 2963
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REPRESENTATI VE JAMES acknowl edged M. Ludwig's frustration. She
noted her own frustration with the APEA union because this union
negotiates with an admnistration that has no ability to pay.
The legislature is involved ...

TAPE 02-31, SIDE B

MR LUDWG in response to Representative Janmes, related his
belief that the nore that is taken from bargai ning and the | ess
interaction there is wth the enployees, the nore top down the
managenment structure.

CHAIR COGHILL characterized that as part of the public policy

call. "If we want the state to do the recruiting, then we need
to give them the authority. If we wanted information as to how
the enployees viewed that, | think we would go then to the
collective bargaining,” he said. He highlighted that the

| egislature is giving the admnistration not the collective
bargaining unit the responsibility for enploynent, retention,
and recruitnment. Still, he agreed that those nost inpacted
shoul d be heard.

Nunber 2883

REPRESENTATI VE JAMES opined the inportance of having this
bott om up suggestion process. "I could probably go where you
want to go today on this issue, except | think |I'm probably

willing to go ahead with this if we had that part of the
agreenent that there would be this interaction to figure out how

not only to do the job better but to do it for less ..., and the
how the responsibility of that is part of this whole issue of
retention," she said. She pointed out that the 1issue of
retention can be found everywhere, [especially] with the heavy
reduction in 18-44 year olds [in the state]. This situation
will continue until the state builds sonme economc activity, she

predi ct ed. She said she didn't think putting "that" in this
bill would be that hel pful.

CHAIR COGH LL requested that M. Stewart respond to [M.

Ludw g's suggestion]. Chair Coghill reiterated his view that
this | egi sl ation provi des t he adm ni stration W th a
responsibility. However, he related his belief that those in

the collective bargaining units should have an engaged voice as
an interested party. He invited M. Stewart to coment.

MR. STEWART agreed to involve the nanagenent and the enpl oyees
of the collective bargaining unit in regard to the formation of
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and consideration of the priority lists presented to the
Personnel Board. In fact, in a neeting with the representatives
of the collective bargaining [unit], [the division] nentioned
[that it would be happy to have them involved] at that point.
"We believe that once the regulatory process takes place and ..
the Personnel Board adopts the program the narrowest possible
control wll provide us with the opportunity to cone back and
say whether it's worked or not," he explai ned.

CHAI R COGHI LL expressed agreenent in that if the legislature is
going to require the [division] to provide the final answer,
then it should have the final say. However, in the regulation
and board process he expected those in the collective bargaining
managenent positions to help with the prioritization and the
di scussion of the regulatory schene.

Number 2717

CHAI R COGHI LL suggested that there be a report on this in 2004.
Therefore, he offered the follow ng conceptual [Amendnent 1] on
[page 5], line 26, that there be a report [on the progress of
this pilot project] to the legislature during the 2004
| egi sl ati ve session.

REPRESENTATI VE HAYES said that it seens like this is a no-wn
si tuation. On the one hand, there is the know edge that there
is a problemwth recruiting and retaining state enpl oyees. On
the other hand, legislation freezing the hiring of state
enpl oyees is noving through the Senate. He questioned the
nessage being sent to enployers and potential enployees.

REPRESENTATI VE JAMES agreed that Representative Hayes' scenario
IS concerning. However, she pointed out that the Senate Bill
isn't before the commttee.

CHAIR COGHI LL asked if there is any objection to conceptual

Amendnent 1. There being none, conceptual Anmendnent 1 was
adopt ed.

Nunber 2550

REPRESENTATI VE FATE renmarked that he has seen recruitnent
bonuses do well. The retention bonuses that he has seen work
are based on efficiency and productivity. He related his
skepticism with regard to giving bonuses nerely to retain
peopl e. Al t hough Representative Fate viewed the recruitnent
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[portion of the bill] as being on the right track, he had
concerns [with regard to the other provisions of the bill].

Nunber 2495

REPRESENTATI VE CRAWCORD recall ed Representative Janmes' conment
regarding the public-private sector in Al aska. He infornmed the
commttee that over the years, the building trade has graduated
a nunber of apprentices. However, Alaska isn't able to retain
them due to | osses to the West Coast states. Mreover, Alaska's
private sector wages haven't kept pace with other states either.
Last year, there was a shortage of ironworkers, pipefitters, and
other trades people in the state. Representative Crawford
related his belief that throughout Alaska there is a systemc
probl em because Al aska's wages haven't kept pace over the |ast
several years. Therefore, he expressed the need to nake
stronger structural changes than nerely receiving bonuses from
wi thin the departnent's budget.

CHAIR COGHI LL conmented that the system c issue on the societal
level is that Alaska has drifted into a service-based industry
rat her than a production-based industry.

REPRESENTATI VE JAMES acknowl edged that many people are |eaving
the state because there aren't opportunities in the state [for
themj. However, there are nmany people who woul d stay regardl ess
of the wages. Therefore, she felt that there will be a fight
with regard to who gets the enployees and thus [this
| egi sl ati on] mght help wth retention and [recruitnment].
Al though the retirenment and insurance situations in the state
have changed, it's nuch better than what's in the private
sector. Therefore, addressing the wages, even at a |ower |evel,
could result in people staying.

Nunber 2302

REPRESENTATI VE JAMES noved to report CSHB 361, Version 22-
LS1317\F, Cook, 3/20/02, as anended out of conmmittee wth
i ndi vidual recommendations and the acconpanying zero fiscal
note. There being no objection, CSHB 361(STA) was reported from
the House State Affairs Standing Commttee.

The commttee took a brief at-ease.

HB 380- REI MBURSE CERTAI N RETI REE MEDI CARE CHARGE
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CHAI R COGHI LL announced that the next order of business would be
HOUSE BILL NO 380, "An Act relating to reinbursenment for
certain Medicare prem um charges for persons receiving benefits
from the teachers' retirement system the judicial retirenent
system the elected public officers retirenment system and the
public enployees' retirement system"™ He inforned nenbers that
only testinony woul d be taken today.

Nunber 2199

TOM HARVEY, Executive Director, National Education Association -
Al aska (NEA-AK), related M. Jerry Patterson's regret that he
couldn't change his schedule to be present today. M. Harvey
recalled that M. Patterson, at the prior hearing on HB 380, was
addressing the fiscal note. The $274 nmillion fiscal note over
nine years amounts to approximately $30.4 mnmllion a year.
However, NEA-AK believes there are sone factors that the
commttee should take into consideration. First, the $30.4
mllion a year neans that approximately $23.8 nmillion nore is
being collected than necessary to fund the neasure. Therefore,
over the nine years, the Division of Retirenent & Benefits would
collect about $200 mllion nore than necessary [to fund the
nmeasure] . The conpounded interest rate of 8.25 percent on that
[$200 nmillion] would result in $284 mllion that would be
i nvest ed. Only $6.62 [million] of that would be necessary [to
fund the neasure]. According to the [$274 million] fiscal note
there would be nore than enough noney [for this project].
Therefore, NEA-AK believes that the fiscal note <could be
reduced. To date, the actual return of 11.48 percent over the
past 20 years suns well over $300 mllion.

MR. HARVEY turned to the fairness issue for the retirees. The
savings to the division for those younger than 65 is $754 a
nonth in prem um paynents. When the individual is over 65 and
accesses Medicare, the state's premumdrops to $287 a nonth and
thus there are over $467 a nonth in premum savings to the
state. Therefore, [NEA-AK] believes that $57 of that savings
shoul d be spent to pay for the Medicare Part B premium  Anot her
state agency does so as a cost-savings neasure. The
Medi care/ Medi caid program in Alaska pays that nonthly prem um
because of the recognition of the massive savings to the state.

M. Harvey said: "We believe it's an equity issue. The ratio
of the savings to premum is 8.5:1. So if you take that
unfunded liability of $274 mllion, then the savings on that
amount of noney is $2.3 billion." Therefore, the savings

experienced by the state should also be experienced by the
retiree covered by the program
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MR. HARVEY noved on to the cost factor. He specified that
passing HB 380 doesn't cost gener al fund (GF) noney.
Furthernore, this legislation wouldn't cost nunicipalities or
school districts because these are all retirenent nonies. He
informed the conmttee that I|ast year when the legislature
passed | egislation |owering the age requirenent for retiring and
mai nt ai ni ng nedi cal converge, there was a fiscal note with a
cost to enployers and a statenent of unfunded liability. He
pointed out that the contribution rate fell last year by 1
percent for the enployers, which is because of the annual excess
earnings in the retirenent system The fund needs a return of
8.25 percent in order to maintain the earlier nentioned funding
ratio. As nentioned earlier, over the past 20 years the fund's
return has been 11.48 percent. Even wth a down market, the
five-year return ending June 30, 2001, averaged 9.37 percent,
whi ch places the fund well over the 8.25 percent necessary. The
excess earnings in the Teachers' Retirenent System (TRS) since
1994 has been nearly $900 million and for the Public Enployees
Retirement System the excess earnings has been $1.6 billion.
Those excess earnings have been placed toward inproving the
funding ratio of the system In 1996 the funding ratio was 55
percent and although that is healthy by many standards, it could
be inproved upon. On June 30, 2000, the funding ratio was 99.7

percent, which has now declined to 95 percent. Therefore, 1
percent of the $12 billion in excess earnings would [anobunt to]
$120 mllion. He rem nded everyone that the annual cost is
$30.4 mllion. "Really it's only $6.6 mllion. We don't have
to put that other noney in the bank," he explained. Ther ef or e,
this is one-fourth of 1 percent of the excess earnings. In

conclusion, M. Harvey specified that the fiscal note, although
necessary, wouldn't inpact G- noney or the viability of the
retirement system The fiscal note adds to the excess earnings
of the retirenment system

Nunmber 1653

SAM TRI VETTE, President, Retired Public Enpl oyees Association of
Al aska (RPEA), turned to the question - asked at the |ast
hearing - regarding whether the state actually commtted in
witing to cover nedical expenses for enployees. The pending
| awsuit has already noved through the Superior Court. M.

Trivette provided the conmttee with 14 pages of court findings,
which he felt clearly [denbnstrates] that the state did nake
such a commtnent in witing.
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MR. TRIVETTE explained that RPEA is conprised of retirees from
all areas of public enploynent. He pointed out that RPEA has a
medi cal insurance commttee that provides education with regard
to nedical issues. Furthernmore, RPEA has perforned nedical
surveys inquiring of the nenbership what is working and what
isn't. Many of RPEA's nenbers have conpl ai ned about having to
pay the Medicare premum of $54 a nonth, which is predicted to
increase in the future. This cost has a significant inpact on
the retirees, especially for older retirees and those in the

| ower pay ranges. M. Trivette echoed earlier testinony that
there will be no cost to the G- for this reinbursenent.
Furt her nor e, t he enpl oyer contribution has decr eased
significantly due to the financial well being of the fund.
Moreover, he related that PERS is funded at 101 percent, which
i S superb. M. Trivette said, "It's only fair that since the

state pays a nuch snmaller anount of nedical expenses for
retirees once the retirees turn 65 that some of the savings
should be shared with the retirees.” In closing, M. Trivette
encouraged the comrmittee's support of the |egislation.

REPRESENTATI VE JAMES reminded the commttee that she has a
conflict on this issue because she is 72 years of age, and as
soon as she doesn't work she wll fall into this retiree
cat egory.

HB 397 - SNOWOBI LE DRI VERS' LI CENSI NG EXEMPTI ON

Number 1314

CHAI R COGHI LL announced that the next order of business would be
HOUSE BILL NO 397, "An Act exenpting a person driving a
snowmobil e fromdriver |icensing requirenments.”

CHAIR COGHI LL asked if there was any objection to the adoption
of CSHB 397, Version 22-1LS1448\0O Ford, 3/22/02, as the working
docunent . There being no objection, Version O was before the
committee.

Nunmber 1286

REPRESENTATI VE VI C KOHRI NG, Al aska State Legislature, testifying
as the sponsor of HB 397, explained that HB 397 attenpts to
elimnate the need for a driver's license for snownbiles that
aren't operated on the road system in Al aska. He inforned the
commttee that Ilast year the Departnent of Transportation &
Public Facilities (DOT&PF) did a study entitled, "W nter
Transportation Study" that revealed those operating off-road
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vehicles were doing so illegally because of the requirenent of a

driver's license for those vehicles. Therefore, HB 397 was
drafted. Representative Kohring specified that this isn't to
say that individuals shouldn't have a driver's |icense when

driving on the road. However, he said he believes that it isn't
reasonable for an individual to have to study for a license that
is actually geared toward driving a car on a highway when they
are going to be operating a snowmwbile on a trail or a boat on a
| ake or river.

M KE KRI EBER, Staff to Representative Vic Kohring, Al aska State

Legislature, informed the commttee that the bill passed out of
the House Transportation Standing Commttee acconplished what
Representati ve Kohring want ed. However, the Division of Motor

Vehi cl es (DW) expressed concern that there was a | oophole that
woul d allow a youngster to drive a car down the side of a road.
Therefore, M. Krieber said that he worked with the Departnent
of Law and DW in order to develop the |anguage included in

[ Version . [Version O still acconplishes the exenption of a
driver's license requirenent for any vehicle off the road. The
bill would mintain the driver's |license requirenent for

operation of a vehicle on the road and the vehicle would still
be required to neet any equi pnent requirenents. Therefore, this
bill sinply elimnates the driver's license requirement to
operate a notor vehicle off of a road.

Number 1033

REPRESENTATI VE HAYES asked if any consideration has been given
to having drivers' certification for mnors. He expressed
concern with not having sonmething in place to address mnors
[driving vehicles off the road].

MR. KRIEBER answered that it was discussed in the House
Transportation Standing Commttee, which heard testinony from
the director, Division of Parks, Departnent of Natural Resources
(DNR), and from sone board nenbers of SnowlRAC (Snownobile
Trails Advisory Conmittee). The SnowlRAC has formed a group to
address safety issues, and they wll be presenting a
recommendation addressing rural-urban issues in regard to
whet her t here shoul d be a [ st at ewi de/ regi onal ] safety
certification program or training program M. Krieber noted
that there are sone training prograns in place.

REPRESENTATI VE STEVENS recalled a constituent conplaint that a

child in a village was given a ticket for underage driving when
the nother was trying to teach the child how to drive. He
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inquired as to how this would inpact an underage child living in
a village with no roads.

MR. KRIEBER answered that [HB 397] would exenpt such a child
fromthe driver's license requirenent.

Nunmber 0810

CHUCK HOSACK, Deputy Director, Davison of Mtor Vehicles,
Departnent of Adm nistration, testified via tel econference. M .
Hosack announced that the [division] supports the bill
Furthernore, the [division] doesn't believe that it wll inpact
hi ghway safety. The bill nerely addresses a problemin the |aw
that was never intended to be enforced.

Nunber 0577
JOHN JOHNSON, President, Fairbanks Snowtravelers, testifying via

tel econference, inforned the committee that he is also a menber
of the Al aska Snownpbile Association and the past chair of

SnowTRAC. M. Johnson announced t hat t he Fai r banks
Snowtravelers are in full support of [HB 397]. If this
regulation isn't passed, a great burden will be placed on |aw
enforcenent within the state. Furthernmore, without this bill a

famly recreational activity faces the possibility of ruin.

CHAI R COGHI LL remar ked t hat [ HB 397] seens fairly
straightforward. The discussion of further safety is still open
inregard to off-road use.

MR JOHNSON informed the committee that he is currently
addressing the issue of developing a statewide snownobile
safety-trai ning program Unfortunately, Alaska is well behind
any snow state in the country in regard to safety training
prograns for snowrobiles, not to nention a trail system He
announced the intent to have a training program that would be
acceptable to the state by next vyear. However, there is no
intent to require this for licensing but rather to nerely obtain
a sticker to indicate that the individual has |earned how to
utilize a snowmbile safely and thus enjoy the sport of
"snownobi I ing."

REPRESENTATI VE FATE asked whether there would be any waivers for
i ndividuals who sign an affidavit attesting to the fact that
they have been operating [snowmbiles] for a nunber of years.
He said he has known people who have been "racers" and have
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never had an accident; he asked whether such people would be
expected to take the orientation course.

MR, JOHNSON said that the initial plan sinply focuses on the
design of the program although there has been sone
consideration given to granting "grandfathering rights.”
However, [the current thought] is to grandfather in folks who
have already voluntarily taken some sort of training, rather
than to grandfather in folks based on how nmany years they have
been operating snownobil es. The nunber of years soneone has
been driving any sort of vehicle is no guarantee that he/she is
a safe driver.

REPRESENTATI VE STEVENS noted that although the testinony is
focusing on snowmbiles, HB 397 pertains to "off-highway"
vehi cl es, which he assunes neans any vehicle that's not on a
hi ghway. If so, does that nmean a car or a truck could be
considered an off-highway vehicle, he asked. If the intent is
to speak to just snowrobiles, why not just say so in the
| egi sl ati on, he al so asked.

Nunmber 0342

MVR. KRI EBER sai d: "Actually, wth the requirenent for
registration of a vehicle ... a car or a truck, that would not
be defined as a off-highway vehicle." The current statute
di scusses notor vehicles requiring a driver's license, he

expl ai ned, "and what we've done here is we've carved out the
of f- hi ghway category, which includes boats, wheelchairs, four-
wheel ers, [and] airplanes.™ Wth regard to the inclusion of
wheel chairs, he said Mary Mashburn, Director, Division of Mtor
Vehicles (DW), cited a particular case in Anchorage, where
sonebody was given a ticket for operating a wheelchair on a road
and the [case] "held up in court.”

REPRESENTATI VE FATE referred to aircraft that are registered
under federal |aw, and whose owners have to, on occasion, nake
energency | andings on roadways or highways. Are they subject to
fines under those conditions, he asked.

MR. KRI EBER expl ained that HB 397 focuses on the requirenent, or
|l ack of requirenment, for a driver's Ilicense. He said he is
unaware of whether there would be any fines associated wth
| anding [an airplane] on a road, although under current law, in
order to fly an airplane a person is required to have a driver's
| i cense anyway.
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REPRESENTATI VE FATE indicated his belief that an airplane pilot
is not required to have a driver's license, nerely a pilot's
certificate.

MVR. KRIEBER clarified that according to M. Mar shburn' s
testinmony |ast year on another piece of |egislation addressing
ai rplane safety equipnment, in addition to any other requirenents
for operating an airplane, a driver's license is also required.

REPRESENTATI VE COGHI LL, after noting that there were not enough
commttee nenbers present to report the bill out of committee,
said he would close the public hearing and hold HB 397.

CHAIR COCGHILL called an at-ease from9:41 a.m to 9:42 a.m

HB 315- GROUP HEALTH I NSURANCE FOR PRI VATE GROUPS

CHAI R COGHI LL announced that the |ast order of business would be
SPONSCR SUBSTI TUTE FOR HOUSE BILL NO 315, "An Act allow ng
enpl oyers t hat are smal | busi nesses, smal | nonprofit
organi zations, or snall associations for insurance purposes to
join state enpl oyee insurance coverage as a group; and providing
for an effective date."

REPRESENTATI VE  NORMAN  RCOKEBERG Al aska State Legislature,
testified as the sponsor of HB 315.

TAPE 02-32, SIDE A
Number 0001

REPRESENTATI VE ROKEBERG began by pointing that he has spent the
| ast eight years working on health insurance issues in the
| egi sl ature. He related his finding that the inability of the
private sector market to provide affordable cost effective plans
for specific businesses with higher interest rates is pricing
them out of the private market.

REPRESENTATI VE ROKEBERG noted his sensitivity to the conpetition

with the private sector. He explained his goal of establishing
a climate inviting insurance underwiters into the state rather
than forcing them out. "On first blush this legislation may
appear to be that change in philosophy,” he renarked.

Representati ve Rokeberg commented that there's such a problem
especially knowing that Premera Blue Cross of Washington and
Al aska holds over 50 percent of the entire covered |ives under
private health insurance in the State of Al aska. He
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characterized Al aska's [ heal th i nsur ance mar ket ] as a
contracting market.

Number 0195
REPRESENTATI VE ROKEBERG explained that originally the plan was

to open the state plan such that other small businesses would be
invited in. A few years ago the adm nistration decided to allow

the bargaining units to "step out on their own." He noted that
the legislature was never asked about this, and he has always
opposed it. He acknow edged the notion that the larger the

pool, presunmably the lower the rates can be adjusted. Although
he recalled the belief that 300-500 people can be an adequate

size for a pool, one [critical case] can result in a large
annual bill. This original formof the legislation created nuch
protest, which is the reason for the sponsor substitute that
doesn't include the bargaining units. The sponsor substitute

al so raised the nunber of enployees [required to conprise aj
smal | business from 50 to 300. However, Representative Rokeberg
noted he is having msgivings about that change and thus he
requested that the conmttee consider lowering that limt back
to 50 enployees because that's consistent wth the state
definition of a small business and is |less conpetitive with the
private market.

REPRESENTATI VE ROKEBERG explained that currently the state
enj oys a governnent exception under the Enployee Retirenent and
I ncone Security Act of 1974 (ERISA). Therefore, bringing
private sector people in [under ERI SA] would jeopardize that and
thus the bill my need to be nodified. Wth regard to the
effective date, the nonprofits have requested that [ be
ext ended] . Representative Rokeberg concluded by noting the
i nportance of this |egislation.

Nunber 0820

CHAIR COGHI LL announced his intention to bring SSHB 315 before
the commttee on Thursday, March 28, 2002. Therefore, SSHB 315
was hel d over.

ADJ QURNVENT

Nunber 0889

There being no further business before the commttee, the House

State Affairs Standing Commttee neeting was adjourned at 9:53
a.m
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