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CS FOR HOUSE BILL NO 195(L&C) am

"An Act relating to coverage offered under an individual policy
of health care insurance; relating to the state health insurance
pl an; and providing for an effective date."

MOVED SCS CSHB 195(L&C) OUT OF COWM TTEE

SENATE CONCURRENT RESOLUTI ON NO. 7

Suspendi ng Rules 24(c), 35, 41(b), and 42(e), Uniform Rules of
the Alaska State Legislature, concerning House Bill No. 71,
relating to the Board of Certified Direct- Entry M dw ves.

MOVED SCR 7 QUT OF COW TTEE
HOUSE BI LL NO 199
"An Act renoving the annual adjustnment to the m ni num wage based
on the rate of inflation; and providing for an effective date."
MOVED HB 199 OUT OF COW TTEE
CS FOR HOUSE BILL NO 10( HES)
"An Act relating to pooling by enployers and self-enployed
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providing for an effective date."

MOVED CSHB 10( HES) OUT OF COW TTEE

HOUSE BI LL NO. 270
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"An Act relating to the licensure of pharmacists; and providing
for an effective date.”

MOVED HB 270 OUT OF COW TTEE
CS FOR HOUSE BILL NO 252(STA)
"An Act relating to the terns and duties of the nenbers of the
State Board of Registration for Architects, Engineers and Land
Surveyors. "
MOVED SCS CSHB 252(L&C) OUT OF COW TTEE
HOUSE BI LL NO. 305
"An Act relating to the calculation and paynent of unenploynent
conpensation benefits; and providing for an effective date.”
HEARD AND HELD
PREVI QUS ACTI ON
HB 195 - See Labor and Comrerce m nutes dated 5/15/03.
SCR 7 - No previous action to consider.
HB 199 - No previous action to consider.
HB 10 — See State Affairs mnutes dated 5/17/083.
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HB 305 - No previous action to consider.
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POSI TI ON STATEMENT: Opposed HB 199.
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Staff to Representative Lesil MCQuire
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PCSI TI ON STATEMENT: Commented on HB 252.
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POSI TI ON STATEMENT: Sponsor of HB 305.
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PO Box 21149
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PCSI TI ON STATEMENT: Supported HB 305.

M. Patrick Shier, Chief
Enpl oynment Security Tax
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Devel opnent
PO Box 21149
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POSI TI ON STATEMENT: Conment ed on HB 305.

Ms. Barbara Huff-Tuckness, Director
Legi sl ative and Governnental Affairs
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Local 959

520 E 34th

Anchorage AK 99503

POSI TI ON STATEMENT:  Supported HB 305.

M. Ron Peck, President

Al aska Travel |ndustry Association
PCSI TI ON STATEMENT:  Opposed HB 305.
ACTI ON NARRATI VE

TAPE 03-37, SIDE A

CSHB 195( L&C) am STATE HEALTH | NSURANCE PLAN

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 8:03 a.m Present were Senators
Stevens, Seekins French and Bunde. The Chair announced CSHB
195(L&C)amto be up for consideration.

SENATOR GARY STEVENS noved to adopt SCS CSHB 195(L&C). There
were no objections and it was adopt ed.

CHAI R BUNDE expl ai ned that the commttee substitute (CS) renoved
all the |anguage about the optional prograns that had many
peopl e concerned and |eaves sone |anguage that allows federal
f undi ng.

M5. HEATHER NOBREGA, staff to Representative Rokeberg, said that
was correct.

CHAI R BUNDE asked about the |anguage on page 2, subsection (b),
whi ch di scusses people who are not eligible for coverage. He
asked for an explanation of the statenent "including self
i nsured plans, health care trusts and welfare trusts".

M5. KATIE CAMPBELL, Life and Health Actuary, explained that
section is language fromexisting law. It was used because it is
an eligibility requirenment that was m splaced under "Excl usions”
in the initial legislation. If sonmeone is eligible for the
federal prograns under the federal law, that person has to be
l et into the plan.

M5. M CHELLE CASSANO, President, American Diabetes Association,
said she is very concerned about what would happen with this
coverage if sonmeone opts out of chronic-di sease coverage and is
t hen di agnosed.
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CHAIR BUNDE explained that all of the optional |anguage in
section 1 was deleted from the commttee substitute that the
commttee just adopted.

MS. CASSANO responded that she would not comment further in that
case, but would be a resource for the commttee.

M5. LAURA SARCONE, Al aska Nurse Practitioners’ Association, said
del eting section 1 took care of her concerns also. She wanted to
make sure that reinbursenent for nurse mdw fery coverage for
obstetrical care was not nade optional

CHAI R BUNDE affirmed that |anguage was gone.

SENATOR SEEKI NS noved to pass SCS CSHB 195(L&C), version V, from
committee with individual recommendations and attached fi scal
not e.

SENATORS STEVENS, FRENCH, SEEKINS and BUNDE voted yea and SCS
CSHB 195(L&C) noved fromcomittee.

SCR_ 7- SUSPEND UNI FORM RULES FOR HB 71

CHAI R CON BUNDE announced SCR 7 to be up for consideration to
address a title change.

SENATOR RALPH SEEKINS noved to pass SCR 7 from committee with
i ndi vidual reconmendations. There were no objections and it was
so ordered.

HB 199- DELETE M NI MUM WAGE | NFLATI ON- PROOFI NG

CHAI R CON BUNDE announced HB 199 to be up for consideration.

M5. HEATHER NOBREGA, staff to Representative Rokeberg, sponsor
of HB 199, explained that this bill repeals the automatic
inflation index that was inplenmented |ast year along with the
m ni num wage increase. Wien the mninum wage is increased,
inter-level enployers elimnate jobs and reduce working hours.
Wth the last increase, benefits, such as health insurance and
mat chi ng 401K pl ans, are being cut.

Evi dence indicates that constant increases don't help the poor
but elimnate their needed jobs. One restaurant in Anchorage
cl osed already and another is not going to expand to Fairbanks
because of the hikes in |abor costs. A casual exam nation of the
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increases indicates that they fail to target the famlies that
they are intended to help.

The increases should not be automatic because the industry needs
to have a seat at the table each year to discuss the econom es
of what is happening in every day business.

SENATOR HOLLI'S FRENCH asked her to explain why she thought the
automatic indexing fails to target the famlies it was intended
to hel p.

M5. NOBREGA answered that the theory behind the mnimum wage is
that it will help famlies support thenselves by providing an
adequate wage that will help them do that. Studies show that
when the mninmum wage is automatically increased, you actually
elimnate those entry-level jobs. So, the famlies they are
trying to help aren't going to get hel p because those jobs won't
be avail able for them

MR. DON ETHERI DGE, AFL-CI O, opposed HB 199 and told nenbers the
AFL-CIO got signatures for the initiative process and was
| ooking forward to putting this question on the ballot, but the
| egi slature took action to prevent it from doing so. If it had
been put on the ballot, it could have been adjusted after two
years. He nmintai ned:

Now, it hasn't even gone into effect and we're already
| ooking at repealing it. W' re under the hopes that it
could at |east happen once before it's repealed so
that we would know whether or not it works. W don't
know if it's going to work and they're already
hollering that everybody is going out of business
because of it. They're going out of business because
of poor |ocations - one of them that | know of - the
restaurant and | can understand where a $1.50 increase
on nost of these businesses really hit hard. W asked
for three years running to step the mninum wage up
and there was no action taken on it. The only way we
could make it happen is through the initiative process
and we went out and gathered 50,000 signatures to get
it on the ballot....

At the current rate that we're looking at right now
for the cost of living index - it's going to be about
a 14-cents per hour raise. If you get 14-cents per
hour for a couple, three years, that doesn't hurt near
as bad as $1.50...
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CHAIR BUNDE stated, for the record, that he counsel ed agai nst
| egi slative action to preenpt the initiative.

SENATOR GARY STEVENS asked M. Etheridge to respond to the issue
of the elimnation of entry-Ilevel jobs.

MR. ETHERI DGE replied that those jobs have to be there and it's
one of those threats that can be used all the tine. He said he
has seen restaurants conme and go in Juneau without any raise in
the mninmum wage. It's just what the econony is doing at the
tinme that affects those jobs and that's why they fluctuate so
much.

SENATOR FRENCH said if they are taking into consideration one
anecdotal story about a restaurant closing, they should really
| ook at what the econony is doing and what the total job market
isin the state.

M5. PAM LABOLLE, Al aska State Chanber of Conmerce, supported HB
199. It's the Chanber’s belief that the reason they have el ected
representatives is that those representatives can see what is
happening in the econony and make decisions based on that big
pi cture.

SENATOR STEVENS asked her to comment on the issue of elimnating
entry-1level |obs.

M5. LABOLLE replied that it would elimnate entry-level jobs
because enployers are going to l|look for people wth nore
experience. |If they are going to pay the higher wage, they are
not wlling to take on people who aren't trained.

SENATOR SEEKINS asked if any other states index their mninmm
wage.

M5. LABOLLE replied that she didn’t have those statistics.

MR CH P WAGONER, Alaska Catholic Conference, said of all the
bills before the legislature this one disturbs him the npst
because of the initiative that never nmade it to the ballot and
because he doesn’t believe all the facts and figures he has
heard. He told nenbers:

There are two different organizations out there that

do a lot of work on mninmm wage and one of themis
basically paid for by the restaurant industry and the
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other one is paid for by the Iabor unions. | have read
their studies and | don't believe them |If you read
anything from the Enploynment Policies Institute, not
to be confused wth the Enploynent Policy Institute,
it's basically from the restaurant industry and they
wi |l never say anything good about the m ninmum wage.
Al so, if you look at the economic opportunity
institute - again, not to be confused wth the
economc policy institute, this is primarily from
| abor and they will never say anything bad about the
m ni num wage.

So, what | did is that I went to those states that do
have indexing and there [are] three to ny know edge -
Oregon, Washi ngton and Al aska.

"1l start with Washington State. | talked with Bob
Wagner, Manager of the Research and Analysis Unit for
t he Unenpl oynment Insurance Division of the Enploynent
Security Departnent of the State of Washington and he
sai d, "There does not appear to be a direct
correlation between the indexed mnimm wage and the
nunber of jobs in the food service, drinking places
i ndustry."

| picked that industry because that's primarily the
one - the fast food people and others - who are
agai nst this automatic indexing.

| also talked with Art Ar, the State Enploynent
Econom st for the Oegon Enploynent Departnment. He
said it's probably inpossible to identify an increase
in the unenploynent rate and tie it to the mninmm
wage at least at the state level. He said at a | ocal
| evel, you may be able to identify specific enployers,
such as the Red Robin, who have reduced enpl oynent due
to a variety of factors including mninum wage. Those
conpanies are probably already on the ropes. So, |
al so | ooked at the figures from our own Departnent of
Labor and in that particular industry, you would think
if jobs were going to be lost, they wouldn’t be | ost
because of indexing, which would have increased the
wages by 14 cents. You would have thought they would
have lost the jobs when the mninum wage in January
shot up by $1.50 because what happens is, wthout
i ndexi ng you have the purchasing power of our unseen
wor king poor continue to drop, drop, drop until
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finally the legislature or by initiative it junps
up. ...

That's not good for business and it's not good for the
wor ki ng poor who see their purchasing power decrease.
So, you would think that is where the jobs would have
been lost. And jobs were lost in Decenber of 2002 till
January of 2003. Wen it took effect, we lost 1,000 in
the food service restaurant industry. But, if you | ook
at a year ago, when there was no mninmum wage
increase, the drop is just about the sanme. It dropped
from 16,100 to 15,200. In other words, they ranp up
for the holidays with their enployees and then they
ranp down after the holidays and now if you |ook at
the figures, they've probably started to ranp up for
the tourism season..

It's the total econony that affects the jobs in this
i ndustry. ...

MR. WAGONER said there is a flip side to allowing the industry a
seat at the table; the unseen working poor would also like a
seat at the table. He said the legislature could address
i ndexi ng every year if it wanted to. He told nenbers, "This bil
really, really bothers ne; it's just unfair.”

MR.  JAY SUTHERLAND, President, Al aska Restaurant and Beverage
Association, said it's a little bit nore than a 5% increase to
pay for the 26% increase in the cost of |abor. Enployers would
| ook at closing restaurants and laying off staff. Slowy, but
surely, they have been | ooking at how to do nore with less. Job
| oss last year was simlar to this year. 9-11 brought tourismto
a crashing halt in 2001 and the tourist seasons have been slim
since then. Folks will be |ooking at investnents in technol ogy
and different restaurant equipnent to replace |abor. He pointed
out that people just entering the work force need to be trained
to do even the sinplest things and he thought it is unfair that
industry has to take on that additional burden. He noted the
other two states with a CPl are taking very huge hits in the
restaurant industry. That could be due to the econony or to the
CPI .

SENATOR SEEKI NS commented that his experience as an enployer is
that nost of his mninmum wage enployees are students just
getting started and he has a hard tine keeping anybody worth
their salt if he tries to keep them at a mninmm wage. He
doesn't get a lot of people who are really trying to raise a

SENATE L& C COWM TTEE -10- May 19, 2003



famly on mnimm wage. He stated, "If they are, there is
anot her serious probl em sonmewhere...."

SENATOR SEEKINS noved to pass HB 199 from conmttee wth
i ndi vi dual recomendati ons.

SENATOR FRENCH objected and said that he felt the legislature
should let this law go into effect at |east once to see what
happens - out of good faith. Testinmobny has indicated that the
CPI woul d produce about a 14-cent increase in the mninmm wage
and that's fairly mniscule. Sone people think the |egislature
passed this law to preenpt the initiative and keep a |ot of
| ower inconme people from going to the polls to vote |ast year.
He questioned, "I have to wonder today whether that initiative
has been preenpted had this inflation-proofing not been in the
| aw. "

He said this law takes into account a possible deflationary
econony. This is a flexible tool that the |egislature passed
j ust one year ago.

SENATOR SEEKINS said he doesn't think it is right to kill this
bill in commttee and that he didn't see anything wong wth
allowing it to go to the entire body for discussion.

CHAIR BUNDE said he shares the concern that the public did not
get a chance to vote on this issue.

SENATORS SEEKI NS, STEVENS and BUNDE voted yea; SENATOR FRENCH
voted nay; and HB 199 passed from conmttee.

CSHB 10( HES) - GROUP HEALTH | NSURANCE FOR PRI VATE GROUPS

CHAI R BUNDE announced CSHB 10(HES) to be up for consideration.

M5. HELEN BEDDER, staff to Representative Cheryl Heinze, said

this bill is very different fromit original version. It had a
large fiscal note and the Departnent of Admnistration was
involved. Currently, the bill has no fiscal note and the
departnent is no longer involved. A key feature of the bill is

that it really works to help non-profit organizations obtain
i nsurance. The [non-profits] have a commtnent from the Mental
Health Trust Authority to provide funding to help them obtain
i nsurance through this type of policy and they are currently
very actively working with Dennis McMIlan in Anchorage to get
f undi ng.
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CHAI R BUNDE said one comment in the health insurance purchasing
cooperative reports says that in many instances state |aws have
prohi bited insurers fromoffering co-op premuns at a |lower rate
than those charged to enployers outside a co-op. He asked why
states would have laws against trying to provide the |owest
possi bl e i nsurance dependi ng on the market.

V5. BEDDER replied that she didn't know the answer to that.

MS. KATIE CAMPBELL, Division of Insurance, explained that state
laws differ, but nobst states have snall enployer reforns where
you have to guarantee issue to a small enployer. Mst states
define a snmall enployer as one with 2 to 50 enployees. Most
states with cooperatives have required the premuns within the
pool to be sonmewhat nearer the outside to prevent selection
probl ens where only the healthier or the sicker people remain in
one area or the other. She pointed out, "You don't want to
di sadvant age one narket for the other."

CHAIR BUNDE said they don't insure on personal risk but rather
on the risk of the group.

M5. CAMPBELL replied that is true.

SENATOR FRENCH asked her to explain the followng bullet
statenent :

Under HB 10, a health care insurer may decline to
cover or may restrict the coverage offered to a self-
enpl oyed individual under an association plan. This
applies only to a self-enployed individual who joins a
group, but not for enployees of either large or snall
enpl oyers.

M5. CAWMPBELL replied that is a conplicated issue. Initially they
weren't able to include the self-enployed in this kind of a plan
because of the fear that individuals who are particularly
unheal thy would attenpt to join the pools and cause the rates to
go up. In order to avoid that problem this bill allows
i nsurance conpanies to look at the individual self-enployed
peopl e separately from enployees of an enployer. By allow ng
that, the insurer can prevent a particularly unhealthy person
from increasing the rates for everybody else. Wth this bill
the insurer can actually decline coverage or put a restriction
on the coverage for that individual self-enployed person only.
It doesn't affect anyone el se.
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CHAIR BUNDE asked if that is because there are fewer self-
enpl oyed people than there are enpl oyees.

M5. CAMPBELL replied the issue is the self-enployed are really
not a group; they are individuals. Wen insurers cone in to
offer insurance to a market, they look at the market they are
going to insure and get a volune discount.

SENATOR FRENCH sai d:

It sounds like a conpromse and a way of bal ancing
risk for the insurance conpany to be able to stop this
one sick individual from joining the pool, but not

being able to stop this group that wants to get in...

CHAI R BUNDE added, "Who m ght have a sick individual, but wll
have hundreds of other people whose premiunms will make up for
the sick one.”

M5. CAMPBELL responded, "That's about right."

SENATOR SEEKI NS noved to pass CSHB 10(HES) from conmittee with
i ndi vi dual recommendations and zero fiscal note. SENATORS
STEVENS, FRENCH, SEEKINS and BUNDE voted yea and CSHB 10( HES)
passed from conmmittee.

HB 270- PHARVACI ST LI CENSI NG

CHAI R CON BUNDE announced HB 270 to be up for consideration.

M5. ROBIN PH LLIPS, staff to Representative Nancy Dahlstrom
sponsor of HB 270, explained that «currently the Board of
Pharmacy cannot deny a license to an applicant who may have a

questioned background, like a felony drug conviction or a drug
abuse problem That puts public safety and the pharnacy
prof ession at risk. The right to deny a |license was

unintentionally left out of the statute when it was originally
drafted. HB 270 gives the Board the authority to deny a license
to a new applicant if the board finds the applicant has
commtted fraud, deceit, falsely advertised, been convicted of a
felony or is guilty of other offenses listed in AS 08.80.261.
Al l menbers of the Board of Pharmacy and the Al aska
Phar maceuti cal Associ ation support this |egislation.

M5. MARGARET SODDEN, President, Al aska Board of Pharnmacy, said

this bill really needs to pass because the board cannot
currently deny a license to sonmeone who does not have a good
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background. She added that a person would have the right to
appeal a denial.

MR. BARRY CHRI STENSEN, Chairman, Al aska Pharnmaci sts Associ ation,
supported HB 270 for all the reasons previously stated.

SENATOR RALPH SEEKINS noved to pass HB 270 from conmttee wth
i ndi vidual recommendations and the attached zero fiscal note.
SENATORS STEVENS, FRENCH, SEEKINS, and BUNDE voted yea and HB
270 passed fromcomittee.

CSHB 252( STA)- OCC LI CENSING TERMS OF BD & CONT. EDUC

CHAIR CON BUNDE announced CSHB 252(STA) to be up for
consi derati on.

TAPE 03-37, SIDE B

M5. LAUREN W CKERSHAM staff to Representative Lesil MQiire,
said HB 252 was introduced at the request of the Architects,
Engi neers and Land Surveyors (AELS) Board. The bill essentially
does two things. It nodifies existing statutory |anguage wth
regard to board nmenbers who may serve partial terns. Currently,
if a board nenber serves any portion of a remaining term that
service counts for a full four-year term The nodification would
allow a board nmenber who is filling a partial term of |ess than
two years to AELS serve up to two full terms or eight years. The
anendnent offered in Labor and Comrerce would clarify that this
change in termlimts applies only to the AELS Board and not to
ot her boards and comm ssi ons.

Second, HB 252 offers the AELS Board statutory authority to
adopt regulations concerning continuing education. An Cctober
2000 audit by the Legislative Budget and Audit division
recommended the AELS Board be given this authority in order to
hel p inplement and nmaintain high standards in the professions
they oversee. They wil| work closely wth all rel evant
pr of essi onal societies before adopting or developing any
pr ogr ans.

MR. ROBERT E. MLLER, Chairman, Al aska Board of Registration for
Architects, Engineers and Land Surveyors (AELS), supported HB
252. The AELS regulates nultiple professions, which requires a
high level of both professional expertise and board experience
in terns of review ng applications to insure that people who are
admtted to their professions are qualified. The continuing
education is also a provision the board has decided it would
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like to have the discretion to be able to use, perhaps
i npl enenting themin stages for the different professions.

MR SAM KITO [I11, Alaska Professional Design Council, supported
HB 252. He said the director of the Division of GCccupational
Licensing had a suggestion regarding continuing education.
Recently, issues have conme up with respect to reinstatenent of
people with |licenses and he suggested that item 6 be changed to,
"establishing continuing education requirenents for persons
regulated by this chapter” and renoving the balance of the
sentence. That would allow the AELS Board to have authority to
adopt continuing education requirements for any of the
situations that nay be required.

CHAI R BUNDE of fered that as an anendnent.

SENATOR HOLLIS FRENCH wanted clarification on how the anendnent
woul d wor k.

MR. KITO explained that it would allow the AELS Board to adopt
cont i nui ng educat i on regul ations for bot h renewal and
reinstatenent of expired certificates. So, if an engineer
st opped practicing and then did not pay dues, but wanted to get
reinstated, in order to do so the board could then require that
engi neer or architect to show proof of continuing education on a
case- by-case basis.

There were no further objections to the anendnent and it was
adopt ed.

SENATOR SEEKINS noved to pass SCS CSHB 252(L&C) from conmttee
with individual recomendations and attached fiscal notes.

SENATORS STEVENS, SEEKINS, FRENCH, and BUNDE voted yea the
notion carri ed.

CHAI R BUNDE announced that he was turning the gavel over to Vice
Chair Seekins, as he had to go to another conm ttee neeting.

8:55 to 8:58 a.m - at ease

HB 305- UNEMPLOYMENT COVPENSATI ON BENEFI TS

VI CE CHAI R SEEKI NS announced HB 305 to be up for consideration.

REPRESENTATI VE TOM ANDERSON, sponsor of HB 305, explained that
the bill provides an 8.12% increase to the nmaxi num weekly
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unenpl oynent benefit anmount. This increase would be phased over
a three-year period and mnimzes the inpact to enployers,

enpl oyees and the U trust fund. He introduced the bill because
Al aska ranks 47th in the nation with a maxi num weekly benefit of
$248. Wth the <changes in the bill, Alaska wll r ank

approximately 28th in the nation. The fully increased naxinmm
benefit amount would be available to clainmants earning $34, 250
or nore per year. The full inpact of the increase in benefits
will not be reflected in enployer tax rates until 2010, which
was a concern in the House. Wen the cumulative inpact of the
costs is included in a tax rate calculation by 2010, the average
enpl oyer tax rate will increase by .17% and the average enpl oyee
tax rate will only increase by .04%

COM SSI ONER GREG O CLARAY, Departnent of Labor, pointed out
that the anmount of noney that goes into the state's econony per

year (for 2002) was nearly $127 nmillion in unenploynent
i nsurance checks. In the North Star Borough, $13,719,440 worth
of unenpl oynent checks were cashed in 2002. In the Anchorage

Mat-Su area, $55 million goes into the local econonmy. The
increase they are looking at only affects about 3.28% of those
that actually collect benefits within the state. He noted:

| think that's inportant for you to underscore because
you'll hear those who oppose this bill and this
I ncrease. .. because enpl oyers cannot st and this
increase. Believe nme, this is a conprom se piece of
| egi slation...

He said this bill noves the effective date to January 1 of each
year and that assists enployers in adjusting costs in terns of
their taxes. It will not have any effect in FY0O4 and the maxi num

it will cost per enployee in 2005 is $5 per year.
COW SSI ONER O CLARAY sai d:

W are mainly concerned about keeping our skilled
workers in Alaska and we're starting to |ose them
because they cannot afford to maintain their residency
in Alaska during the slowdown in work in the w nter
when they would draw their U benefits and they are
mgrating to other portions of the United States where
the cost of living is cheaper. That is a nmajor problem
for the construction industry because, if we are - and
this governor has indicated he wants to build sone
roads - and | support that - we're going to be seeing
sonme heavy construction. W need those craftsnen in-
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state - because the other concern our departnment has
is with respect to the amount of non-residents that
cone to Alaska that work in our high paying jobs in
the construction industry. Those dollars all go south
and so it's our goal in the departnent to increase the
anount of resident workers and to not only build, but
maintain our resident work force in Al aska. So, |
woul d encourage the conmttee to nove this bill

SENATOR FRENCH asked how they wll put off the increase of
benefit costs and keep them from being reflected in enployer tax
rates until 2010.

MR. PATRICK SHI ER, Chief, Enploynent Security Tax Division,
explained that the whole rating system is a |ook-back system
When rates are set for 2004, they | ook back at half of 2003 and
prior.

SENATOR FRENCH said this bill has a three-year phase in at 2003.
He thought the whole increase would be phased in by 2006 and
asked if it will use a four-year |ook-back period.

MR. SHI ER added that there is also a nechanism in the rating
system that depresses any called-for increase by wusing an
average of the prior three years. He surmsed, "So, the full
effect, yes, is not expected to be fully represented in the
rating process until 2010."

SENATOR FRENCH asked if this is the way nost U prograns are
adm ni stered in other states.

MR. SH ER replied that they are everywhere. He told nenbers:

For exanpl e, in 1985-87, we were having sone
difficulty here in the state of Alaska and enployer
rates did not go up until we had actually turned the

corner and begun to conme out of there because of this
statutory rating process that takes a three-year
aver age.

VI CE CHAIR SEEKINS asked where the noney cones from that cones
out in U benefits. He questioned, "Doesn't it come out of the
econony before it goes back into the econony?"

COMM SSI ONER O CLARAY replied yes and expl ai ned:
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Qobvi ously, 80% of the rate conmes out of the enployer’s
pocket and 20% of the U tax cones out of the
enpl oyee' s.

VI CE CHAI R SEEKI NS r esponded:

As an enployer, | tell you it all comes out of the
enpl oyee's pocket. It cones out of his pocket, because
if I wasn't paying it in, I'd be giving it to himnore
than likely. It would be negotiable for him It's his
noney.

He added that he thought the construction industry had been that
way historically in Alaska but is probably better now than it
ever was in the past because of new technol ogy. He pointed out
he has seen buildings being built in tents in Anchorage in the
wintertime. Wen he worked in construction, workers were laid
off in the wntertine.

COW SSI ONER O CLARAY responded that there have been good years
in construction and this |ooks |ike another good year. Wth
hi ghway construction, there could be even better years. He said:

The main inpact, though, 1is not necessarily on
construction trades. The service industry is one that
gets hit very heavily, especially in tourism because
of the seasonality of that type of work.

SENATOR STEVENS commented that Al aska would be ranked 28th in
2006, but that's assuming no other states change their
unenpl oynment rates.

MR. SHI ER explained the differences in the charts before the
commttee and said there would be sone novenent in the rankings.
It is not an absolute scale. He did not include dependents
al l owance in the cal cul ations.

VICE CHAIR SEEKINS asked if they are talking about famlies with
dependent s al | owance.

COWM SSI ONER O CLARAY responded that there is a dependent
al | omance of $24 per week per dependent with a maxi num of three
paid to clai mants.

MR. DON ETHERI DGE, AFL-Cl O, supported HB 305.
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VICE CHAIR SEEKINS said that years ago, an operator nade nore on
an Alaska job than elsewhere because they knew they weren't
going to have that enploynent in the wintertine. He asked if
that is still the case.

MR. ETHERIDGE replied that 1is still the case, but "It's
tightening up nore all the tine."

M5. PAM LABCLLE, President, Al aska State Chanber of Comrerce,
said this bill is a conpromse of another bill that was
i ntroduced and discussed two years ago. The Chanber supported
the first step then, of $24 and halfway with the second step (a
12% increase from what the bill is proposing now). Al nost a
third of the U paynents were at the maxi num anmount in 2001 and
nearly half included sone dependent allowance. Eleven percent of
claimants were paid the full dependent all owance.

M5. LABCOLLE rem nded the commttee that there was also a m ni num
wage increase |ast year and an increase in business |icense fees
that would inpact enployers as well. She said further that 16
states have a rule that if you' re unenployed during the tine of
your seasonal work, that's when you can collect benefits, but if
you are unenployed out of season for that seasonal work, you
can't receive benefits. She stated, "Alaska is very lenient in
that they pay unenploynent insurance benefits when the kind of
work you do isn't even avail able.”

She encouraged the conmittee to get a full picture of what the
full cost is both to the tax rated enployers and to the
rei nbursabl e enployers before they pass this |egislation. She
said it would imediately inpact the state's budget and thought
taking it half way would still have Al aska in the upper quarter
of the maxi mum weekly benefit amount conpared to other states.

VI CE CHAI R SEEKINS asked Commi ssioner O Claray about the fisca
impact of the change on the state treasury. One fiscal note
i ndi cat ed zer o, whi ch he t hought nmeant t he cost of
adm nistration of the program would not increase as a result of
a change in the rate.

COW SSI ONER O CLARAY said that was correct.

VICE CHAIR SEEKINS asked if there was an estimate of the inpact
a change woul d have on the treasury.

COM SSI ONER O CLARAY replied that the bill that didn't pass
| ast year or the year before had an increase on the first
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increment of $175,000 to the state for FY03. That was for half a
year. He explained, "If you follow that nunber, your increase
for 12 nmonths in 2004 woul d be under $300,000. He questioned the
correctness of Ms. LaBolle's figures for the Al aska Railroad.

He said he was trying to avoid getting into an argunment wth
advocates from the Chanber of Commerce, because in the 38 years
he had been comng before this legislature, he had never once
seen the Al aska State Chanber of Commerce agree to any increase
in benefits to workers.

VICE CHAIR SEEKINS asked Ms. LaBolle if the information fromthe
Al aska Railroad Corporation information was correct and said if
it is, then a fiscal note should reflect that.

COWMWM SSI ONER O CLARAY responded that is correct, but he also
knew of the ganme that is played with fiscal notes. He stuck by
t he nunbers he had just quoted.

V. BARBARA HUFF- TUCKNESS, Director, Legi sl ative and
Governnental Affairs for Teanmsters Local 959, said during the
|l ast 20 vyears, unenploynent insurance has actually increased
four tinmes. The last tinme was in 1997. She said:

| would Iike to reiterate on record that we are one of
three states that actually has enployees that do
contribute along with enployers to this particular
benefit program Additionally, | would also like to
reiterate that it is a partial wage reinbursement. It
does benefit those workers who are in the unfortunate
situation of being unenployed tenporarily - that they
can have a partial wage benefit that's going towards
covering those life necessities out there such as
shelter, utilities, food and clothing, which, of
course, does go back into the business community.

She said that sonetinmes workers don't plan to be unenpl oyed and
having a benefit designed to protect them during that tine is
sonmet hing she wanted the |egislature to support. For the record,
she was a participatory nenber of the quasi-task force that had
six neetings over the last two or three nonths prior to
introduction of this legislation and there is strong support
from AGC, VECO and others. She reiterated that this is a
conpromise bill and is not the one they wanted to see
i ntroduced, but they are supportive of it.
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MR. RON PECK, President, Alaska Travel Industry Association,
said the vast nmgjority of the businesses he represents are small
and have had a challenging |ast season. The prospects for next
year are not nuch better. He noted, "All sectors of our business
are in a state of decline." He said that |abor costs conprise a
significant portion of their business operations and they are
facing an increasing mninmm wage. These are very challenging
times for Alaskan tourism He thanked them for this opportunity
to speak.

VICE CHAIR SEEKINS said the last tine this legislation cane
through it had a fiscal note and this tine it doesn't. He
announced an at-ease to find out what the |eadership's intent
was.

9:40 to 9:56 a.m - at ease

VICE-CHAIR SEEKINS said that a fiscal note was needed and that
they would hold the bill in conmmttee until the comm ssioner
prepared it for them

TAPE 03-38, SIDE A

SENATOR FRENCH asked if this bill has a Senate Finance Committee
referral. He suggested in the interest of efficiency the
committee send the bill there to wait for the fiscal note.

VICE CHAIR SEEKINS said |eadership preferred that it stay in

this commttee. There being no further business to cone before
the conmttee, he adjourned the neeting at 10:00 a.m
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