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HOUSE BI LL NO. 475

"An Act describing contributions to the health reinbursenent
arrangenent plan for certain teachers and public enployees;
clarifying eligibility for nmenber shi p in t hat heal th
rei mbursenent arrangenment plan; relating to the 'adm nistrator’
of the Public Enployees’ Retirenment System of Alaska; and
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HOUSE BI LL NO. 45

“"An Act anmending the definition of the term 'lobbyist' in the
Regul ation of Lobbying Act; and providing for an effective
date. "

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 475

SHORT TITLE: PUB EMPLOYEE/ TEACHER RETI REM T/ SBS/ D. C.
SPONSOR(s): REPRESENTATI VE(s) SEATON
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02/ 13/ 06 (H) STA, FIN

03/ 07/ 06 (H) STA AT 8:00 AM CAPI TOL 106

03/ 07/ 06 (H) Heard & Hel d

03/ 07/ 06 (H) M NUTE( STA)

03/ 14/ 06 (H) STA AT 8:00 AM CAPI TOL 106
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SHORT TITLE: | N TIATIVE, REFERENDUM RECALL PETI TI ONS
SPONSOR(s) : REPRESENTATI VE(s) RAMRAS

02/ 08/ 06 (H READ THE FI RST Tl ME - REFERRALS
02/ 08/ 06 (H) STA, JUD, FIN

03/ 09/ 06 (H STA AT 8: 00 AM CAPI TOL 106

03/ 09/ 06 (H -- Meeting Cancel ed --
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03/ 14/ 06 (H STA AT 8: 00 AM CAPI TOL 106
W TNESS REG STER

KATI E SHOAS, St aff

to Representative Paul Seaton

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provided clarification regardi ng Concept ual
Amendnent 6 to HB 475, on behalf of Representative Seaton,
sponsor.

MELANI E M LLHORN, Director

Division of Retirenent & Benefits

Depart ment of Adm nistration

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the hearing on HB 475.

TRACI CARPENTER, Project Manager

Heal th Benefits Section

D vision of Retirenent & Benefits

Department of Adm nistration

Juneau, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HB 475.

JAMES VAN HORN, St aff

to Representative JimElkins

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Answered questions raised during the |ast
commttee hearing on HB 448, on behalf of Representative Elkins,
sponsor.

DUANE BANNCCK, Director

Di vi sion of Mdtor Vehicles

Department of Adm nistration

Anchor age, Al aska

PCOSI TI ON STATEMENT: Responded to questions during the hearing
on HB 448.

LOUS S. BANDI ROLA, State Deputy

Al aska Conti ngent

Kni ght s of Col unbus

Juneau, Al aska

POSI TI ON STATEMENT: Asked the commttee to consider including
t he Kni ghts of Colunbus in HB 448.
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JI' M POUND, St af f

to Representative Jay Ranras

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Ofered further details regarding HB 438,
on behal f of Representative Ranras, sponsor.

ANNETTE KREI TZER, Chief of Staff

O fice of the Lieutenant Governor

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the hearing on HB 438.

SARAH FELI X, Assistant Attorney Ceneral

Labor and State Affairs Section

Cvil Division (Juneau)

Depart ment of Law

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on HB 438.

VWH TNEY H. BREWSTER, Director

Central Ofice

Di vi sion of Elections

Juneau, Al aska

PCSI TI ON STATEMENT:  Addressed the fiscal inplications of the HB
438.

BROOKE M LES, Director

Al aska Public Ofices Conm ssion (APQC)

Depart ment of Adm nistration

Anchor age, Al aska

POSI TI ON STATEMENT: Tal ked about the fiscal inplications of HB
438.

HOPE L. CERMELJ

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of herself during the
heari ng on HB 438.

ACTI ON NARRATI VE

CHAIR PAUL SEATON called the House State Affairs Standing

Commttee neeting to order at 8:05:32 AM Represent ati ves
Gatto, Elkins, Gardner, and Seaton were present at the call to
order. Representati ves Lynn, Ranras, and Guenberg arrived as

the nmeeting was in progress.

HB 475- PUB EMPLOYEE & TEACHER RETI REMENT & SBS
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[ Cont ai ns di scussion of SB 141 and SB 293.]
8: 06: 53 AM

CHAI R SEATON announced that the first order of business was
HOUSE BILL NO 475, "An Act describing contributions to the
heal th rei nbursenment arrangenent plan for certain teachers and
public enployees; clarifying eligibility for nmenbership in that
health rei mbursenent ar r angenent pl an; relating to the
"adm nistrator' of the Public Enployees' Retirenment System of
Al aska; and providing for an effective date."

[Before the conmttee was the commttee substitute (CS) for HB
475, Version 24-1S1685\Y, Wayne, 3/1/06.]

[ CHAI R SEATON handed the gavel over to Vice Chair Gatto.]
8:07:17 AM

REPRESENTATI VE SEATON brought attention to a consolidated
sectional analysis for HB 475, which was included in the

committee packet. He rem nded the committee that during the
first hearing of the bill, there had been a review of the
original sectional analysis, in which many issues were repeated
for the various retirenent systens. The consolidated analysis

conbi nes those systens and provides clarity.
8:07:57 AM

CHAI R SEATON noved to adopt Conceptual Anmendnment 6, which read
as follows [original punctuation provided, but wth sone
formatti ng changed]:

Page 17, following line 15;:
I nsert new bill sections to read:

“*  Sec. 45. AS 39.35 is anended by adding new
sections to read:

Sec. 39. 35. 957. Desi gnati on of eligible
enpl oyees, agreenent to contribute, and anendnent of
participation. (a) A political subdivision or public
organi zation shall designate the departnents, groups,
or other «classifications of enployees eligible to
participate in the plan, and shall agree to nake
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contributions each year in the amounts required for
menbers of the plan under AS 39. 35. 750.

(b) If the enployer does not participate in the
defined benefit retirenent plan under AS 39.35.095-
39.35.680, an enployee who is eligible under (a) of
this section and who is a nenber of the defined
benefit retirenent plan under AS 39.35.095 — 39.35.680
shal | not accrue credited service or make
contributions under that plan, but shall be a nenber
of the defined contribution retirenment plan under AS
39. 35. 700- 39. 35. 990 and make contributions under that
pl an.

(c) An enployer my request to anend its
participation in the plan to add or excl ude
depart nments, gr oups, or other classifications of
enpl oyees by filing a resolution as provided by AS
39.35.950 or AS 39.35.955 with the adm nistrator.

Sec. 39. 35.958. Term nation of participation in

the plan. (a) A political subdivision or public
organi zation nmay request that its participation in the
pl an be term nated. The request nmay be nmade only

after adoption of a resolution by the |egislative body
of the political subdivision and approval of the
resolution by the person required by law to approve

the resolution, or, in the case of a public
organi zation, after adoption of a resolution by the
governing body of t hat public organization. A

certified copy of the resolution shall be filed with
the adm nistrator.

(b) If contributions are not transmtted to the

pl an Wi t hin t he prescri bed tinme [imt, t he
conmi ssioner of admnistration may grant an extension
and shall assess i nt erest on the outstanding

contributions at the rate established under AS
39.35.610. |If the political subdivision or public
organi zation is in default at the end of the
extension, participation in the plan is termnated,
and it shall be sent notice of term nation.

(c) Wien an enployer’s participation in the plan
is termnated, or when an enployer term nates coverage
of a departnment, group, or other «classification of
enpl oyees under AS 39.35.957(c), the admnistrator
shal | assess the enployer an anmount that the
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adm nistrator determnes is actuarially required to
fully fund the costs to the plan for enployees whose
coverage is termnated, including the cost of
providing the enployer’s share of retiree health
benefits wunder AS 39.35.880, occupational disability
and occupational death benefits under AS 39.35.890 and
39.35.892, and retirenent benefits elected under AS
39. 35.890(h) (2).

(d) An enpl oyee whose coverage under the plan is
termnated as a result of termnation of an enployer’s
participation under this section or anmendnment of the
enpl oyer’s agreenment under AS 39.35.957(c) shall be
considered fully vested in enployer contributions
under AS 39.35.790(b) and in the individual account
established for the enployee under AS 39.30.370. | f
the enployee is later enployed with a participating
enpl oyer, the enployee’'s nenbership service earned
under the plan during enploynent with a term nated
enpl oyer shall be credited for purposes of determ ning
vesting in enpl oyer contributions under AS
39. 35. 790( b) and eligibility for retirement and
medi cal benefits under this chapter and AS 39. 30. 300-
39. 35.495.”

8:09: 33 AM
VI CE CHAI R GATTO obj ected for discussion purposes.
8:09: 42 AM

CHAI R SEATON spoke to Conceptual Amendnent 6. He explai ned that
currently there are provisions in the defined benefit (DB)
retirement plan that allow enployers to opt out of the plan.
Conceptual Anmendnent 6 would bring the defined contribution (DC)
retirement plan in conformty, so that if an enployer decided to
opt out in the future, it could be done basically under the sane
conditions that enployers currently follow for the DB plan.

8:10: 47 AM

KATIE SHOAN5, Staff to Representative Paul Seaton, Al aska State
Legi sl ature, on behalf of Representative Seaton, sponsor, and in
response to remarks nade by Representative Gardner and
Representative  Seat on, clarified that, under Concept ua
Amendnent 6, a new enpl oyer can decide to opt into both a DC and
a DB plan, or just the DC plan. By opting into the DB plan, the
enpl oyer would be able to hire enployees already established in
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the DB plan and allow themto continue to accrue defined benefit
service. Alternatively, a new enployer could opt to participate
solely in the DC plan, in which case, an enployee wth previous
DB service would effectively start over as a DC enpl oyee and be
a menber of both plans, which would be treated as two separate
pl ans.

8:12:14 AM

REPRESENTATI VE GARDNER suggested it nay be difficult for people
who have been in the DB plan but are not yet vested in it to
| eave that plan in order to work for a new enployee who has
opted to only be in the DC pl an.

8:12: 44 AM

M5. SHOWS responded that's correct. She stated that it is the
decision of the enployer to decide whether or not to have that
flexibility in hiring [by offering both plans].

8:12:56 AM

M5. SHOW5, in response to Vice Chair Gatto, stated her
assunption that, under the Internal Revenue Service (IRS) code,
the enpl oyer could not offer one plan to one enployee and not to
anot her.

8:13. 09 AM

REPRESENTATI VE SEATON clarified that if a new enployer chose to
be solely in the DC plan, "it would be exactly as if soneone was
going to work for a private enployer or sonebody else that was
not a nmenber of PERS."

8:13:42 AM

VICE CHAIR GATTO renpoved his objection to Conceptual Amendnment
6.

8:14:29 AM

VICE CHAIR GATTO asked if there was any further objection to
Conceptual Amendnent 6. There being none, Conceptual Amendnment
6 was adopt ed.

8:14:48 AM
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REPRESENTATI VE GRUENBERG directed attention to Conceptual
Amendnent 7, which he explained is SB 293, with mnor technica
changes. He said the anmendnent would delay [the effective date
of SB 141] fromJuly 1, 2006, to July 1, 2008. He said [SB 141]
has had a |ot of unintended consequences. It is nore expensive
than the existing system for new enployees, the greater part of
the expense is shifted to future enployees, and the benefit risk
is shifted to enployees. He said that risk is significant,
because Al aska's governnent enpl oyees, unli ke governnent
enpl oyees el sewhere, are not generally eligible for a "social
security safety net." He stated, "The change from Tier 11l to
Tier IV wll do nothing to pare down the unfunded liability, and
the changes do not deal with the fundanental driver of (indisc.
-- coughing) costs and skyrocketing health care costs."

8:16: 34 AM

REPRESENTATI VE GRUENBERG noved to adopt Amendnent 7, which read
as follows [with some handwitten changes and formatting
changes]:

"An  Act relating to the teachers' and public
enpl oyees' retirement systenms and creating defined
contribution and health reinbursenent plans for
menbers of the teachers' retirenent system and the
public enployees' retirement system who are first
hired after July 1, 2008; providing for an effective
date by anending the effective date section of sec.
148, ch. 9, FSSLA 2005; and providing for an effective
date."

Add the following sections to the bill - insert in
appropri ate places

* Section 1. AS 14.25.009 is anended to read:
Sec. 14.25.009. Applicability of AS 14.25.009 -
14. 25. 220. The provisions of AS 14.25.009 - 14.25.220
apply only to nenbers first hired before July 1, 2008
[ 2006] .
* Sec. 2. AS 14.25.012(c) is anended to read:
(c) Enpl oyees first hired after June 30, 2008
[ 2006], are not eligible to participate in the plan
established in AS 14.25.009 - 14.25. 220.
* Sec. 3. AS 14.25.310 is anended to read:
Sec. 14.25.310. Applicability of AS 14.25.310 -
14.25.590. The provisions of AS 14.25.310 - 14.25.590
apply only to teachers who first beconme nenbers on or
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after July 1, 2008 [2006], or to menbers who transfer
into the defined contribution plan under AS 14.25.540.
* Sec. 4. AS 14.25.320(b) is anended to read:

(b) The defined contribution retirenent plan
includes a plan in which savings are accunulated in an
i ndi vi dual account for the exclusive benefit of the
menber or beneficiaries. The plan is established
effective July 1, 2008 [ 2006] , at which tine
contributions by enployers and nenbers begin.

* Sec. 5. AS 14.25.330(a) is anended to read:

Sec. 14.25.330. Menbership. (a) A teacher who
first becomes a nenber on or after July 1, 2008
[ 2006], shall participate in the plan as a nenber of
the defined contribution retirenment plan.

* Sec. 6. AS 39.30.300 is anended to read:

Sec. 39.30.300. State of Al aska Teachers' and
Publ i c Enpl oyees’ Retiree Heal t h Rei mbur senent
Arrangenment Plan established. The State of Al aska
Teachers' and Public Enpl oyees’ Retiree Health
Rei nbursenent Arrangenent Plan is established for
teachers who first beconme nenbers of the defined
contribution plan of the teachers' retirenent system
under AS 14.25.310 - 14.25.590 on or after July 1,
2008 [2006], and enployees of the state, political
subdi visions of the state, and public organizations of
the state who first becone nenbers of the defined
contribution plan of the public enployees' retirenent
system under AS 39.35.700 - 39.35.990 on or after
July 1, 2008 [2006].

* Sec. 7. AS 39.30.310(b) is anended to read:

(b) The plan becones effective July 1, 2008
[2006], at which time contributions by enployers
begi n.

* Sec. 8. AS 39.35.095 is anended to read:

Sec. 39.35.095. Applicability of AS 39.35.095 -
39.35.680. The following provisions of this chapter
apply only to nenbers first hired before July 1, 2008
[ 2006] : AS 39.35.095 - 39. 35. 680.

* Sec. 9. AS 39.35.700 is anended to read:

Sec. 39.35.700. Applicability of AS 39.35.700 -
39.35.990. The provisions of AS 39.35.700 - 39.35.990
apply only to nmenbers first hired on or after July 1
2008 [2006], or to nenbers who transfer into the
defined contribution plan under AS 39. 35. 940.

* Sec. 10. AS 39.35.710(b) is amended to read:

(b) The defined contribution retirement plan is

a plan in which savings are accunulated in an
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i ndi vi dual retirenment account for the exclusive
benefit of the nmenber or beneficiaries. The plan is
established effective July 1, 2008 [2006], at which
time contributions by enployers and nenbers begin.

* Sec. 11. AS 39.35.720 is anended to read:

Sec. 39. 35. 720. Menbership. An enployee who
beconmes a nenber on or after July 1, 2008 [2006],
shall participate in the plan set out in AS 39.35.700
- 39. 35. 990.

* Sec. 12. AS 39.35.750(c) is anended to read:

(c) Notwi thstanding (b) of this section, the
enpl oyer contribution for retiree nmjor nmedi cal
insurance for fiscal year 2009 [2007] shall be 1.75
percent of each nenber's conpensation from July 1 to
the foll owi ng June 30.

*Sec. 11. Section 148, ch. 9, FSSLA 2005, is anended
to read:

Sec. 148. Sections 2, 8, 35, 40, 46, 61, 69, 80,
82, 122, and 134 of this Act take effect July 1, 2008
[ 2006] .

* Sec. 13. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

CONDI TI ONAL RETROACTIMVITY. If secs. 1 - 13 of
this Act take effect after July 1, 2006, secs. 1 - 13
of this Act are retroactive to July 1, 2006

(These sections shall take effect imrediately under
AS 01.10.070(c).)

Change title as necessary
8:16: 51 AM
REPRESENTATI VE RAMRAS obj ected to Conceptual Amendnment 7.

VICE CHAIR GATTO said he wants to see a copy of SB
293/ Concept ual Anendnent 7.

[ The commttee noved to other business while waiting for copies
of SB 293 to be nade and distributed.]

8:17: 04 AM
REPRESENTATI VE GARDNER directed attention to the part of the
consol i dated sectional analysis addressing a change from 120

days - the required tinme in which a decision on an appeal nust
be issued - to 180 days. She asked if the original PERS and TRS
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Boards had 120 days and if [the Ofice of Admnistrative
Hearings (OQAH)] wants the 180 days.

8:17:37 AM

M5. SHOWN5 deferred to the Division of Retirenent & Benefits to
answer .

8:18: 40 AM

VICE CHAIR GATTO noted that the conmttee had just received a
copy of Conceptual Amendnent 7.

8:19: 09 AM

REPRESENTATI VE GRUENBERG sai d Conceptual Amendnent 7 is sinple;
it just conforns the |anguage in the appropriate places in HB
475, to change the date fromJuly 1, 2006, to July 1, [2008].
8.20:15 AM

REPRESENTATI VE RAMRAS nui nt ai ned hi s objection.

8:20:17 AM

REPRESENTATI VE SEATON suggested hearing from representatives
from the Division of Retirenent & Benefits regarding what they
think the inpact of the delay proposed by Conceptual Amendnent 7
woul d be.

8.21.:15 AM

REPRESENTATI VE  GRUENBERG remarked that the new Tier IV
retirement system is nore expensive for enployees than the old
system

8:21:49 AM

MELANIE M LLHORN, Director, Division of Retirenent & Benefits,
Department of Administration, said she doesn't agree wth

Representative G uenberg' s statenent. She said the nornal cost
for Tier 1l [in TRS] and Tier IV [in PERS] is |ess expensive
than the existing Tiers Il and 11l for TRS and PERS,
respectively. She said the DC retirenment plan provides a nore
predi ctable, stable enployer contribution rate. The portion
that is not a defined contribution plan is the nedical
conponent . Ms. M1l horn discussed rising health care costs and
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noted that many states do not offer nedical benefits to their
enpl oyees. She offered further statistics, and she concl uded
that [the DC plan] reduces the cost to the enployer and reduces
the volatility associated with defined benefit conmponents.

8:26: 35 AM

REPRESENTATI VE GRUENBERG cl arified that he wants to know if [the
new defined contribution plan] would be nore expensive to new
enpl oyees, and he said he thinks Ms. MIlhorn's remarks indicate
that she agrees it really would be. He continued:

VWen we look at the health care costs too, we can't
artificially separate out the health care costs,

because ... from the enployee's point of viewit's the
total cost. And you have said that these total costs
are going to be a certain anount. You've also said
t he enpl oyer section's going down. It just logically

follows then that the enployee portion is going to go
up, doesn't it?

8:27:29 AM
M5. M LLHORN offered information relating to contribution rates.
8:27:55 AM

REPRESENTATI VE GRUENBERG stated that he is not talking about
just the contribution rate, but rather the total cost, of which,
under the new DC plan, the state will pay |ess. He said M.
MIllhorn is talking about the contribution rate, not the anount
that the enployee will have to pay the doctor.

8:28: 26 AM

REPRESENTATI VE SEATON said he thinks Representative G uenberg
and Ms. MIlhorn are talking about two different issues. He
related that every tinme the state has changed from an existing
tier to a newtier, it could be said that those in the new tier

pay nore, because they receive |ess. However, he pointed out
that the new DC plan includes occupational death and disability
benefits that were not provided under the DB plan. He stated

that the plans are different and it is difficult to neasure what
enpl oyees get from one plan versus the other, because, for
exanple, it depends on how many enployees will qualify for the
benefits. He offered exanples. Chair Seaton said the
contribution cost to the enployer is easily assessable.
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8:30: 57 AM

REPRESENTATI VE GRUENBERG stated that he has been wunder the
m sinpression that the purpose of creating Tier IV was to cut
down the cost to the state. He added, "And if the total costs
remain the same, and the part the state pays goes |ess,
logically the part the enpl oyee pays nmust go up."

8:31:15 AM

VICE CHAIR GATTO said the wunfunded liability was not just
clinmbing in interest, but also in principle each year. Stopping
that trend, he said, is certainly a savings to the state.

REPRESENTATI VE GRUENBERG responded that the enployee would then
make up the difference.

VICE CHAIR GATTO said he would not agree that it would be the
entire difference.

8:31:42 AM

M5. MLLHORN said she does not believe that the cost to the
enpl oyee is increased. She said the enployee's contribution is
set in statute at 8 percent, and the enployer's contribution is
set in statute, as well. She expl ained that [the new DC plan]
will stop the growh of unfunded liability in the future "for a
system that has defined benefit elenents that are subject to
change over time, that can differ with experience."

8:32:55 AM

VICE CHAIR GATTO said one question is whether the new enpl oyee
who will not be contributing into a DB plan will cost the state
nore in the long run when he/she retires. He stated, "This says
the state will have to cough up sone nore noney in the short
run, because we don't have the new enployees contributing into
the plan; but we maintain the liability."

8:33:34 AM

REPRESENTATI VE GRUENBERG i ndicated that he is not particularly
di sagreeing with Vice Chair Gatto, but rather is espousing a
different view point. He nentioned the cost of |iving, which he
noted conmes from "the cash portion of the pension,” and the
i nsurance cost, which he said "would cone when the doctor is

HOUSE STA COW TTEE -14- March 14, 2006



pai d. He stated that whatever those costs are, they are
projected to increase - especially the health care costs. He
reasoned that, given one anount, if the state's portion of that
anount is reduced, then it stands to reason that the enpl oyees'
portions will increase.

8:34:25 AM

REPRESENTATI VE SEATON expl ai ned that Representative Guenberg's
estimation is not quite correct. He continued:

Seventy-five percent of the expense comng from
runaway health care is by people that have
retirement before the age of 65 - before Medicare
el i gi ble age. So, there is a difference in benefit
Those people - and they're not a vast mgjority - that
retire early, get that massive anount of benefit that
everyone pays for under the current plan. So, if you

are a Tier | enployee and you could retire at 55, you
woul d have all your health care paid for from that
point on, and solely by the system ... The current
plan, ... if you ve got 30 years, will pay 90 percent
of the ... nedical benefit, ... because Medicare picks
up a lot from that point forward. So, when you talk
about "to an enployee,"” there is no average enpl oyee.
Sonme enployees - those that retire early - get an

extrene benefit under the current plan because they
get all their nedical paid for by the system Those
people that work [until] they're 65 don't get that

benefit at all. In this plan, what happens is it
comes nmuch nore to everyone [who] qualifies for
benefits and shares equally. The nedical benefits

that are provided under the defined benefit plan are
far [ i nequi tabl y] distributed anong the people,

depending upon when they retire. So, there is a
definite realignnent that nakes these -- like the HRA

Everybody gets the HRA, based on the entire system
wi de average of ... wage base. So, everybody gets an
equal anount of health care dollars there, depending
upon their years of service.

So, what you have is a systemright now under DB which
is very ... weighted, and sone people get a whole |ot
of benefits, and sone people get nuch |ess benefit.
And that's the entire cost of the plan. Whereas the
new defined <contribution plan is very definitely
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i ndi vidually based and rmuch nore aligned with equality
for participants enjoying the benefits of their plan.

8:37:05 AM

REPRESENTATI VE OLSON asked Ms. M Il horn for a projection of how
many new enployees would "pick up under SB 293, wunder the
current system"

8:37:19 AM

M5. MLLHORN said there is a projection, based upon the last 12-
month fiscal year, which shows that there will be approximtely
4,400 new PERS and TRS nenbers. She added, "So, what this
effective delay would do is it would allow entry of another
approximate 8,800 nenbers, who would then therefore be entitled
to this very rich nedical benefit."

8:37:44 AM

REPRESENTATI VE OLSON asked Ms. MIllhorn if she knows what the
cost woul d be.

8:37:50 AM

M5. MLLHORN replied that the division has not yet analyzed the
cost .

8:38: 05 AM

REPRESENTATI VE GARDNER asked Ms. MIllhorn to describe the
difference in cost under the new and old systens for the nedica
i nsurance portion between retirenment and Medicaid eligibility.

8:38: 35 AM

M5. MLLHORN stated that currently, under PERS, the normal cost
that the enployer pays for the enployee nedical benefit is
approxi mately 8.68 percent, and under TRS it is approxinmately 9
percent. She conti nued:

Wen the tier redesign began a task force and ..

asked the enployers ... and ... enployees what's
really inportant ..., enployers and enployees said
it's very inportant to have that nedical benefit.
Wen you actually start analyzing the cost for that
nmedi cal benefit, you have to redesign it in a way that
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you preserved the benefit to the enployees and to the
enpl oyers who have to recruit and retain a workforce.
So, this redesign was studied extensively, it was
reviewed, [and] the conponents within it are ... on
t he | eadi ng edge of | ooking at that redesign.

| appreciate the conmments from Representative Seaton

al so, because before, under Tier |, for exanple, you
had a deferred, vested nenber - nost of those parties
right now that are retiring are Tier | - you could

have five years of vested service, you could go work
for another enployer, and then once you're eligible,
you can start drawing that pension and nedica
benefit. So, by redesigning this plan that costs
shares with the enployee, you ... inject consuner-
driven health <care into your health plan where
enpl oyees value decisions that they have to nake.
They have these dollars set aside to make these
nmedi cal decisions and it provides a redesign of that
benefit that is very, very beneficial to both the
enpl oyer and the enpl oyee.

8:41: 04 AM
REPRESENTATI VE GARDNER r esponded

During that period when the enployer's percentage

drops ... from 8.68 to 1.75 percent, doesn't the
former enployee - who is now retired but doesn't yet
qualify for [Medicare] - ... pick up a significant
portion? And it cones out of the HRA account or a set
aside until that's gone, and then there's another big
hit. As | recall, last year there was sone debate

about if paynents were mssed and they didn't bring it
current in a given tinmefrane, they would then |ose
access in the future to nedical coverage.

REPRESENTATI VE GARDNER, in response to a request from M.
MIlhorn, clarified that she wants a conparison between the DB
and DC nenbers "for that period between retirenent from the
systemas a fully vested nenber and access to [Medicare]."

8:43:06 AM
M5. MLLHORN stated that the nornmal retirenent age for enpl oyees

under the existing DB benefit plan is 55, at which point those
enpl oyees who have nmet the nenbership service and vesting
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requirenents would be able to receive a pension and nedical
benefit for thenselves and for their eligible dependents. At
age 65, that benefit "coordinates with Medicare.”" Under the DC
benefit plan, enployees who have a service eligibility of 30
years and are 55 years of age would be eligible for their health
rei nbursenent arrangenent in order to pay the premuns [for
health care] wuntil age 65. In response to a question from
Representative Gardner, she said the health reinbursenent
arrangenent is not a contribution account that the enployee
makes any contributions to at all; it is an enployer
contribution that is made on behalf of the enployee into the
account to pay for nedical expenses.

8:45: 07 AM

REPRESENTATI VE GARDNER recalled from testinony |ast year that
there is a potential that that noney can run out and the
enpl oyee woul d not have the funds from that account or el sewhere
to keep current with his/her nedical coverage. She descri bed
that tinme as occurring between when an enployee has access to
"funds for maintaining coverage" and when he/she has access to
Medi care, and indicated that "that's where there's an additional
for the ... enployee.”

8:45:45 AM

CHAI R SEATON confirmed that that's what he was talking about:
"this unequal benefit by enployees.”" He said the original Tier
| was too expensive for the state to naintain, so a new tier was
created. He continued:

But those people still have this very - if they take
advantage of that - this very unequal benefit. You
know, it could be a couple hundred thousand dollars a
year if you started ... late and m ssed service, cane
back under Tier |, and then went forward and retired
early at 55. Now, if you work to 65 it doesn't make
any difference. If you continue to work so that
you're not accepting that benefit, then you have your
regular active nedical plan ..., and then you get
Medi care and you get the ... retirenent benefit.

But Tier Ill is different than Tier |: you don't have

the same retirenent age, because we found that those
were very unequal Dbenefits that were provided for
different enployees and it couldn't be afforded. And
we're looking at the same thing in Tier 1V we're
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| ooking at benefits that ... vastly cost the system
per individuals if they want to choose to retire as
early as possible and take those paynents from the
system versus the mmjority of the nenbers in the
system

And so, you again have to come back into the basic
phil osophy ... [that] a DC plan equalized benefits
anong people, instead of saying, "Okay, we're going to
throw out a very rich benefit for a certain select
group of people in our retiree population.” oo If
you only want to consider the cost of sonebody who
makes the selection that costs the system the nost

you'll find that that's the case. If you take the
person that retires at 65, then those differences
don't really exist. So, that's what you have to | ook
at, as well.

8:48: 13 AM

REPRESENTATI VE GRUENBERG directed attention to a letter dated
Jan 7, 2006, to Senator Elton from Gail Schubert, Chair, Al aska
Retirement Managenent (ARM Board, [included in the commttee
packet] . He highlighted information from charts on the first
and second pages of the letter, which shows that the nornal
costs to enployers will drop when changing to a DC pl an, whereas
the normal cost for enployees will rise.

8:50: 01 AM

M5. M LLHORN said she does not dispute the facts and figures in
the letter. She relayed that the new DC plan does have nenbers
paying 8 percent and sets out what the enployer contribution
rate is going to be. She said it was observed that the existing

DB plans did not appear to equally share costs. The entire
normal cost rate is over 20 percent and the enployer pays the
bi gger portion of it. The enployer is also left with a lack of

predictability regarding ever-increasing costs that wmy be
different from assunptions. Based on those facts, Ms. MIIlhorn
said, the enployer bears all of the risk for the plan. She said
the DC plan would be nore equal in ternms of the enployer cost in
relation to the enpl oyee cost. She said nmenbers in focus groups
were surveyed in 2004, and some said they would be willing to
pay nore for their valuable benefits, but statute prohibits them
from doi ng so.

8:52: 00 AM
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REPRESENTATI VE GRUENBERG i ndi cated that he doesn't want to keep

beating "this horse."

8:52:19 AM

VICE CHAIR GATTO observed that the aforenentioned Iletter
indicates a .5 percent increase in cost. He asked, "And the
short answer is balanced by ... the equity, or balanced by the
| ong-termunfunded liability, or is that reasonabl e?"

8:52:29 AM

MS. M LLHORN answered yes.

8:52:

36 AM

CHAI R SEATON prof f ered:

These are the normal costs; these don't include the
past service cost, of course, which is associated with
Tier Il [and] Tier 111, under [the] defined benefit
pl an. | would bring everybody's attention to how
close these are, and that the defined contribution
pl an has very high benefits conpared to other defined
contribution plans that have been done around the
nation. And we did this very specifically, because we
said that enployers could pay [this] kind or [anount],
and enpl oyees coul d nmake t hese [ ki nds] of
distributions and continue hiring enployees, not
having to cut their workforce, not having to |ay
peopl e of f because of the high benefit cost. And so

what this does is give security for people going

forward, but it's a very ... high cost, and that cost
is actuarially determned so that those benefits are
quite simlar, although they're different. So, |

woul d just speak against [Anendnent 7], because what
we're going to do is continue a systemthat's going to
i ncrease past service cost liability.

09 AM

8: 54:

REPRESENTATI VE GRUENBERG said he would like to call a question
on Anendnent 7.

20 AM

8: 54:

HOUSE STA COW TTEE - 20- March 14, 2006



VICE CHAIR GATTO stated his intention to wait until commttee
menbers who recently vacated the room returned. [ Arendrent 7
was set aside. ]

8:54:32 AM

REPRESENTATI VE GRUENBERG noved to adopt Amendnent 8 to Version
Y, as follows:

On page 8, line 21:
Bet ween "adm ni strator” and "the appeal "
Del ete "receives"

| nsert "takes"

After "the appeal "
| nsert "under advi senent”

REPRESENTATI VE GRUENBERG said a court does not receive an

appeal ; it "takes the appeal under advi senent.™
8:55:38 AM
REPRESENTATI VE = SEATON  obj ected to  Anendnent 8. For

clarification, he referred to the entire sentence to which
Amendrent 8 applies [beginning on page 8, line 19], which read
as foll ows:

The final decision under AS 44.64 is delegated to the
adm nistrative law judge and shall issue within 180
days after the date the admnistrator receives the
appeal, unless the admnistrative |aw judge and all
parties agree to another tine.

8:55: 52 AM

REPRESENTATI VE GRUENBERG r esponded, "I stand corrected.”

CHAI R SEATON wi t hdrew hi s obj ecti on.

REPRESENTATI VE GRUENBERG opined that is wunusual to require a
judge to issue an opinion within a certain anount of tinme of the

appeal being filed. He said there are statutes that don't allow
the judge to get paid until he/she has issued a decision within

six nmonths, "but it's wthin six nonths after the case is
submitted to the judge for the decision - after they take the
case under advisenent." He asked Ms. Carpenter why the division
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chose the date from which the admi nistrator receives the appea
rather than the date the judge takes the appeal under
advi senment .

8:57: 00 AM

TRACI CARPENTER, Project Manager, Health Benefits Section
Division of Retirenment & Benefits, Departnent of Adm nistration,
said Representative G uenberg brings up an excellent point. She
expl ai ned that the |anguage in question was nodeled on current
Ofice of Admnistration Hearings' statute, wth some slight
variation. The current statute requires that the administrative
law judge shall prepare a decision within the agency having
recei ved the appeal .

8:57: 38 AM

REPRESENTATI VE GRUENBERG wi t hdrew Anmendnent 8. He comented
that that is unusual, but he doesn't want to change existing
I aw.

8:58:10 AM

VI CE CHAI R GATTO brought Anendnment 7 back before the conmttee.

REPRESENTATI VE CGRUENBERG said he wants Representative ElKkins
present for the vote on Amendnent 7.

The comm ttee took an at-ease from8:59:17 AMto 8:59: 30 AM

8:59:42 AM

REPRESENTATI VE RAMRAS nuai nt ai ned his objection to Arendnent 7.

A roll call vote was taken. Representatives Gardner, G uenberg,
and Lynn voted in favor of Amendnent 7. Representatives Ranras,
Gatto, Elkins, and Seaton voted against it. Ther ef or e,
Amendnent 7 failed by a vote of 3-4.

9: 00: 46 AM

VI CE CHAI R GATTO cl osed public testinony.

9:01: 25 AM

REPRESENTATI VE SEATON noved to report CSHB 475, Version 24-
LS1685\Y, Wayne, 3/1/06, as anended, out of commttee wth
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i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 475 (STA) was reported out of the
House State Affairs Standing Conmtt ee.

[ VICE CHAI R GATTO handed the gavel back to Chair Seaton.]

HB 448- L1 CENSE PLATES FOR MASONS

9:02: 18 AM

CHAI R SEATON announced that the next order of business was HOUSE
BILL NO 448, "An Act relating to special license plates for the
Free and Accepted Masons."

9:02: 33 AM

JAMES VAN HORN, Staff to Representative Jim Elkins, Al aska State
Legi sl ature, answered questions raised during the last comittee
hearing on HB 448, on behalf of Representative Elkins, sponsor

Regardi ng Representative Lynn's previous suggestion that the
Kni ghts of Col unbus be included, he remarked that the title of

the bill would have to be changed. He noted that the bill was
originally called, "An act relating to special |icense plates
for benevolent associations"”, but after talking to [Duane

Bannock], the director of the [Dvision] of Mtor Vehicles, the
title was changed to its present form M. Van Horn said the

term "benevol ent associations” is found only in the insurance
section of Alaska Statutes, and says a new benevol ent
association may not be fornmed in Al aska after 1966. He
i ndicated that he was infornmed by the Division of Mtor Vehicles
that the set-up cost of making a special license plate is about
$300.

9: 06: 08 AM

REPRESENTATI VE GARDNER asked for a description of "free and
accepted Mason."

MR. VAN HORN deferred to Representative Elkins, whom he said is
a Mason.

9: 06: 33 AM
REPRESENTATI VE ELKINS said he is not certain what the definition
woul d be for "free and accepted.” Notw thstanding that he noted

that the organization is the oldest one of its kind in the
world, and it does not discrimnate by religion. He shared
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“It's nore of a way of life in what you practice when you're a
Mason; it's a very ritualistic |lodge within the | odge."

9:07:25 AM

REPRESENTATI VE LYNN noted that George Washington was a Mason

He said the Masons and the Knights of Colunbus do nuch the sane
things. He listed the principals of the Knights of Colunbus as:
charity, wunity, fraternity, and patriotism He stated his
intention to eventually offer an anendnent to add the Knights of
Col unbus to the bill.

9:08: 46 AM

REPRESENTATI VE ELKINS, in response to a question from Chair
Seaton, said he would have no objection to such an anendnent,
but questioned if the commttee would like to consider adding
ot her fraternal organi zations.

9:09:12 AM

REPRESENTATI VE GRUENBERG asked M. Van Horn to distribute a copy
of the commttee substitute he had nentioned previously. He
said he understands why Representative Lynn would like to
i nclude the Knights of Colunbus. He indicated concern that by
using the term "benevolent organization," some organizations
that are not so benevolent may try to be included, for exanple,
the Ku Kl ux Kl an.

9:10: 21 AM

REPRESENTATI VE LYNN recollected that M. Van Horn had told him
that sonme states have watchdog agencies that have the power to
decl i ne applications.

9:10: 53 AM

MR. VAN HORN clarified that Representative Elkins' office had
done sone research regarding the Departnent of Licensing in the
State of Washington, and found that that departnment has 41
special license plates and has a special |icense plate review
board, broken up into categories. He deferred to M. Bannock
for further response on the issue. He noted that Version F is
actually the original form of the bill, and he reiterated that
statute does not recognize any benevol ent organizations forned
after July 1, 1966. M. Van Horn stated, "So, hopefully the
Kni ghts of Col unbus were recognized by the state prior to 1966
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as, for exanple, the El ks, the Myose, and organizations such as
that.” In response to a question from Representative G uenberg,
he said he does not have a |ist of those organizations.

9:12:49 AM

REPRESENTATI VE GATTO said he shares Representative Guenberg's
concern regarding the "benevol ent organization"” definition. He
explained that there could be some organizations that forned
before 1966, but changed their focus since then to sonething
| ess good. He stated, "I really feel good about having each
i ndi vi dual organi zation cone before a body of legislators, and
"' m not happy about opening it up to whatever the definition of
benevol ent association is."

9:14:19 AM
CHAI R SEATON opened public testinony.
9:14: 37 AM

DUANE BANNOCK, Director, D vision of Mtor Vehicles, Departnent
of Administration, in response to a question from Chair Seaton
stated that he has recommended creating a subsection in "this
chapter” for each individual |icense plate. Regar di ng previous
comment that other states have sonme sort of body that nmakes the
determ nation regarding |icense plates, he suggested that the
Al aska State Legislature is that body. A nore "Dbl anket™
approach, he said, would arguably take that authority away from
the legislature and return it to bureaucrats. Currently, the
| egislature has the authority to approve or disapprove al
pl ates before the Division of Mtor Vehicles produces and issues
them which M. Bannock opined is a good process.

9:15:46 AM

CHAIR SEATON asked M. Bannock to clarify who pays the
previously nmentioned $300 set-up fee.

9:16: 04 AM

MR. BANNOCCK expl ained that although he included that anount in
the bill analysis for informational purposes, traditionally the
DW has paid that fee. He stated, "To be consistent, we have

never charged the individual organization for them?"

9:16: 40 AM
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MR. BANNOCK, in response to a question from Representative
Ranras, inforned the commttee that the Advanced Business
Partners (ABPs) [who are qualified to do work related to
licensing and registration] often stock some of the special
license pl ates.

9:17: 04 AM

REPRESENTATI VE GRUENBERG referred to the aforenentioned statute
regarding benevolent association, and he asked, "Does the
Division of Mtor Vehicles have any experience in determning
what are the relevant benevol ent associations, et cetera, for
t he i ssuance of license plates?"

9:18: 28 AM

MR. BANNOCK replied, "In the last three years | can say zero
experience in that field."

9:18: 37 AM

CHAI R SEATON rem nded the commttee that it does not have before
it a working draft addressing benevol ent [associations], thus
he asked the commttee to focus on [the original bill version].

9:19:12 AM

LOUS S. BANDI ROLA, State Deputy, Al aska Contingent, Knights of
Col unbus, asked the committee to consider including the Knights
of Colunbus in HB 448. He said the organization has existed for
over 150 years, is spread throughout nost of the Americas and
currently noving into parts of Europe, and has over 1.75 mllion
menbers worl dwi de. He spoke about the principals of the Knights

of Col unbus, previously listed by Representative Lynn,
characterizing them as key goals. In Al aska, he noted, the
Kni ghts of Colunbus have just over 1,600 nenbers; its first
council net in 1914 in Juneau. He noted that the Al aska

contingent did not receive statewde status "as a unit of its
own" until 1994. However, based on the work that the Knights of
Col unmbus have done in the past and hope to continue to do in the
future, M. Bandirola restated his hope that the organization
will be offered simlar recognition in HB 488.

9:21:17 AM
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REPRESENTATI VE CGRUENBERG asked M. Bannock to explain the
significance of the last sentence in Version G which read as
fol |l ows:

The depart nent may di sapprove the issuance of
registration plates under this subsection when the
requested plates are a duplication of an existing
regi stration

9:22: 02 AM

MR. BANNOCK said that is standard |anguage, the purpose of which
is to clear up any confusion "from a custoner point of view"
He of fered an exanpl e.

9:23:10 AM

CHAI R SEATON, after ascertaining that there was no one else to
testify, closed public testinony.

9:23: 20 AM

REPRESENTATI VE LYNN noved to adopt [Conceptual] Amendnment 1, to
add the Knights of Colunbus to HB 448, wth an appropriate
change of title.

REPRESENTATI VE LYNN declared a conflict of interest; he reveal ed
that he is a "fourth degree Kni ght of Col unbus.™

CHAI R SEATON asked if there was any objection [to Conceptua
Amendnent 1].

9: 23: 44 AM

REPRESENTATI VE ELKINS said he would accept [Conceptual Amendnent
1].

9:23: 55 AM

CHAI R SEATON announced that there being no objection, Conceptual
Amendnent 1 was adopt ed.

CHAI R SEATON asked M. Bannock if the addition of the Knights of
Col unbus shoul d be made in a separate subsection (y).

MR. BANNOCK answered yes.
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9:25:26 AM

CHAI R SEATON, in response to a question by Representative Gatto,
explained that he had just clarified with M. Bannock that by
putting the Knights of Colunbus reference as a separate
paragraph, the license plate itself would be separate from the
design for the Free and Accepted Masons.

MR,  BANNOCK concurred with Chair Seaton's explanation. He
stated, "Wiat we would have is one bill that addresses two
distinctly different Iicense plates."”

9:26: 06 AM

REPRESENTATI VE LYNN noved to report HB 448, as anended, out of
conmmttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 448(STA) was
reported out of the House State Affairs Standing Conmttee.

HB 438-1 NI TI ATI VE, REFERENDUM RECALL PETI Tl ONS

9:27: 08 AM

CHAI R SEATON announced that the next order of business was HOUSE
BILL NO 438, "An Act relating to initiative, referendum and
recall petitions; and providing for an effective date."

[ Al though it was never adopted, the conmttee substitute to
which the conmmttee referred throughout this hearing was
commttee substitute (CS) for HB 438, Version 24-LS1344\X,
Kurtz, 2/22/06, included in the commttee packet.]

9:27:18 AM

REPRESENTATI VE RAMRAS introduced HB 438 as sponsor. He said he
| earned recently that there is "a certain |ooseness” to the
processes related to initiative, ref erendum and recal
petitions.

9:29: 00 AM

JIM POUND, Staff to Representative Jay Ranras, Alaska State
Legislature, offered further details regarding HB 438, on behalf

of Representative Ranras, sponsor. He described the proposed
bill as a "tweaking”" of House Bill 31 - legislation that was
passed in 2004. He stated, "The process is broken down

primarily between petitions and recalls, but it deals in
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generalities between the two, as well." Al though it is a |law
that those collecting signatures nust be residents of the state,
there have been cases where nonresidents have cone up to work on
petitions during particular "drives." M. Pound said there is
| anguage in [Version X] that would allow the signature gatherer
up to $15 a day for food if he/she travels nore than 100 mles
from hone. He explained that quite often, individuals from one
of the urban centers travel to outlying regions.

MR. POUND stated that HB 438 would require each "commttee" to
receive training related to the rules of circulating a petition
or recall. Presently that is not a requirenent. There woul d
also be a requirenent that [the sponsors] instruct the
circulators as to what the rules are.

MR. POUND indicated that when signature collectors travel to
rural areas, they sonetinmes have no idea whether or not the
district they are in is "qualified"; therefore, the collectors
“run blind" until they turn in the petition books. He said HB
438 would allow the petition gatherers or the committee to
submit up to 2,000 signatures to the Division of Elections prior

to the actual turning in of +the petition. He expl ai ned,
"There's a $1-dollar fee that covers expenses for the division

but it will also allow the petition gatherers ... to ... have a
read on ... the nunber of signatures and the percentages that

they are receiving on an average."
9:31:49 AM

MR. POUND i ndicated [one of the provisions in Version X is] that
an individual may not start a recall effort if a public officia
is within 270 days of the termis end. He offered an exanpl e of
"terms end." He said the proposed |egislation would change the
formula for the recall petition from 10 to 20 percent. He
enphasi zed that the issue of recall is a serious one and should
only be approached when there is strong support. He posited
that the current requirenent to obtain signatures of 10 percent
of those who voted in the previous election within a district
does not represent strong support, ultinmately costs the state
nmoney, and inflicts unnecessary hardship on the public official.
M. Pound said when a person seeks a recall, he/she nust nake
charges against the public official. Regardi ng those charges,
[ he paraphrased proposed |anguage in Version X, which read as
foll ows]:

(5) a certification by each nenber of the
recall commttee, under penalty of perjury, that the
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facts alleged in the application are true to the best
of the nmenber's know edge.

MR. POUND noted that there is no current definition of "norma
use" and "recall efforts,” and he indicated that the sponsor has

attenpted to supply those definitions. He said the proposed
| egislation further defines the petition and recall process,
which will result in a better and "cleaner" public process. He

urged the commttee to support the bill.
9:33:43 AM
MR POUND, in response to a question from Representative

Gruenberg, said there are sone |egal opinions regarding HB 438
that he has not yet had an opportunity to review.

9:33: 50 AM

REPRESENTATI VE GRUENBERG said he would like to view them He
referred to [the |anguage on page 4, lines 8-10, which read as
foll ows]:

Sec. 15.45.490. Tine of filing application. An
application may not be filed during the first 120 days
or the last 270 days of the term of office of any
state public official subject to recall.

REPRESENTATI VE GRUENBERG said he wonders if the addition of "270
days" may be unconstitutional, because under Article 11, Section
8 of the constitution, all public officials of the state, except
judicial offices, are subject to recall. He said, "This would
carve out a class of people who are not subject to recall within
the last three-quarters of the year of their term

9:34: 46 AM

REPRESENTATI VE RAMRAS said, "I believe that presently in statute
it's 180 days, so all we're doing is adjusting the current
statute. So, the current statute would have to also be
unconstitutional. But it's just a tweak, so it nay or not be
the case, and | think a lot of this is subject to the

Buckl ey case ...."
9:35:10 AM

CHAI R SEATON renarked, "Representative Ranras, the citation in
the bill, here, does not show a deletion of those terns."
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9:35:14 AM

REPRESENTATI VE GRUENBERG cl ari fi ed:

... No, what he is saying is on line 9: "may not be
filed within the first 120 days". And logically I
woul d have to agree that if that - the last 270 - is
unconstitutional, then probably the first 120 days

m ght al so be subject to the sane challenge ....
9: 35: 34 AM

MR. POUND noted that the review he received from Legislative
Legal and Research Services does not address that issue.

9:35: 57 AM

REPRESENTATI VE GARDNER asked how many successful recall efforts
have been made in Alaska and how many recall petitions have
actually made it to the ballot.

9:36: 01 AM

VR. POUND said he doesn' t know the exact nunber.
Not wi t hstanding that, he related that in nost of the cases where
there has been a recall, the individual in question has
resi gned. In response to Representative Gardner's request that
he find out the answer, [M. Pound nodded].

9:36: 27 AM

CHAIR SEATON noted that in Sections 5-8 of Version X "270"
replaces "[180]", but Section 2 - referred to by Representative
G uenberg - is also anended to "270 days", but from "120", not
"180". He suggested that there may be sone di screpancy in play.
He asked M. Pound to check with Legislative Legal and Research
Services to find out if that was an om ssion.

9:37:22 AM

REPRESENTATI VE LYNN directed attention to page 1, [line 12,
t hrough page 2, line 1, of Version X], which read as foll ows:

Sec. 15.45.003. Circulation; prohibition.
(a) A petition nmy be circulated only in person
t hroughout the estate. However, in the case of a
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petition to recall a nmenber of the state |egislature,
a petition my be circulated only in person in the
senate or house district represented by the official
sought to be recall ed.

REPRESENTATI VE LYNN asked if that neans, for exanple, that [the
circulator] could not gather signatures in a supernarket across
the street if it was out of his/her district.

9:38: 31 AM

MR. POUND answered that for recalls, everyone who signs the
petition has to be a nenber of the district in which the public
official being recalled resides. He added, "So, going outside
of the district would probably be considered a violation."

REPRESENTATI VE LYNN asked, "If you got the signature outside the
district, but the person lived within the district, would that
be accept abl e?"

MR. POUND responded, "As | understand the change - no, it would
not."

9: 38: 56 AM

CHAI R SEATON clarified that the bottom of page 1 to top of page
2 [in Version X] is what is being discussed.

CHAI R SEATON, in response to a query from Representative Ranras,
clarified that the questions from Representative Lynn have to do
only with recalls, not with initiatives or referenduns.

REPRESENTATI VE GRUENBERG said he thinks Representative Lynn has
made a good point; it shouldn't make any difference where the
signature is obtained, only that the person who signs the
petition is a registered voter in the district in which the
person being recall ed resides.

9: 39: 48 AM

REPRESENTATI VE RAMRAS responded that his intent was not to draw
boundari es as previously described by Representative Lynn.

9:40: 29 AM

CHAI R SEATON stated that HB 438 is a conplicated bill, and he
said the commttee would certainly work on it for awhile.
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9:41: 22 AM

MR POUND, in response to a question from Representative
Gruenberg, stated that the person who signs the petition nust be
a registered voter.

9:41: 34 AM

ANNETTE KREI TZER, Chief of Staff, Ofice of the Lieutenant
Governor, revealed that Lieutenant Governor Loren Lenman has
spoken with the sponsor of the bill and has "encouraged us
strongly to work with the sponsor and help him acconplish the
goals that he's set out to do here.” She stated that the
sponsor has said that he would like to have "this discussion on
the record.” Ms. Kreitzer recommended that the nost efficient
manner to study a bill is to deconstruct it first, and then
reconstruct it - to not build understanding of the bill on
assunptions, but rather on the sponsor's explanation of his/her
i ntent. She referred to a list of questions fromthe Ofice of
the Lieutenant Governor [included in the conmttee packet], and
she explained that they were formed to illicit the sponsor's
intent, not to be adversarial.

9:43: 01 AM

M5. KREITZER, in response to a request for clarification from
Chair Seaton, she said the aforenentioned l|list shows materials
subnmitted by Whitney Brewster, addressed to Ms. Pierson.

M5. KREI TZER said she examned the bill in terns of issues. One
of the first issues, she noted, is the qualification of a
circulator, to include the definition of "not registered to vote
in any other state." She said, "W do believe that this is not
consistent with the Buckley decision.” She said the Ofice of
t he Lieutenant Governor does not think there is a constitutional
issue regarding the mandatory training of sponsors, but has
recoomended that the sponsor "separately and independently
verify that." In the recent past, the [D vision of Elections]
has been asked to grant waivers for people who have gone through
the training in the past and don't feel the need to repeat it.
If the bill mnmakes training mandatory, there will be no nore
wai vers.

REPRESENTATI VE GRUENBERG said it seens |like a good idea to allow

[the division] the discretion of a waiver. He asked if M.
Kreitzer sees any benefit in disallow ng the waiver.
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M5. KREI TZER said the sponsor and the director of the division

would nmost likely Iike to weigh in on the subject. She not ed
that some people who have asked for and received the waiver
still had "sonme problens" that could have been avoided had they

under gone the training again.

M5. KREITZER cited another issue of the bill is in regard to
"the certification that a circulator has not received nore than
$15 to cover neals." She said there are sonme sections in the

bill that would best be addressed by the Al aska Public Ofices
Comm ssion (APCC), and she noted that the director of APCC woul d
be available to testify.

9:45: 54 AM

M5. KREITZER, regarding the enforcenent of infractions of
el ection law, suggested that the comittee hear from the
Crimnal Division of the Departnent of Law, regarding how it
currently handles conplaints related to those infractions. She
suggested APOC address the issue of who enforces and collects
civil fines. She nentioned an advance verification of
signatures requirenent, which M. Pound had noted was being paid
for with $1 per signature fee. However, Ms. Kreitzer said, "As
you all know, [if] that fee goes into the general fund, we would
still have to reflect an increased cost to the Division of
El ections to inplenent this section.”

M5. KREI TZER, regarding the proposed raised thresholds related
to recalls, indicated that the decision to adopt them would be a
policy call of the legislature. She nentioned a requirenent for
certification that facts in the recall application are true.
She added, "It is an interesting application of recall |aw that
these facts don't necessarily have to be true, and it's a very
important point." She offered to provide additional material on
t he subj ect.

9:47: 23 AM

REPRESENTATI VE LYNN questioned how sonething can be a fact if
it's not true.

9:47:39 AM
REPRESENTATI VE GRUENBERG said he wuld Ilike to see that

mat eri al . Referring to the issue of raising the 10 percent to
the 20 percent, he noted that in the field of taxation, there is
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a distinction between a tax that is regulatory in nature and one

that is called, "confiscatory" and has a "chilling fact on the
activity." He said he thinks it would be unconstitutional to
require that 100 percent of people in the district sign the
petition; it would have "a chilling effect on the ability to
exercise that activity." He questioned whether doubling the
requirenent for signatures would have an "unconstitutional
chilling effect on the protected constitutional activity."
9:49: 22 AM

REPRESENTATI VE RAMRAS countered, "Wat if it's too easy? Wat
if 10 percent is too low of a bar and it's easier to 'un-elect’
sonebody than it is for a person to get el ected?"

9:49: 59 AM
CHAI R SEATON clarified the issue as foll ows:

W're talking about a |egal question of saying, "At
what point of raising the anmount do we get to a |ega
guestion of inhibiting - probably unconstitutionally -
the ability to recall?"

CHAI R SEATON said it may be a good idea to get a |egal opinion
in witing.

REPRESENTATI VE GRUENBERG asked M. Pound if this issue is
witten in the | egal opinion he spoke of previously.

9:50: 28 AM

MR. POUND answered no.

9:50: 53 AM

SARAH FELI X, Assistant Attorney General, Labor and State Affairs
Section, Cvil Dvision (Juneau), Departnment of Law, concurred
with Chair Seaton that the aforenentioned issue of raising the
percentages is not one that attorney Mke Barnhill focused on
when studying the recall aspects of the bill; therefore, she
recommended bringing the issue to the departnent and then
bringing an opinion back to the House State Affairs Standing
Conmi ttee.

9:51: 44 AM
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REPRESENTATI VE GRUENBERG said he would l|ike both the Departnent
of Law and Legislative Legal and Research Services to discuss
any possible constitutional problens with the bill.

9:52: 34 AM

M5. KREI TZER noted that the following areas currently are not
defined in statute, but would be through Version X: corruption,
i nconpetence, lack of fitness, and neglect of duties. Regarding
Chair Seaton's previous observation that of the five proposed
changes in the nunber of days related to term of office, one of

the references did not match, she said it is nost likely an
oversight and the departnment will research the matter.
9:53: 43 AM

WH TNEY H. BREWSTER, Director, Central Ofice, Division of
El ections, addressed the fiscal inplications of HB 438. She
directed attention to page 2, line 8, where reference is nade to
a form from the division that a circulator would fill out
showing that he/she traveled nmore than 100 mles from honme in
one day in order to receive $15 conpensation. She said this
provision in the bill would require the division to develop
another form and admnistratively process the form She
directed attention to page 3, [paragraph] (6), which read:

(6) that the circulator has not entered into
an agreenment wth a person or organization in
viol ation of AS 15.45.003(b);

M5. BREWSTER suggested that that |anguage would take care of the
requi renent w thout requiring another form to be processed,
because the circulator would sign that he/she has net the
requi renents and has not "viol ated subsection (b) on page 2."

9:56: 27 AM

CHAIR SEATON clarified that Ms. Brewster is saying the person
woul d make subm ssions to the signature gatherer that he/she was
out for 15 or 20 days, thus that proclamation would not have to
be on a separate form designed by the division. He stated, "The
fact that they have to sign that they ... haven't clained nore
than their due would take care of that fiscal responsibility.”

M5. BREWSTER said that's correct.
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CHAI R SEATON summarized, "The difference between those two
approaches is: in one way we would have a listing at the
division of the nunber of days that were <clainmed by the
i ndi vidual, and the other way we would have a certification, but
no listing of the days. |Is that correct?"

9:58: 00 AM

M5. BREWSTER answered in the affirmative. Regardi ng the sane
i ssue, she suggested, "This may be nore of a responsibility of

APOCC than a Division of Elections' responsibility.” She
directed attention to page 2, line 21, subsection (e), which
read:

A person who pays a circulator and a circulator who
recei ves conpensation other than that permtted under
(b) of this section are liable to the state for a
civil fine of $1 for each signature gathered by the
circulator on a petition filed wth the |ieutenant
gover nor.

M5. BREWSTER said the question is, "W will assess and coll ect
this fine?" She explained that historically the division has
never been a "fining body." She suggested that the collecting
of the fine may be nore appropriate a task for APOC than for the
di vi si on.

9:59: 15 AM

M5. BREWSTER turned focus to | anguage [beginning on page 3, line
31, through] page 4, line 2, which read as foll ows:

The sponsors may, before filing a petition, submt
i ndi vi dual nunbered petitions containing up to a total
of 2,000 subscriptions to the director for review

M5. BREWSTER said the additional signatures for review wll

require additional staff time, which will have a fiscal inpact.
The $1 per signature fee assessed will go to the general fund
and will not benefit the Division of Elections' budget. She
directed attention to page 4, line 17, which shows the increase
in the percentage of required signatures for a recall from 10 to
20 percent, which she said will result in additional signatures
for review, which could also have a fiscal inpact on the
di vi si on.

10: 00: 59 AM

HOUSE STA COW TTEE - 37- March 14, 2006



V. BREWSTER, in response to Representative Guenberg's
af orenenti oned query, said any tinme the required nunber of
signatures is increased, it nmkes it nore difficult for an
i ndividual or conmttee to recall or get an initiative on the
ballot. \Whether that difficulty inhibits the person by creating
a threshold that 1is insurnmountable is a question for the
Department of Law, she said.

10: 01: 37 AM

REPRESENTATI VE GRUENBERG said the recall process is part of the
bal ance of power anong the people and the |egislature. He said
he would like to hear feedback as to whether or not the raising
of the signature requirenment would upset the balance of power in
state governnment froma constitutional point of view

10: 02: 29 AM

M5. KREITZER interjected, "W're happy to await the Departnent
of Law s assessnent.”

10: 02: 45 AM

VICE CHAIR GATTO directed attention back to page 2, line 21,
[text provided previously], and stated his concern is not wth
the fine, but is related to whether a signature collected "when

a person is performng an illegal act" qualifies as a valid
si gnat ur e.

10: 03: 32 AM

M5. BREWSTER said [page 2, lines 25-27] answer Representative

Gatto's question as foll ows:

(f) In determining the sufficiency of a
petition, the |Ilieutenant governor my not count
subscriptions on a petition circulated by a circul ator
who violated (b) of this section.

10: 03: 49 AM

REPRESENTATI VE GRUENBERG said he would also like that issue
addressed in a |egal opinion. He said, "It's one thing to fine
the person because they're getting paid too mnuch, but it's
sonmething else not to count the signature of the citizen who
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wi shes to endorse the petition.” He said he would |ike that
i ssue exam ned froma constitutional point of view

10: 04: 21 AM

CHAIR SEATON remarked, "I don't think we're just talking about
constitutional, we're talking about all legal issues in the
state.”

REPRESENTATI VE GRUENBERG concur r ed.

10: 04: 42 AM

REPRESENTATI VE GATTO proffered, "It's possible for sonmeone who
opposes the recall to collect a whole lot of signatures in
violation of the rule, and therefore nullify a whole bunch of
peopl e who thought they were voting for a recall, but now have
been disqualified.”

10: 05: 23 AM

M5. BREWSTER pointed out that if someone wants to sabotage a
recall effort, they could do that right now by not signing the
back of the book or not signing whether or not he/she has been
pai d.

10: 05: 53 AM

REPRESENTATI VE GRUENBERG anended his previous request by asking
that the legal opinions also address the constitutionality of
the current |aw

10: 06: 33 AM

M5. BREWSTER, in response to Representative Gardner's question
as to how many recall petitions have been successful and how
many have made it to the ballot, said she doesn't have that
information at hand, but will follow up on that.

10: 06: 47 AM

M5. KREITZER offered her wunderstanding that there have been
three court cases on recalls that involved nunicipal-elected

officials, and only one for a state-elected official. The
|atter recall was successful, she reported. It did not go to
the ballot, because the individual resigned; but had the
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i ndi vidual not resigned, it would have gone to the ballot. She
added that there is one recall pending in court.

REPRESENTATI VE GARDNER questioned why an effort is being made to
make recalls so difficult when there has only been 1 in 50
years.

10: 08: 18 AM

M5. KREI TZER asked that Brook Mles be allowed to speak on
behal f of APOC, since currently any commttee forned to support
or oppose an initiative, referendum or recall is required to
file with APQCC, She stated, "There is an opportunity to file
what's <called a zero report for efforts that are nerely
col | ecting signatures. And it would seem since the focus of
those parts of the bill that 1've nentioned before have to do
with the reporting of people that are collecting signatures,
that it nay be a good fit, but it's for the conmttee to discuss
and decide."

10: 09: 27 AM

BROOKE M LES, Director, Alaska Public Ofices Conmm ssion (APQOC)
Department of Administration, said she hasn't had a chance to
study the bill to "explain whether or not it's a good fit with
APCC." She continued as foll ows:

As the commttee may be aware, the requirenents for
filing disclosure reports are limted to when groups
are collecting signatures. In other words, they're
filing zero reports wuntil such time as a recall,
referendum or proposition is certified to appear on
the ballot. At that point, the groups that are forned
to support or oppose the election nust file a full

di scl osure report. ... At this point we have no idea
who gets paid a dollar or doesn't get paid a dollar
for signatures, and |I'm not really sure how that
report is going to |look at APCC And just from a
fiscal standpoint ... | have to, in all fairness, say
at this point |I have such limted staff | don't have
one person who can do one nore thing. So, it would

certainly have fiscal inpact on this agency.

10:11: 01 AM

CHAI R SEATON asked Ms. Mles to consider sonme of the issues that
the Division of Elections and the Ofice of the Lieutenant
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Governor pointed out mght be nore appropriate for APOCC, and to
assign any fiscal note necessary.

M5. M LES acqui esced.

10: 11: 41 AM

REPRESENTATI VE GARDNER referred to the language in the bill
regarding training, [found on page 3, lines 1-4], which read as
foll ows:

Sec. 15.45.005. Mandatory training. (a) At |east
once during each two-year period between general

el ections, the division of elections shall offer
training explaining the |[egal requi renents for
petitions. Each conmttee applying for or circulating
a petition during that period shall attend the
trai ni ng.

REPRESENTATI VE GRUENBERG asked Ms. Brewster to offer details
related to the training, including: where it is offered, by
whom how nmuch it costs, and how it would affect soneone from a
rural area trying to recall a state representative.

10: 12: 32 AM

M5. BREWSTER rel ayed that currently the training is offered by a
di vision enpl oyee, in person or over the phone. She said she
does not know the cost, but can find out. She stated that an
i ndividual or committee in a renote rural area could be offered
training by teleconference. 1In response to a followup question
from Representative Gardner, she offered her understanding that
the training takes several hours. In response to a question

from Chair Seaton, she said she doesn't believe [the training]
is required for nunicipal election recalls.

10: 14: 03 AM

CHAI R SEATON asked Ms. Brewster to get back to the commttee
with that information, because he said it is inportant to know
which elections will be covered under the bill.

10: 14: 12 AM

HOPE L. CERMELJ, testifying on behalf of herself, revealed that
she is a circulator and petition gatherer. She directed
attention to a handout she had obtained from the Division of
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El ections [included in the cormittee packet], showing statistics
from March 3, 2006, including that there will be 450,985 voters
in the next election. M. Cernel stated:

240,211 people - possible voters - are wupset wth
what's going on with the Republican/Denocratic process
here in the state of Alaska; that's why they

(indisc.). | nyself was certified in the Fairbanks
office at the Division of Elections to be a voter
registrar, so | was on that ... petition trail doing

the sane. W have a new political party in the state
of Alaska right now, which Loren Lenan approved | ast
year, and that's the Veterans' Party.

M5. CERMELJ noted that [there is a missing columm on the first
page of the handout], which should show a [colum] "V," which
di spl ays the nunbers for that Veterans' Party. She inplored the
Division of Elections to include that group's nunbers on the
page of statistics so that the nunbers are nore accurate. She
noted that she has carried four petitions, and she listed places
in the state in which she has lived and nentioned |egislative
topi cs of concern.

10:18: 09 AM

M5. CERMELJ referred to the next two pages of the handout, and
pi npoi nted the areas on the page that show a list of reasons
t hat people who signed petitions will not be counted. She noted
that on the first page of petition totals, it shows that 8,171
people will not be counted because their nanes did not match.
Ms. Cernelj opined, "That is against their civil |liberties.”
The list shows that there were 1,968 duplicate nanes. She
indicated a connection between the proposed |egislation and
ensuring that petition gatherers are registered voters from
Al aska who care about the issues. She tal ked about a man who
cane up from the state of Washington to gather petitions. The
man, she related, was "in it for the noney," and he intimdated

the Native elders of the village and was asked to |eave. MVs.
Cer nel j related further per sonal experience in petition
gat heri ng.

10: 20: 32 AM

M5. CERMELJ indicated that there has recently been a change in
personnel within the D vision of Elections and the director is
currently learning about a new system that wll be in place
forthcom ng. She relayed that, as a voter registrar, she has
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received four phone calls from people who have yet to receive
their voter cards. She stated her believe that their rights are
being violated. M. Cernelj offered statistics fromthe handout
showing the petition totals froman initiative related to a 90-
day regular session of the Al aska State Legislature, enphasizing
that out of 450,985 voters, the nunber of unqualified signatures
was 11,370, which she reiterated is against the civil liberties
of those peopl e.

10: 22: 56 AM

M5. CERMELJ shared further accounts, including one related to
honmel ess people who did not receive their voter registration
cards, and a story of a woman affected adversely by politica
deci sions made, and she enphasi zed that people sign petitions in
order to see change.

10: 24: 41 AM

CHAI R SEATON said the conmttee is not dealing with any one
specific petition, but with the system in general, and he
remarked that M. Cernelj brought up many points for the
conmittee to consider.

10: 24: 57 AM
M5. CERMELJ, in response to a question from Representative
Gardner, said she supports the bill, with the exception of the

$15 paynent, which she said she hopes can be nore.

10: 25: 28 AM

REPRESENTATI VE ~ GARDNER, regarding Ms. Cermelj's previous
reference to the person from out of state, suggested that a
| ocal person could also be rude and disruptive and be asked to
| eave.

10: 25: 43 AM

M5. CERMELJ responded that that is true; however, the |ocal
peopl e have good trai ning.

10: 26: 03 AM

CHAI R SEATON asked Ms. Cernelj to specify if she supports the
bill's proposal to increase the nunber of qualified signatures
for a recall petition from 10 to 20 percent, and also if she is
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in favor of not allowing a petition to be filed within 270 days
of term nation of office.

10: 27: 08 AM

MS. CERMELJ answered yes to both.

CHAI R SEATON noted that neither of the petitions for which M.
Cernelj brought the petition totals would have passed had the
per cent age been at 20.

10: 28: 38 AM

REPRESENTATI VE GARDNER asked Ms. Brewster, "If sonebody, say
Andy Jones, is registered as Andrew Jones, and he signs Andy
Jones and provides a correct birth date, would that signature be
qualified, or not?"

10: 29: 10 AM

M5. BREWSTER sai d that signature would count.

10: 29: 20 AM

REPRESENTATI VE GARDNER asked at what point s the nane
di ssim | ar enough to be considered unmat ched.

10: 29: 32 AM

M5. BREWSTER answered that if there is a qualifier that allows
the division to locate the signer within the voter registration
system and the nanme is simlar, then the signature will count.
If the name is entirely different, she said, it would not be
count ed.

10: 30: 03 AM

CHAI R SEATON asked, "If soneone signs Andy instead of Andrew,
would that nmean that it probably wouldn't be a conputer match -
t hat woul d be a manual match?"

10: 30: 11 AM

MS. BREWSTER sai d she believes that would be a manual match

10: 30: 53 AM
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CHAI R SEATON asked another testifier to return at the next
heari ng.

[ HB 438 was heard and hel d. ]
ADJ QURNVENT
There being no further business before the conmttee, the House

State Affairs Standing Conmttee neeting was adjourned at
10: 31: 15 AM
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