M NUTES
SENATE FI NANCE COW TTEE
April 25, 2005
9:10 a.m

CALL TO ORDER

Co-Chair Green convened the neeting at approximately 9:10:51 AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W1 ken, Co-Chair
Senat or Fred Dyson

Senat or Bert Stedman

Senat or Lyman Hof f man
Senat or Donny O son

Al so Attending: NONA WLSON, Legislative Liaison, Departnment of
Transportation and Public Facilities; KIP KNUDSON, Deputy
Comm ssi oner of Aviation, Departnent of Transportation and Public
Facilities; JASON HOOLEY, Staff to Senator Fred Dyson; JCEL
G LBERTSON, Comm ssioner, Departnment of Health and Soci al Services;
CHUCK HARLAMERT, Juneau Section Chief, Tax Division, Departnent of
Revenue; M KE TI BBLES, Deputy Conmi ssi oner, Department  of
Adm ni stration; CHRI'S CHRI STENSEN, Deputy Adm nistrative Director,
Al aska Court System PAM VARNI, Executive Director, Legislative
Affairs Agency

Attendi ng via Tel econference: From Anchorage: MARGO MCCABE, Chair,
Board of Trustees, Al aska Children's Trust

SUMVARY | NFORMATI ON

SB 133- AVI ATI ON ADVI SORY BOARD

The Commttee heard from the Departnment of Transportation and
Public Facilities. One anendnent was offered but w thdrawn from
consideration. The bill reported from Conm ttee.

SB 150- ALASKA CHI LDREN S TRUST FUND GRANTS

The Commttee heard fromthe bill's sponsor, the Alaska Children's

Trust, and the Departnent of Health and Social Services. The bill
reported from Conm ttee.
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SB 151- DECOUPLI NG FROM FED TAX DEDUCTI ON

The Commttee heard from the Departnment of Revenue and the bil
reported from Committee.

SB 71- NONUNI ON PUBLI C EMPLOYEE SALARY & BENEFI T

The Committee heard from the Departnent of Admnistration, the
Court System and the Legislative Affairs Agency. The bill was held
in Committee.

#sb133

SENATE BILL NO 133
"An Act establishing the Aviation Advisory Board; and
providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.

NONA W LSQN, Legislative Liaison, Departnent of Transportation and
Public Facilities, inforned the Commttee that the Departnent has
identified this legislation as being "critical to the State's
aviation infrastructure as well as the aviation industry as a
whol e". It would allow for the continuance of the Aviation Advisory
Board, which was created in 2003 and renewed in 2004, to occur
"wi thout the need for annual adm nistrative renewal s". A pernanent
Board woul d be "practical and necessary to the continued success
and prudent operation" of the State's international airport hubs in
Anchorage and in Fairbanks and its 258 Rural airports.

Ms. WIlson stated that the Board also serves in an advisory
capacity to the Conm ssioner of the Department of Transportation
and Public Facilities (DOT) and facilitates on-going "coordi nation
between the State and aviation industry” on such things as aviation
policy, safety, airport managenent and operations.

Ms. WIlson noted that the conposition of the Board, as detailed in
Section 1, Sec. 44.42.230(a) on page two, lines six through 30, is
"a broad cross-section” of the State's aviation industry and as
such woul d provide well -bal anced di al ogue and experti se.

Senat or O son asked whether the responsibilities of the new Board
woul d differ fromits predecessor.

KIP KNUDSON, Deputy Conm ssioner of Aviation, Departnment of
Transportation and Public Facilities, inforned the Cormttee that
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the Board was originally fornmed to inprove conmunication between
aviation interest groups and DOT personnel responsible for the
airport system The Board has done a good job in providing that
condui t.

Senator O son pointed out that a |large portion of the Board nenber
positions "are not necessarily aviation related", as exanpled by
Section 1, Sec. 44.42.230. Conposition of the Board (a)(5), (6),
and (7).

(5 a nenber who is a comunity |leader residing in the
unor gani zed borough of the state;

(6) a nmenber who represents the mayor of the Municipality of
Anchor age;

(7) a nenber who jointly represents the mayors of the Cty of
Fai r banks and the Fairbanks North Star Borough;

M. Knudson explained that when Governor Frank Mirkowski
established the original Board by Admnistrative Oder, it was
t hought best not to "predeterm ne" that Board nenbers shoul d have
an avi ation connection. However, "effectively they are all aviation
people” in that in some form they each have "sone leg in the
aviation industry or sonme aviation interest group". The people who
have been appointed by the mayors of the Cty of Anchorage and the
Cty of Fairbanks have had aviation backgrounds. Therefore, "it
happens that they're all aviation interested".

Co-Chair Green concluded therefore that it nust be "assuned" that
t he appoi ntees woul d have avi ation industry backgrounds.

Co-Chair G een asked whether the Board conposition in this bill is
simlar to the nmkeup of the Board established by the
Adm ni strative O der.

M. Knudson replied that this Board is identical to the origina
Board with the exception being that an at-large nenber was added
"for tie breaks". Therefore this Board woul d have 11 nenbers rather
t han ten.

Co-Chair Green asked whether the Board has nmet consistently during
the two years it has existed.

M. Knudson conmmuni cated that the Board has had a busy schedul e and
has nmet nine tinmes in the last two years.

Co-Chair Green understood that the responsibilities of the Board

woul d continue as before. Absent this legislation it could continue
via the issuance of an Admnistrative Order. This |egislation would
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serve to include the Board in State Statute and thereby nake it
subject to review by the D vision of Legislative Budget & Audit.
This would align the Board with other boards in the State.

Senat or Hof f man asked for exanples of the types of "nmjor issues”
t he Board has addressed and resol ved.

M . Knudson comented for general background that DOT oversees the
operations of the Anchorage and Fairbanks airports. Qher airports
such as the ones ins Juneau and Ketchi kan are |ocally governed. The
Board has addressed the issue of airport governance by gathering
information fromaround the country in order to determne the best,
nost cost effective nmethod to manage airports. Qther issues that
have been addressed include the operation of airport towers such as
the tower at King Salnon and a feasibility issue relating to how
small of a comunity could support a ten mllion dollar airport.
The Board has provi ded good advice to the Conm ssioner in regards
to such things as the allocation of resources.

Co-Chair W I ken voiced concern about the size of the Board,
specifically that the budget and the Board's size and scope of
responsibility do not appear to be "in alignment”. Language in
Section 1, Sec. 44.42.220. Meetings; hearings; records. does not
appear to allow the Board to neet and nake decisions by
tel econference; therefore, he questioned how the 11-nenber Board
could nmeet two or three tinmes a year within the constraints of a
$20, 000 budget. To that point, he asked whether the Board coul d
meet and nake deci sions via tel econference.

M. Knudson conmuni cated that, while the Board has held neetings by
tel econference, they would prefer to neet as a group prior to
issuing a resolution. Meetings have been held in Ketchikan,
Anchor age, Fairbanks, and Juneau.

Co- Chair W/I ken asked whet her the $20, 000 annual Board budget woul d
be sufficient.

M. Knudson stated that while the budget m ght cause sone
"scrinping", it would be workabl e.

Co-Chair WIken questioned the I|anguage in Section 1, Sec.
44.42.230.(c), page three, lines two and three, that specifies that
t he Governor would name the Board chairman. He consi dered proposing
an anendnent to delete that |anguage, as an 11-nenber Board, naking
such inportant decisions, would be qualified to choose their own
chairman. It would al so "keep peace in the famly". The Chair being
appoi nted by the Governor is an anonaly, as it is atypical of how
ot her boards select their chairs.
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M. Knudson understood that this nust "be a construct of sone
Boards". The chair being appointed by the Governor was, "oddly
enough", recommended by the Board for inclusion in the
Adm ni strative Order. One Board nmenber, Richard WIIlianms, thought
that "it would de-politicize the chair to a certain extent” in that
the chair selection "would not be a popularity contest".

Conceptual Amendnent #1: This anmendnment del etes the | anguage "The
governor shall designate a nenber of the board to serve as chair of
the board, or, at the governor's request," in Section 1, subsection
(c), on page 3, lines two and three. The revised |anguage woul d
read as follows.

(c) The board shall elect a chair fromanong its nenbers who
are not state officers or enpl oyees.

Co-Chair WIken noved to adopt Anmendnent #1.

Co-Chair G een objected and stated that one of the upsides in
havi ng a chair appointed by a Governor is that there is no delay in
the deliberations of the Board. In her experience with Boards, she
has concluded that, oftentinmes, this process would have been
preferred as it would result in a nore efficient use of tine and
the board woul d be ready to conduct business.

Senator O son asked the reason Co-Chair WIken chose not to
elimnate the | anguage excluding State officers or enployees from
being able to chair the Board. He contended that nunerous "State
of ficers and enpl oyees are quite know edgeabl e about the aviation
i ndustry” and woul d nmake excellent Board chairs.

Co-Chair WIken opined that State officers and enpl oyees shoul d not
be considered for the chair position as he viewed this board as "a
citizens' conm ssion".

Co-Chair WIken noved to wi thdraw Conceptual Amendnent #1.

There being no objection, the Arendnent was W THDRAWN

Senator O son opined that, as the operator of two air taxi
conpanies, this Advisory Board is an "asset to the aviation
i ndustry”. He strongly supported the bill

The Bill was HELD in Conm ttee.

[ NOTE: This bill was re-addressed later in the neeting.]
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#sb150

SENATE BI LL NO. 150
"An Act repealing the limts on grants awarded fromthe Al aska
children's trust fund."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

JASON HOOLEY, Staff to Senator Fred Dyson, Chair of the Senate
Heal t h, Education and Social Services (HESS) Commttee, stated that
the HESS Comm ttee sponsors this bill by request of the Al aska
Children's Trust Board of Trustees. The Trust was established in
the late 1980s as a neans through which to fund prograns designed
to "conbat <child abuse". The Board of Trustees is "seeking
additional flexibility" in the admnistration of the program in
regards to the awardi ng of Trust grants. To that point, Section 1
of this bill would require grant applicants to include a self-
sustainability plan in their proposal. Section 2 of the bill would
elimnate the current annual $50,000 grant limtation; would re-
define the current grant funding fornula; and would specify that
the grant award be limted to four-years in an effort to guarantee
that the grant woul d be recogni zed as seed noney for the program
Section 3 would reinforce the conditions specified in Sections 1
and 2 by allowing the Board to reduce or elimnate an awarded grant
based on the performance of the grantee.

Co-Chair Green, noting that this grant process was revised within
the last four or five years, asked the reason for the need to re-
address the process.

M. Hooley deferred to Margo McCabe of the Al aska Children's Trust.

MARGO MCCABE, Chair, Board of Trustees, Alaska Children's Trust,
testified via teleconference from Anchorage and commented that,
while the assets of the Trust Fund currently exceed ten mllion
dollars, the Trust could only expend its annual net incone of the
Trust Fund to fund the entirety of child abuse prograns statew de.
In the last few years, the anount of available funds was a limting
factor as the inconme was only sufficient enough to fund recurring
grants. Therefore, "the intent of this legislation is to limt"
funding for those grants so that noney would be available to fund
"new i nnovative" prograns.

Co- Chair Green asked which current formul a | anguage nmust be changed

in order to acconplish this goal; specifically why the proposed
formula is to establish a sliding scale award of 75-percent of the
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programis first year's expenses the initial year, 50-percent of the
programis first-year expenses the second year, and 25-percent of
the programs first-year expenses the third and fourth years.

Ms. McCabe stated that the proposed formul a changes woul d establi sh
paraneters that would allow the grantees to becone sel f-sufficient
at the termnation of the four-year period. This would al so all ow
Trust funds to becone available to fund ot her prograns.

Co- Chair G een asked how many $50, 000 grants have been awar ded.

Ms. M Cabe responded that, due to budget constraints, the nost
recent Request for Proposals (RFP) grant awards were limted to
$30, 000. Approximately half of the applicants applying requested
t he maxi mum $30, 000 anmount, and four such grants were awarded. The
Trust would be issuing its next RFP shortly.

Co-Chair G een noted that current State Statutes |imt the award to
$50, 000. She was curious to the nunmber of grants that have been
awar ded at that |evel

Ms. McCabe did not have that data avail able as the $50, 000 grant
| evel was |ast awarded prior to her being on the Board. Recent
annual award | evel s have been Iinmted to $30, 000.

Co- Chair Green asked the Conm ssioner of the Departnent of Health
and Social Services to explain, for the record, the specific
formul a change included in the Senate HES version of the bill

JOEL G LBERTSON, Comm ssioner, Departnment of Health and Soci al
Servi ces, pointed out that the nost substantial fornula change in
that version of the bill is the four-year grant award limtation
specified in Section 2. Current State Statute does not specify any
limtation on the length of a grant award. Wile current | anguage
does include a sliding scale award |evel, once the |owest award
percentage is reached, it could be awarded indefinitely. One
program recipient is receiving its eighth year of funding. "No
grants are transitioning off", therefore no new grants are being
awarded, as there is a finite anount of noney available. No new
prograns have received grants in the last two years. The net incone
for the programis projected to continue at the current |evel and,
unl ess prograns are cycled out, funds to support new prograns woul d
be unavailable. Therefore, the four-year provision would provide
the Trust the ability to transition from"continuation funding"” to
bei ng able to fund new prograns.

9:30:19 AM
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Co-Chair Geen stated that she had participated in the devel opnent
of the previously adopted |anguage. VWiile the sliding scale
| anguage in the bill was intended to halt continual funding, the
changes being proposed in this legislation would "correct and
clarify" that a programwoul d receive a sliding scal e percentage of
funding that would termnate at the end of the fourth year. This
woul d provide the opportunity for new progranms to be funded. The
intent of the Trust funds is to provide "a boost but not a lifeline
support systeni.

Comm ssioner G lbertson affirmed that that the intent of the
original Trust |anguage was "to have the grants nove toward
sustainability plans and to transition off after a four year
cycle". However, the four-year cycle |anguage was omtted from
State Statute.

9:31: 09 AM

Co-Chair Geen asked whether this legislation would affect the
maxi num awar d anount .

Comm ssioner G lbertson stated that +this legislation would
elimnate the maximum limtati on amount on the grants awarded by
the Trust. The annual net inconme available would serve as "a
nat ural cap".

Co-Chair Geen concurred, but stated that the Trust should not
award the entirety of its funds to a single program

Conmi ssioner G |l bertson stated that other factors woul d prevent one
entity fromreceiving the entire anount of available funds. One
deterrent to that would be the fact that existing grants nust be
honored until they transition out of their four-year cycle.

Co- Chair G een asked whet her the nunber of program applicants m ght
di m nish once the current recipients conclude their four-year
cycle.

Comm ssioner Gl bertson responded that one of the circunstances
constantly encountered in grant prograns is "that areas nost in the
need of the prograns and prograns that are nost in need of com ng
into their comunities are often those that are the | east prepared
to submt a good grant application”. Typically the areas that
submt good applications "are areas that are resourced enough". The
chal  enge, therefore, is howto nmake those comunities that do not
have grant witers or the resources with which to conpete with
| arger organi zations nore conpetitive. The proposed structure woul d
require the formation of a sustainability plan, performance
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nmeasures, and woul d include the Trust's involvenent in the process.
This, conbined with the phased four-year maxinum grant award
limtation, would allow a natural transition process that would
provi de the opportunity for prograns that are on "the peripheral
now' to get into the systemand receive sone start-up funding. The
exi sting prograns are good; however, as was the original intent of
the Trust grant program they need to becone self-sustaining and
al l ow ot her progranms to benefit fromthe grant program

Co-Chair Green asked whether the | anguage authorizing the Board to
reduce or discontinue an awarded grant, as included in Section 3,
is a revision of current |anguage.

Comm ssioner Gl bertson clarified that Section 3 is new | anguage.
9:33:54 AM

Conmi ssioner G |l bertson stated that Section 3 would allow the Trust
to discontinue or reduce funds were a program to not neet
performance standards. Wien he initially participated in the Trust,
the quality of the data being collected on the grants di sappoi nted
him The Board is addressing performance standards in a serious
manner as reflected in the forthcom ng RFP specifications. "Qutcone
data" woul d becone nore of the focus in the future.

Co-Chair Green supported this direction, as it would provide the
Board the oversight authority required to ensure that the prograns
bei ng conducted support the m ssion of the Al aska Children's Trust.

Comm ssioner Gl bertson affirned that the Board and the Trust are
"in agreenment” that "a better tool and a better reason for why we
approve a grant or why we discontinue it" is required. The outcone
data, simlar to the State's M ssions and Measures policy, would
all ow the programs performance to be neasured to insure that Trust
funds are used in the nost efficient and effective manner. The
bill's |anguage would also allow for program expansion for, as
recipients cycle out, funding would becone available to fund new
grants.

Ms. McCabe voiced appreciation for the discussion. It covered the
i nportant aspects of what the bill woul d do.

Co-Chair WIlken nmoved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

There being no objection, CS SB 150(HES) was REPORTED from

Commttee with previous zero Fiscal Note #1, dated April 5, 2005
fromthe Departnent of Health and Social Services.
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AT EASE 9:36:24 AM/ 9:37 AM

#sb133

SENATE BI LL NO. 133
"An Act establishing the Aviation Advisory Board; and
providing for an effective date."”

Co-Chair Geen noted that the bill was again before the Conmttee.

Co-Chair WIlken nmoved to report the bill from Committee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There bei ng no objection, SB 133 was REPORTED from Committee with a
new $20,000 Departnent of Transportation and Public Facilities
fiscal note, dated April 25, 2005, and previous Departnent of
Transportation and Public Facilities zero Fiscal Note #1, dated
February 28, 2005.

#sb151

SENATE BI LL NO. 151

"An Act excepting from the Al aska Net Incone Tax Act the
federal deduction regarding inconme attributable to certain
donestic production activities; and providing for an effective
date."

This was the third hearing for this bill in the Senate Finance
Commi ttee.

Co-Chair Geen asked whether the Departnent of Revenue w shed to
present further testinony.

CHUCK HARLAMERT, Juneau Section Chief, Tax Division, Departnent of
Revenue, stated that he was available to answer Committee
guesti ons.

9:38:12 AM 9:38:40 AM

Co-Chair Green stated that a revised Departnent of Revenue fi scal
note, dated April 19, 2005, has been provided.

M. Harlanert noted that the only revision included in the new

fiscal note is that the revenue colum reflects an $8, 230,000
revenue increase in FY 2006. An upward trend would continue with
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$14, 995, 000 being the projected revenue increase in FY 2011.

Co-Chair Green characterized this legislation are being "a good
thing for the State budget".

M. Harlanmert affirnmed that this legislation wuld reinstate the
noney.

Co-Chair Green voiced that the legislation would "restore" the
noney.

M. Harlanent affirmed.

Co-Chair Geen noted that other details of this |egislation had
been di scussed during its previous hearings.

Co-Chair WIlken nmoved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

There being no objection, SB 151 was REPORTED from Conmittee with a
new i ndeterm nate Departnent of Revenue Fiscal Note, dated Apri
19, 2005.

9:40: 49 AM
#sb71

SENATE BILL NO. 71

"An Act relating to the conpensation of certain public
officials, officers, and enpl oyees not covered by collective
bar gai ni ng agreenents; and providing for an effective date."”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

M KE TI BBLES, Deputy Conmm ssioner, Departnent of Adm nistration

testified in support of the legislation. This bill would align the
statutory pay schedule for partially exenpt and exenpt enployees in
the executive, legislative, and judicial branches with recent
negoti ated uni on contract salary schedules. It is anticipated that
"conplicated i ssues” would arise were the bill denied.

M. Tibbles stated that the area of interest is the process
involved in nmaking State enployees wage adjustnents: the wage
adj ust nent process for Union enployees is addressed via collective
bar gai ni ng negoti ati ons and, once an agreenent is reached at that
| evel , the proposed nonetary ternms are submtted to the Legislature
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for approval; partially exenpt or exenpt enployee salary
adjustnments are addressed by the submittal of |egislation that
woul d update State wage Statutes. SB 71 is the vehicle for that
wage adjustnent this year.

M. Tibbles noted that due to the fact that partially exenpt and
exenpt wage bill proposals have not always "noved forward”, there
is currently an approximte five-percent disparity between their
wage schedul es and those represented by coll ective bargaining. This
di sparity would increase further in FY 2006 and 2007 as contracted
wage i npl enmentations occur.

M. Tibbles stressed that were the salary scales of partially
exenpt or exenpt enployees not brought into alignment with those of
uni on enpl oyees, three issues could arise. The first is an equity
issue in that all State enployee positions are assigned a sal ary
range based on the nature and conplexity of work and the anount of
supervi sory oversight. Since State Statutes require "like pay for
| i ke work"™, the Departnent's opinion is that were SB 71 to not nove
forward, a disparity between the two sal ary schedul es woul d occur
which would violate "the |ike pay for |ike work" statutory mandate
at the point "when we get to a nine-percent difference between the
two sal ary schedul es"”.

M. Tibbles also shared that difficulties have arisen in situations
where an effort was nade to "nove a position laterally” in the sane
range. For exanple, were an exenpt fiscal analyst position to open
in the Ofice of Managenent and Budget, a collective bargaining
fiscal analyst enployee would be disinterested in the position
because "there was such a difference in pay". This situation has
becone probl ematic.

9:45: 52 AM

M. Tibbles stated that a second issue is that recruitnment efforts
beconme nore difficult as the disparity between the two schedul es
i ncreases; particularly in the case of recruiting professionals,
especially as "managers and directors are asked to do nore". Wre
this "bill to not pass, the nessage being sent is that we are not
respecting the nmanagenent that they do perform... in many cases,
i ndi vi dual s" they supervise woul d be nmaki ng nore noney than t hem at
the point intine that a nine-percent difference in the two salary
schedul es occurs.

M. Tibbles communicated that the third issue is that when a | arge
disparity between the two salary schedules is reached, it
di scour ages people "from noving up" into managenent positions. The
State is "required to encourage career progression” and, in his
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opi nion, that requirenent could not be net when it woul d not take
"that many years in nerit step"” increases for an individual to earn
nore than his or her own new supervisor. This is exanpled by a
situation in which an individual in a Range 23 Step D supervisory
position would be earning nore than his or her Range 26, Step A
supervisor. This situation is reflected in the "Conparison of
Statutory and Supervisory Salary Schedules after bargained
i ncreases"” chart depicted on page three of the "Conparison of
Statutory, Judicial and Supervisory Sal ary Schedul es" handout [copy
on file].

M. Tibbles sunmarized that this bill is "very inportant” in
addressing the inequity, recruitnment, and difficulty in upward
progression issues. It would provide a better playing field. The
"union contracts have been submtted to the Legislature and are
noving forward in the budget process”. He asked the Committee's
support in adjusting "the statutory schedules as well".

Senat or Hof f man asked when the exenpt and partially exenpt salaries
were |ast adjusted; specifically the salaries of Al aska Court
Syst em enpl oyees

M. Tibbles stated that the historical wage increases for exenpt;
partially exenpt; and Court System enpl oyees are depicted on page
two of the aforenentioned handout. Court enpl oyees wage adj ustnents
are specified in the colum titled "Wage Increases for XJ". Their
nost recent wage adjustnents included a two-percent increase in
2001 and a three-percent increase in 2002.

9:46: 32 AM

Co-Chair G een understood therefore, that, wunder the current
system were a Range 10, Step "E' or Step "F' enpl oyee encouraged
to advance in their career and increased to a Range 12, Step A or
Step B position, "they would actually |ose noney" by such a
pronotion.

M. Tibbles responded that is possible. He also noted that were an
enpl oyee to nove from a classified position to a non-classified
position, they would be noving froma collective bargain negoti at ed
schedul e that is higher than the non-classified schedul e existing
in Statute.

Co-Chair Green asked for further information regarding how the Step
pl acenent for a person earning the highest step in one range but
who is being advanced to the next range woul d be determ ned.

M. Tibbles responded that there are "certain rules that govern
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advanced step placenent”. Continuing, he noted that the operating
procedures in place in the Executive Branch of State government
specify that an individual "can't be noved into |ongevity and
certain criteria must be nmet" before one could be placed within
advanced steps. Such things as "exceptional service" are
considerations. He was unfamliar with the Legislative enployee
rules in this regard.

Co-Chair Geen concluded therefore, that this legislation would
serve to nake "the snoothing nmuch easier” and nore aligned with
enpl oyee counterparts in non-exenpt positions. Wile this wage
i ssue m ght "have been overl ooked or intentional in years past for
various reasons", this legislation would serve to correct the
situation. It would nmake it "even, equal"™ and provide parity
anongst between the two groups of enpl oyees.

9:49:12 AM

Co-Chair Green introduced her grandsons, Connor and Noel Leaf, who
were visiting from Kenai .

9:49: 30 AM

CHRI S CHRI STENSEN, Deputy Admi nistrative Director, Alaska Court
System voiced appreciation for Court System enployees being
included in this Adm nistration sponsored |egislation. O the Court
System's approximte 733 permanent enployees, 62 are judges
appoi nted by the Governor, 39 are nagi strates, and the majority of
the remaining enpl oyees are clerical in nature. The Court System
consunes | ess than two-percent of the State's operating budget, and
even though it is one of the smallest departnents in the Executive
branch, nore private citizens interact with the Systemon a daily
basis than any other entity in State governnment with the plausible
exception of the University of Al aska system The majority of the
private citizens with whomthe Court Systemis staff work with every
day are unfamliar with the workings of the Court System "are
angry or scared, and mght be undergoing the npbst traumatic
experience of their lives". In addition, nore than 150,000 new
cases were filed with the Court System the previous year. Wile
Court enpl oyees work hard under very stressful conditions and nost
of themwork "at a very |low salary", they are, nonethel ess, proud
of their work and believe that what they do matters.

M. Christensen informed the Conmittee that because approxi mately
70-percent of the enployees are Range 15 or below, the Court
experiences large turnover rates. This, in turn, results in
managenent issues. Currently there is a 50-percent enployee
turnover rate for enpl oyees who have been with the Systemfor |ess
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than five years. The turnover rate in Rural |ocations, such as
Kot zebue, is 100 percent for five-year or |ess enployees, and at
times the turnover has been 100-percent in one year. One factor in
the high Rural turnover is that the |ocal boroughs or Native
Cor porations offer higher conpensation to enployees than the State
does for simlar work.

M. Christensen renminded the Coormittee that the Legislature has
hi storically provided non-judicial Court enployees a cost of |iving
adj ust mrent (COLA) equal to the COLA provided to union enpl oyees.
When this failed to occur in 1993, non-supervisory Court enpl oyees
voted to join the IBEW union. In 1996, the Legislature provided
both union and non-union enployees a CO.LA anount that restored
parity. Subsequently, those Court enpl oyees voted to de-certify the
| BEW when the first collective bargaining agreenent expired. Pay
equity rather than working conditions appears to have been the
driving force behind the initial vote. CQurrently, "the Court System
has the | argest non-union shop in State governnent".

M. Christensen inforned the Conmittee that while the salaries of
the Al aska Court System s judges "were ranked first in the nation
in 1982", today, "according to the National Center of State Courts,
the salary of a Superior Court Judge in Alaska ranks 49th, once
adjusted for cost of living". This decline has occurred in a little
nore than twenty years. "The average annual increase for Superior
Court Judges in other states during the period from 1992 to 2004

was three-point-one percent. In Alaska it averaged under one
percent which was well under half the rate of inflation ...unlike
other State enployees, Judges do not get annual |ongevity

i ncreases”. The salary of a new Judge is exactly the sane as a
Judge with 15 years of experience. There are no |longevity increases
to conpensate for mssed cost of living adjustnents. In addition,
the geographic differential (G) provided to Rural judges is
substantially |less than that of other State enpl oyees. For exanpl e,
a uni on enployee in Barrow receives a 43-percent GD and a non-uni on
enpl oyee receives a 31.5 percent G. The |ocal Superior Court Judge
receives a 17-percent GD. In addition, Judges' geographic
differential is calculated only on the first $40,000 of his or her
salary. O her State enployees' GD is calculated on their entire
salary. Due to the conmbination of there being no |ongevity
increases and a limted GD, there are places in Rural Alaska in
whi ch the | ocal prosecutor or the |ocal public defender nakes nore
than the | ocal Superior Court Judge.

M. Christensen stated that this bill would provide non-judicia
Court enpl oyees a salary adjustnent effective in FY 2006 that woul d
pl ace the Court's salary schedule on par with the salary schedul e
approved | ast year for Al aska Public Enpl oyees Associ ati on ( APEA)
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menbers. Nonet hel ess, Court enpl oyees have | ost substantial ground
to inflation over the last tw decades. Judges would receive a
salary increase equal to the percentage increase that SB 71
proposes for a Range 28 Step E in the Executive Branch, as State
Statutes ties a Judge's salary to that Range.

M. Christensen observed that this increase would inprove Al aska's
judges' ranking of 49th in the nation to 47th place. The increase
woul d be appreciated, and by approving this bill, "the Legislature
woul d send a nessage that it values Court enpl oyees as nuch as it
does union enployees in the Executive Branch and that it doesn't
take their hard work for granted."” Support of this bill would be
appreci at ed.

9: 55: 00 AM

Co-Chair Green understood therefore that the Court System views
this legislation "as a good thing for its enpl oyees".

M. Christensen affirmed.
9:55:24 AM

PAM VARNI, Executive Director, Legislative Affairs Agency, noted
that in the 1980s and again in the 1990s, Executive Branch
enpl oyees received salary increases that Legislative Branch
enpl oyees did not. "Currently, Legislative enployees' salaries are
roughly five-percent behind their counterparts in the Executive and
Judi ci al Branches with the exception of partially exenpt enpl oyees.
This bill should be passed as a nmatter of fairness and to elimnate
any suggestion that enployees doing simlar work are not paid
equally. It is long overdue. You want to retain the best and the
bri ghtest enployees". Nunerous "enpl oyees have been lost to the
Executive Branch because they can take a position at the sane range
and step and nmake nore noney or they accept positions at a higher
range, and receive an additional five percent increase in pay".

Ms. Varni stated that absent parity in salary, it is difficult to
retain enployees such as attorneys, pr ogr ammer s, per sona
assi stants, and Legislative staffers. Wen reviewing the
Legi sl ative budget, "the drain" of long-term Legislative staff is
noti ceabl e as the nunber of Legislative staff receiving |ongevity
Step increases is decreasing. In addition to this, the Legislative
Affairs Agency is experiencing difficulty in recruiting Legislative
Information O fice (LIO teleconference noderators in Rural areas
as the "private sector wages are higher". It is difficult for staff
at the lower Range levels "to keep up with cost of living". Wge
adj ustments are not keeping pace with the cost of living. In the
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15-year period from 1988 to 2003, the Anchorage Consumer Price
I ndex (CPl) increased 49.89-percent while Legislative pay increased
14. 72-percent: a difference of 35.08-percent. "This is a
significant difference". Wen conparing Al aska's Legi sl ative wage
i ncreases for the past five years to other state's it is found that
in contrast to Alaska's five percent increase, New Mexico increased
14. 5-percent, Louisiana increased 30-percent, |ndiana increased
12. 7-percent, Virginia increased 11.8-percent, and Rhode Island
i ncreased 12. 3-percent.

Ms. Varni thanked the Conmttee for their attention, and, as a
manager and personnel officer, she urged for passage of this bil
in order "to nmake wages fair and equitable to all enpl oyees in the
Legi sl ative branch".

Co-Chair WIken noted that, regardless of political affiliation,
over the years, Admnistrations have "struggled" in their search to

find individuals to fill comm ssioner positions. Extended searches
have occurred and oftentinmes, the people filling those positions
"have the financial nmeans" that allow themto fulfill their public

service. This is a re-occurring situation every election cycle. To
that point, he asked whether this bill would be the avenue through
whi ch comm ssi oner sal aries could be addressed.

9:59:12 AM

M. Tibbles replied that the salaries of conm ssioners "are uni que
because they are tied to a range and a step". That creates a
situation in which the salaries are frozen. As a result, other
enpl oyees' salaries could increase beyond that of the Conm ssioner.
He noted however, that people serve the state for a variety of
reasons: sone of them"are financially able" to accept the position
at a lower salary than they would make in other professions.
General ly; however, this is a concern. There were three acting
comm ssioners this year. He shared that a nunber of the applicants
would be taking a pay cut from their current job were they to
becone conm ssi oner.

Co-Chair G een asked whether the applicants who woul d have taken a
pay reduction were existing State enpl oyees.

M. Tibbles affirned that a nunber of the applicants were State
enpl oyees who woul d have recei ved | ess conpensation had they taken
a comn ssi oner position.

10: 00: 32 AM

Co-Chair WIken suggested that the comm ssioner salary issue be
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addressed in this legislation. Doing so could assist in making the
process of hiring a conm ssioner easier for the next governor. Such
conditions as inplenenting a salary upgrade effective date to
coincide with the seating of the next governor could be considered.

Co-Chair Geen noted that action elimnating the statutorily
specified salary range and allowi ng the position to be subject to
the range and step process could al so be consi dered.

M. Tibbles opined that a sinple solution would be to elimnate the
Step "E' designation and sinply include the Range 28 designation in
Statute. This would allow the conm ssioner salary to nove up the
steps in the sane manner that other State enpl oyees do.

Co- Chair Green asked whether the Range 28 Step "E' designation is

frozen at its original level or would increase in |ine with other
State salary increases.

M. Tibbles verified that it increases with the State's statutory
schedul es.

Co-Chair G een asked for confirmation that the salary currently
i ncreases in that manner.

M. Tibbles affirned.

Co-Chair Geen stated that further work on this | egislation would
be conduct ed.

The bill was HELD in Conmittee.
#

10: 02: 36 AM

Co-Chair Green announced that Senator Bunde i s excused.

Senat or Dyson introduced his wfe and the wife of his staff person,
Lucky Schultz.

ADJ QURNIVENT

Co-Chair Green adjourned the neeting at 10: 03 AM
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