M NUTES
SENATE FI NANCE COWM TTEE
May 2, 2007
2:06 p.m

CALL TO ORDER

Co-Chair Bert Stednman convened the neeting at approximately
2:06:05 P M

PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senator Kim Elton

Senat or Donny d son

Senat or Joe Thonms

Senat or Fred Dyson

Al so Attending: DAVE CRAY, Chief of Staff to Senator O son; GUY
BELL, Assistant Conm ssioner, Departnent of Labor and Workforce
Devel opnent; MLES BAKER, Staff to Senator Stedman; KEVIN
BROCKS, Deputy Comm ssioner, Department of Adm nistration; KATHY
WASSERMAN, Al aska Muni ci pal League

Attending via Teleconference: From Anchorage: MKE ANDREWS,
Director, Al aska Wrks Partnership Inc.; From Fairbanks: M CHAEL
SEXTON, Executive Director, Mechanical Contractors; From an
O fnet Location: LARRY SEMMENS, Finance Director, Gty of Kenai

SUMVARY | NFORMVATI ON

SB 124- ALASKA WORKFORCE | NVESTMENT BD ALLOCATI ON

The Conmittee heard from the bill's sponsor, the Departnent of
Labor and Wrkforce Devel opment, and took public testinony. The
bill was held in Commttee.

SB 125- PERS / TRS CONTRI BUT' NS; UNFUNDED LI ABI LI TY

The Commttee reviewed and adopted a commttee substitute. An

expl anation of the commttee substitute was provi ded by Co-Chair
Stedman's staff; the bill's fiscal note was explained by the
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Departnment of Administration, and public testinmony was heard.
The bill reported from Comm ttee.

SB 104- NATURAL GAS PI PELI NE PRQJECT

This bill was schedul ed but not heard.
2:07: 08 PM
#sb124

CS FOR SENATE BILL NO 124(L&C)

"An Act relating to unenploynent contributions for the
Al aska technical and vocational education program and to
the allocation of noney appropriated to the Al aska
Wor kf orce Investnent Board; and providing for an effective
date."

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

Co-Chair Stedman specified that the intent today was to hear an

explanation of the bill fromits sponsor, hear public testinony,
and address Commttee questions. The bill wuld be held in
Conmittee.
2:07:40 PM
Senator O son, the bill's sponsor, infornmed the Conmttee that

this legislation would increase training opportunities for the
wor kforce that would be required to support the anticipated
Al aska gas pipeline project. The University of Al aska
participated in the devel opnent of the bill.

2:08: 29 PM

DAVI D GRAY, Chief of Staff to Senator O son, explained that the
original version of the bill solely proposed expanding the
Alaska Training and Vocational Education Programs (ATVEP)
vocational and technical (Voc-Tec) training opportunities to
include the Voc-Tec training center in Nonme. Subsequently
however, as specified in the Senate Labor and Comerce (L&C)
conmttee substitute before the Commttee, the training
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opportunities were broadened as the result of discussions wth
Al aska Wrk Products, Inc. and the University.

M. Gray noted that to support the additional training
opportunities, funding for ATVEP would be increased as reflected
in the Departnment of Labor and Wborkforce Devel opnent's revised
fiscal note dated April 27, 2007

M. Gay pointed out that the funding levels for current ATVEP
partici pants would be increased under this legislation and three
addi tional Voc-Tec entities would be added: the Northwest Al aska
Career and Techni cal Center in Nong; the Delta Career
Advancenment Center, and the Al aska Wrks Partnership Program
(AWPP). AWPP is "a consolidation of many union training prograns
that are available to both union and non-union Al askans".

M. Gay comunicated that AWP has a history of working with
the University and technical centers throughout the State,
specifically those in rural areas, to train individuals.

M. Gay clarified that ATVEP' s current and proposed funding
levels are depicted on page 3 of the revised fiscal note.
Exi sting program participants' funding levels would sinply be
increased were the |egislation adopted; else wise they would be
unaf f ect ed.

2:11: 38 PM
Senat or Dyson asked how t he school sel ections were nade.
2:12:08 PM

M. Gay reiterated that the original bill only proposed
expanding the program to include the North Arctic Career Center
in None. The Delta Career Center and the Al aska Wrk Products
training program were added at the recomendation of the
Uni versity and Al aska Wrk Products, Inc.

2:12:35 PM

Senator Dyson qualified his concern. The question was whether
other qualified Voc-Tec training schools had been considered or
notified of this opportunity.

2:13: 01 PM
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M. Gay was uncertain whether "a broad solicitation" had been
conduct ed. To that point however, he attested that the
University was aware of the spectrum of Voc-Tec prograns in the
State. The Al aska Wirks Partnership program has al so coordi nated
Voc-Tec efforts throughout the State.

M. Gay enphasized that the intent of this legislation was to
enhance pi peline construction training center opportunities.

2:13: 57 PM

Senator Dyson worried that only government or union schools had
been considered to the detrinent of private trade schools.

2:14: 23 PM

GQJY BELL, Assistant Conmi ssioner, Departnent of Labor and
Wor kf orce Devel opnent, informed the Conmttee he was avail able
to answer questions about the Department's fiscal note.

No questions were forthcom ng.

2:15: 05 PM

M KE ANDREWS, Director, Al aska Wrks Partnership Inc., testified
via teleconference from Anchorage and attested to the benefits

the bill would provide. It "would significantly increase the
ability of our State's trained workers for good paying jobs in
Al aska, particularly those in construction and pipeline

construction jobs".

M. Andrews stated that Alaska Wrks Partnership has a good
working relationship with the training centers supported by
ATVEP. Al aska Wrks Partnership has trained hundreds of workers
fromall regions of the State, including rural and renote areas.
Prograns include building construction, highway construction,
student prograns, and electrical and plunbi ng prograns.

M. Andrews also noted that training is provided regardless of
uni on or non-uni on stat us.

M. Andrews informed the Commttee that the bill is supported by

a wide range of the State's construction industry including
Associ ated CGeneral Contractors of Al aska, nunerous honebuil der
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associations in the State, the North Slope Contractors
Associ ati on, Bri st ol Bay Housing Authority, and W/ der
Construction. Several school districts also work wth Al aska
Wrks Partnership to train youth. The entities that support the
bill are involved in such things as road construction,
commercial and residential building construction, and pipeline
construction in rural and urban areas of the State.

2:18: 08 PM

M. Andrews addressed Senator Dyson's concern regarding how the
training entities were chosen. For the past several years, the
Legislature selected six entities to receive State Voc-Tech
training funds: the University of Al aska, AVTEC, Kotzebue, SAVEC
in King Salnon, Yuut in Bethel, and the Gal ena Regi onal Training
Center. It has been determned that additional training centers
were necessary and places such as the Delta Career Advancenent
Center and the Nome training center were recomended.

M. Andrews stated that Alaska Wrks Partnership was "engaged"
because it "was constructing a pipeline training facility in
Fai r banks" that would offer four types of construction training.

M. Andrews urged the Conmittee to advance the bill.
2:19:10 PM

Senator Thomas acknow edged there being w despread support for
vocational technical training. Wile there has been nention of
school di stricts' i nvol venent with construction training
progranms, he has not heard about an outreach to the State's
mlitary popul ation; particularly young veterans.

2:19: 36 PM

M. Andrews inforned the Commttee that Al aska Wrks Partnership
offers a statewide "Helnmets to Hardhats" program with outreach
to veterans, their spouses, particularly those involved with the
Al aska National Guard and National Guard Reserves. He shared
details of the program and characterized it as "a very active
progranmi. Only one other state has such a program

2:20:19 PM
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M CHAEL SEXTON, Executive Director, Mechanical Contractors of
Fai rbanks, testified via tel econference from Fairbanks on behal f
of contractors in the welding, plunbing, and pipefitting
i ndustry. He appreciated Senator Ason's effort to expand this
training program as these contractors place trenendous enphasis
on hiring |ocal Al askan workers. They have worked for the past
six years with Alaska Wrks Partnership to further training and
hiring of rural Al askans. Expanding this program would
strengthen the Al aska workforce that will be required to support
the pipeline industry. It would also support the operation of
the Fairbanks pipeline training center. He urged the Commttee
to support the bill.

2:22: 38 PM

Co-Chair Stedman invited Guy Bell to discuss the Departnent's
$2,912,200 fiscal note dated April 27, 29007. He also noted the
bill was acconpanied by a $129,600 fiscal note from the
University, dated April 30, 2007. A one page spreadsheet titled
"SB 124: Allocation Changes to Alaska W rkforce Investnent”
[copy on file] has been developed by his office for reference
pur poses.

M. Bell directed attention to the conparison of current and
proposed Program funding as depicted on page 3 of the fiscal
note. The total status quo program funding for FY 08 is
estimated to be $6,043,600. The cost of the program would be
expanded to $9, 166,100 if this bill was enact ed.

2:24: 41 PM

M. Bell stated that the net program increase of $3,122,500
consisted of the projected increase in program revenues and the
increase in distribution amunts to the existing program
entities and the three new program participants.

2:26: 35 PM

Senator O son thanked the Commttee for scheduling this hearing
on the bill. It would benefit the future needs of Alaska and its
citizens.

The bill was HELD in Comm tt ee.

2:27: 13 PM
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#sb125

SENATE BI LL NO. 125

"An Act relating to the accounting and paynent of
contributions under the defined benefit plan of the Public
Enpl oyees' Retirenent System of Alaska, to calculations of
contributions wunder that defined benefit plan, and to
participation in, and termnation of and anendnents to

participation in, that defined benefit plan; maki ng
conform ng anendnents; and providing for an effective
date."
This was the fifth hearing for this bill in the Senate Finance
Conmi ttee.

Co-Chair Stednman specified that this legislation, referred to as
the "cost share bill", pertained to the retirenent funds of the
majority of municipalities in the State.

Co-Chair Stedman advised that a new committee substitute had
been developed. The intent is that this forthcomng conmmttee
substitute, which incorporated the issues discussed by the
Comm ttee, would be reported from Conmitt ee.

2:27:45 PM

Co-Chair Hoffman noved to adopt committee substitute, Version
25-GS1074\ O, and it's acconpanying fiscal notes as the working
docunent ati on.

Co-Chair Stedman pointed out that Menbers' bill packets also
contained a "side-by-side conparison" titled "Analysis of
Changes CSSB 125 vs. SB 125" [copy on file] which conpared
| anguage differences between Version "O and the origina
version of the bill. A five page spreadsheet titled "CSSB 125
Rat e Backup: |Inpact on 22% Enployer Rates of Hold Harm ess and
Recoup provisions” [copy on file] had al so been distributed.

2:28: 47 PM
M LES BAKER, Staff to Co-Chair Stedman, directed his remarks to

the "Analysis of Changes CSSB 125 vs. SB 125" side-by-side
conparison. Sections of Version "O that mrrored |anguage in
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the previously adopted conmmittee substitute, Version 25-
GS1074\K, would not be discussed as those changes had been
addressed during the overview of that commttee substitute on
April 28, 2007

M. Baker announced that the first <change that would be
addressed was the addition of a new section, Sec. 4, on page 3
beginning on line 5. This section addressed concerns regarding
how the 22 percent Public Enployees Retirenent System (PERS)
enpl oyer contribution rate would be allocated. It clarified that
enpl oyers nust allocate three percent of the 22 percent to the
Heal t h Rei nbursenment Arrangenent (HRA). Part of the confusion
was that HRAs were specified in a different State Statute than
the Statute pertaining to the contribution rate.

2:31: 24 PM

M. Baker identified the next change as being in Sec. 19, page 9
line 14. Wile Sec. 4 addressed the HRA allocation concern
regarding PERS, this change would simlarly clarify the Teachers
Retirement System (TRS) enpl oyer contribution rate allocation to
t he HRA account .

2:32:42 PM

M . Baker announced that the nobst substantial change in Version
"O' is in Sec. 21, page 9, line 20. He referred the Conmttee to
the aforenentioned five page spreadsheet. Sec. 21 addressed the
concern that the hold harm ess provisions in the previous bil
versions only applied to PERS enployers. This section was
revised to include TRS enpl oyers who enpl oyed PERS nenbers.

M. Baker continued. Sec. 21(a) established the appropriate
contribution rate for FY 2008 (FY 08). This enabled those
enpl oyers "who had paid excess into the system over the |ast
three years to recoup that excess anount”.

M. Baker specified that Sec. 21(b) would specify the enployer
contribution rates for FY 09 through FY 12.

M. Baker also comunicated that the five-year hold-harnmn ess
provision "would bring sone parity" to those enployers whose
contribution rates had been "substantially below' 22 percent.
This parity effort also considered those entities who had been
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paying substantially nore than 22 percent and who would
experience "a substantial savings in their general fund budget".

M. Baker directed attention to the five page spreadsheet and
noted that the information it depicted, in essence, "justifies
the percentages that are in the bill". The first two pages dea
with the PERS political subdivisions; page 3 deals with entities
referred to as "PERS O her". This would include entities such as
the Al aska Muinicipal League, the Southeast Regional Resource
Center, and the Tlingit Housing Regional Housing Authority. Page
4 depicts school districts and page 5 is a summary of the total.

2:35:36 PM

M . Baker communicated that the spreadsheet contains information
on projected wage bases, entities' FY 07 contribution rates, the
anpunt paid in FY 07 as calculated at the FY 07 enployer
contribution rate fornula, the Al aska Retirenent Managenent
Board (ARMB) recommended rate for FY 08, and the "gain/loss" on
that rate as affected by the 22 percent "fix".

M . Baker, using the spreadsheet as a tool, exanpled the savings
that an entity such as Fairbanks, whose prior contribution rates
were significantly above the proposed 22 percent enployer
contribution rate, would experience.

M. Baker also exanpled the affect of the proposed 22 percent
rate on entities whose FY 07 contribution rate or FY 08 rate,
based on the ARMB adopted rate, was below 22 percent. Any such
community with a dollar amount showing in Colum (9) would be
subject to the "hold-harm ess" credit provision. The result of
that recalculation is depicted in Colum (10).

M . Baker next spoke to colums (12) through (18). Any community
that had paid an excess contribution anount in FY 05, FY 06, or
FY 07 would have an amount reflected in Colum (15). The tota
excess anount paid by communities was $7,194,207. These entities
rates would be adjusted to allow themto recoup their overage in
the fiscal year following the enactnent of this |egislation.

M. Baker specified however that sonme of the conmunities that
made excess contributions had also contributed at a rate |ess
than 22 percent. They would al so be subject to the hold harnl ess
provision. The total affect of the credit adjustnents reflected
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in the bill on their rate was depicted in Colums (19), (20),
and (21).

AT EASE 2:39:26 PM/ 2:39:38 PM

M. Baker continued to address the calculations reflected in
Colums (19) through (21). The provisions pertinent to these
adjustnents are included in Sec. 21 of the bill.

2:40: 08 PM

M. Baker informed that the entities depicted on page 3 of the
spreadsheet were not addressed in the previous conmttee
substitute, as it had not included provisions pertinent to "PERS
O her" enployers. The format of the information on this page
mrrored that of pages 1 and 2.

M. Baker stated that page 4 of the spreadsheet depicted the
affect of this Ilegislation on school districts. The hold-
harm ess provisions would also apply to districts such as the
Nenana School District, which had previously paid a contribution
rate bel ow 22 percent. The total hol d-harm ess amount for schoo
districts was $1, 102, 187.

2:41: 38 PM

M. Baker referred Menbers to the totals depicted on page 5. The
total five year annual hold-harmless anmpbunt is specified at
$5.15 mllion. He allowed that slight adjustrments to this anopunt
m ght occur as payrolls fluctuated. The State would be required
to contribute any amount required beyond the maxi num 22 percent
enpl oyer contribution rate.

M. Baker rem nded the Commttee that the City of Soldotna had
contributed an excess anount of one mllion dollars in FY O05.
Even after re-calculating their FY 08 rate to zero, that overage
could not be recouped in one year. Thus, they were added to the
hold harm ess colum and their rate would be adjusted over a
five-year period as reflected on page 5. As a result, $255, 246
was added to the $5.15 mllion hol d-harm ess amount for FY 08.

M. Baker also noted that "one-tine FY 08 rebate costs to the

State" of $7,194,207 would also be added for a total FY 08 cost
of $12,579,579. The State's costs for each of the follow ng four
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years would be $5,385,372. The rebate expense would not be a
factor.

M. Baker noted that this expense was a conponent of the
Department of Administration's fiscal note.

2:43:58 PM

KEVI N BROOKS, Deputy Conmm ssioner, Departnment of Adm nistration,
t hanked M. Baker for developing the five-page spreadsheet. It
was hel pful to the Departnment when they <conpiled this
conplicated fiscal note.

M. Brooks remnded the Commttee that Governor Sarah Palin
based her FY 08 operating budget on the enployer contribution
rates that were calculated last fall. The State's PERS
contribution rate at that tinme was projected to be 44 percent.
The average PERS enpl oyer rate at the tinme was 39 percent.

M. Brooks specified that "the increases for that rate increase"
have since been "backed out" of the operating budget. The
operating budget in its current form specifies 22.5 percent for
the State's enployer contribution rate. This was the current FY
07 rate. That nunber was the starting point for devel oping the
Departnment's fiscal note.

2:45:40 PM

M. Brooks also noted that the FY 08 operating budget, as
presented in HB 95- APPROP: OPERATI NG  BUDGET/ LOANS/ FUNDS
included a $180 mllion appropriation for PERS. That nunber
should be subtracted from the $193,113,200 FY 08 expense
depicted in the April 30, 2007 fiscal note. Thus "the
differential" increase is $13,100,000. $12,600,000 of that
reflects the $5.4 mllion in hold harm ess noney and the $7.2
mllion rebate provision. The $500,000 renmaining variance could
be the result of various changes in formulas.

2:47. 22 PM

M . Baker attested that a wvariance in the nunbers was
i nevi t abl e, "depending on which nunbers were run". The
calculation was based on projected salaries for all the

enployers and the FY 05 valuations. The nechanics of the
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calculation would attribute to the seemingly "half mllion
dol | ar rounding error”.

Co- Chair Stedman acknow edged the expl anati on.
2:47:59 PM

M. Brooks noted that this concluded his fiscal note comments.
He was avail able to answer Comm ttee questions.

2:48: 11 PM

Senator O son asked whether the $180 mllion the Governor
included in the FY 08 operating budget should al so be subtracted
fromthe $218, 287,000 FY 09 expense depicted on the fiscal note.

M. Brooks clarified that the entire anount depicted on the
fiscal note would be required in the out-years. As specified in
the bill, the State would be obligated to provide any anount
beyond the 22 percent paid by enployers. He understood that
going forward that annual appropriation would not be included in
t he operating budget. Thus, $218, 287,000 would be required in FY
09. As the result of provisions in the bill, this anobunt is
expected to decline in FY 2011

2:49:19 PM

LARRY SEMMENS, Finance Director, City of Kenai, testified via
tel econference from an offnet | ocation and thanked the
Commttee, the Legislature, and the Admi nistration for the hard
work on this bill. He was pleased with the results and supported
the bill being noved forward.

M. Semmens infornmed the Commttee that the Alaska Retirenent
Managenment Board (ARMB) recently passed a resolution specifying
that if the direction of the bill continued "in its present
form', they would "support |owering the enployer average rate to
32.51 percent".

2:50:18 PM

Co-Chair Stednman thanked M. Semrens for the contribution he has
made in addressing this issue.

2:50: 28 PM
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KATHY WASSERMAN, Al aska Munici pal League (AM.), spoke in "ful
support” of the bill. She also appreciated the efforts exerted
to develop this bill; particularly those of Comm ssioner Annette
Kreitzer and Melanie MIlhorn wth the Departnent of
Adm nistration; Mles Baker wth Co-Chair Stedman's office;
Larry Semmens, M chael Lanmb, and Co- Chair Stednan.

Ms. Wasserman expressed that this legislation would provide
"sone closure to a very, very huge controversial issue" to AM
menbers and ot hers.

2:52: 00 PM

Co- Chair Hoffrman acknow edged the effort put into this bill;
however, he exclainmed there being "no rhyme or reason to the
probl enms that people are experiencing above the 22 percent, and
| think that that goes to the Chairman when he |ooked at

resolving this problem There still is sonme inequities in what |
perceive as assistance to those communities and we are still
contenplating a revenue sharing bill that can try to bring sone

resenbl ance of fairness to the other comunities that aren't
participating in PERS".

Co-Chair Hoffman asked M. Wisserman whether AM. continued to
support the devel opnment of "a revenue sharing program with sone
resenbl ance of fairness to offset the big beneficiaries of this
| egi sl ation".

Ms. Wasserman answered in the affirmative. AML hoped there would
be "some cash infusions”" to help those communities that are in
need.

2:53:40 PM

Senator Elton voiced appreciation for the work conducted by Co-
Chair Stedman and his staff on this bill.

Co-Chair Hoffman repeated his earlier notion to adopt conmmttee
substitute, Version 25-GS1074\ O as the worki ng docunent.

There being no objection, Version "O' was ADOPTED.

Co-Chair Hoffman noved to report the bill from Conmttee with
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.
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Co-Chair Stednman repeated the notion and specified that the
spreadsheet would be included as part of the fiscal note.

There being no objection, CSSB 125(FIN was REPCRTED from
Commttee with new $193, 113,200 fiscal note from the Departnent
of Admi nistration, dated April 30, 2007.

[ NOTE: Co-Chair Stedman ordered a four-page March 29, 2007 Buck
Consul tants response letter [copy on file], addressed to Kathy
Lea, Retirenent Benefits Manager, Departnent of Admnistration
regarding an unidentified PERS Analysis Request [copy nhot
provi ded] to be attached to the Commttee Report.]

Co-Chair Stedman thanked the Comrittee for the attention
provided to this bill. It was a step forward in addressing the
State's retirenent systemissue.

#

2:55: 25 PM

Co-Chair Stedman conducted housekeeping of the next day's
Comm ttee neeting schedul e.

ADJ OURNIVENT

Co- Chair Bert Stedman adjourned the neeting at 2:55:55 PM
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