SENATE FI NANCE COW TTEE
March 12, 2008
2:57 p.m

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 2:57:17 PM

VEMBERS PRESENT

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

Senat or Donny O son

Senat or Joe Thomas

Senat or Fred Dyson

MEMBERS ABSENT

None
ALSO PRESENT

John Wise, Staff, Senator Lyman Hoffrman; Dan Fauske,
CEQ Executive Director, Alaska Housing Finance Corporation

Department of Revenue; Kate Troll, Executive Director,
Al aska Conservation Alliance; Megan \Waggoner, Juneau;
Madel in Siedl er, Juneau; Representative M ke Doogan; Senator
Johnny Ellis; Dana Owen, Staff, Senator Johnny Ellis; Tom
Brice, Agent, Alaska District Council of Labors; Don
Et heri dge, Al aska AFL-CI O

PRESENT VI A TELECONFERENCE

Scott Waterman, Valdez; David Ruiz, Menber, Laborers Union
341; Larry Brink, Anchorage; Elsa Billingham Anchorage;
Wayne Stevens, President, Alaska State Chanber of Commerce;

St eve Haagenson, Executive Di rector, Al aska  Energy
Aut hority; Jerry MCutcheon, Anchor age; Phi | St eyer,
Director, Chugach Electric Association

SUMVARY

SB 289 "An Act relating to hone energy conservation and

weat heri zation for purposes of certain prograns of
t he Al aska Housi ng and Fi nance Corporation.”

SB 289 was heard and HELD in Conmittee for further
consi der ati on.

CSHB 260( STA)
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"An Act relating to a State O ficers Conpensation
Comm ssion and establishing how |egislators, the
governor, the |ieutenant governor, and executive
departnent heads shall be conpensated; providing
for an effective date by repealing the effective
dates of certain sections of ch. 124, SLA 1986
and providing for an effective date."

CSHB 260( STA) was heard and HELD in Commttee for
further consideration.

SB 120 "An Act relating to the calculation and paynent of
unenpl oynent conpensati on benefits; and providing
for an effective date."

SB 120 was heard and HELD in Conmittee for further
consi derati on.

SB 246 "An Act establishing a working group to analyze
the potential of a hydroelectric power project on
the Susitna R ver; and providing for an effective
date."

SB 246 was heard and HELD in Conmittee for further
consi derati on.

2:57:27 PM

SENATE BILL NO. 289

"An Act relating to honme energy conservation and
weat heri zation for purposes of certain prograns of the
Al aska Housi ng and Fi nance Corporation.”

Co- Chair Hof fman, sponsor, announced that SB 289 was
i ntroduced to address energy needs throughout the state.

JOHN WEI SE, STAFF, CO CHAIR HOFFMAN, referred to a handout
entitled “SB 289 Honme Energy” (copy on file.) He explained

page 1, the Housing Assessnment Survey 2005. It was
estimated that in 2005 there were about 277,000 housing
units in Al aska. The percentage of older housing was
increasing and the ©percentage of newer housing was
decr easi ng. Househol ds eligible for weatherization - 60
percent of nedian income - nunbered about 45, 000. The

nunber of househol ds that reported being drafty was about 45
percent or about half of all houses in Al aska.

M. Weise explained on page 2 that SB 289 would work with
the Al aska Housing Finance Corporation (AHFC) to be nore
responsive to Al askan’s being inpacted by high energy costs.
The bill updates and expands the hone energy efficiency and
weat heri zation prograns within AHFC
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M. Wise turned to page 3, weatherization. The focus is on
energy efficient inprovenents and directs avail able funding
to itenms that wll save the nobst energy. Typi ca
i nprovenents include air sealing, insulating, and inproving
heati ng efficiencies.

M. Wise comented on page 4, Energy Efficiency and
Weat herization Program He related that after neeting with
AHFC, a two-pronged approach was decided. The first was to

focus on the weatherization program already in effect. It
is a grant program available to Al askans at the 60 percent
nmedi an incone level. This bill would raise the level to 100

percent medi an incone. Low i ncone Al askans would continue
to receive priority.

M. Wise reviewed a graph on page 5, Median Incone
Gui del i nes.

3:02: 33 PM

M. Weise pointed out the inpact of SB 289 as shown on page
6. |In past years roughly $4.8 million was spent a year and
600 househol ds were hel ped. Funding at the 60 percent |evel
woul d not neet Al aska’s needs. The expanded program which
woul d request $200 nmillion, adjusts the nmedian to 100
percent and woul d serve 17,400 househol ds.

M. Wise turned to the second program as describe on page
7, Home Energy Rating Rebate Program Honmeowners woul d need
to self finance or get a loan and an energy audit would be
required. The rebate would be based on inproved energy star
ratings.

M. Weise detailed the Energy Star Ratings on page 8. Each
step would equal an increase in the rebate. He shared
expect ati ons based on past research |listed on page 9. There
is an expected 30 percent reduction in honme energy costs.

M. Wise sunmarized SB 289 by saying it would be an
i nproved and nore flexible process for AHFC to respond to
rising fuel costs. Exi sting AHFC progranms will be nore
responsive and nore Al askans wi |l be hel ped.

3:06: 33 PM

M. Weise sumuarized that the bill renpbves two progranms no
| onger in existence. It adds energy efficiency, as shown on
page 3, line 6 of the bill, and noves to 100 percent nedian
i ncorme.

Co-Chair Stedman requested a synopsis of the prograns
begi nni ngs and successes.

3:07:47 PM
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DAN FAUSKE, CEQ EXECUTIVE DI RECTOR, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, t hought t hat t he
weat heri zati on program has been around for about 20 years.

SCOTT WATERMVAN, VALDEZ, reported that the weatherization
program has been around since 1978. The hone energy rebate
program was in existence from 1992 to about 1995 when the
funding ran out. It has not been reauthorized for refunding
since then.

Co-Chair Stedman asked how nmany vyears it has been
under f unded. M. Fauske replied that there is a line item
in the capital budget for weatherization. It was generally
funded between $3.5 nillion and $6 mnmllion. He reported
that the weatherization is especially effective now wth
high oil prices. He detailed how weatherization results in
savi ngs to a honmeowner

Co-Chair Hoffman pointed out that housing construction is
down at this time. M. Fauske explained that prior to the
bill there was interest by hone builders in hone
weat heri zati on under the existing program There is a great
deal of excitenent by hone builders to inplenment an expanded
program

3:13: 26 PM

KATE TROLL, EXECUTI VE DI RECTOR, ALASKA CONSERVATI ON ALLI ANCE
(ACA), testified in support of SB 289. She related that
energy issues are a priority in ACA's goals, especially in
light of the energy crisis in rural Al aska. Many states
have inplenmented such energy prograns and have provided
savings to hone owners. She shared statistics about savings
from such prograns and about the possible reduction of
carbon emni ssions. She enphasized that the bill provides
short-term assi stance and she encouraged support, also, for
HB 252, which deals with investing in renewabl e energy. She
added that SB 289 woul d create nore jobs.

3:18:19 PM

MEGAN WAGGONER, JUNEAU, testified in support of SB 289. She
thought it was increasingly inportant for homes to be nore
energy efficient. She terned the subsidy an excellent
incentive for people to start I|ooking at their energy
habits. She noted that rural conmmunities would benefit the
nost from this legislation, but that all conmmunities would
be grateful.

MADELI N SI EDLER, JUNEAU, spoke in support of SB 289. She
rel ated that she belongs to a generation that is beginning
to value responsible resource consunption, and home energy
efficiency is a keystone issue in this novenent. She
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mai ntained that we have a duty to ourselves and to the
future to conserve resources. She nentioned the financial
benefits from this 1|egislation. She called SB 289 a
tremendous step in the right direction to a nore sustainable
energy future.

SB 289 was heard and HELD in Commttee for further
consi der ati on.

AT- EASE: 3:21: 06 PM

RECONVENE: 4:01: 20 PM

CS FOR HOUSE BILL NO.  260( STA)

"An Act relating to a State Oficers Conpensation
Comm ssion and establishing how |legislators, the
governor, the |Ilieutenant governor, and executive
depart nent heads shall be conpensated; providing for an
effective date by repealing the effective dates of
certain sections of ch. 124, SLA 1986; and providing
for an effective date."

REPRESENTATI VE M KE DOOGAN, sponsor, reported that the bil

is an attenpt to restore a conpensation comm ssion nodel ed
after a conpensation conmssion in Alaska in the late
1970's, the last conpensation systemthat worked. There are

several repealers in the bill that would take out sone
aspects of current |aw The bill would establish a
comm ssion of five citizen nenbers all appointed by the
Gover nor. One would be appointed from a list prepared by

t he Speaker of the House, one from a |ist provided by the
President of the Senate, and the other three would be at
| ar ge nenbers. None of the nenbers can have served in a
position over which the conm ssion has authority, for the
previ ous four years.

Representative Doogan explained that the bill covers the
Governor, the I|ieutenant governor, executive departnent
heads, and legislators. It is staffed by the Departnent of

Adm ni stration. There is a fiscal note for $7,500. The |aw
requires the conmssion to report at |east every two years.
It does not require that the report change conpensation.
The recomendations of the commission take affect wunless
they are specifically rejected by the |egislature. The
| egislature retains authority over what happens to
conpensati on because it does require a specific
appropriation to fund it. This is not an arrangenent
peculiar to Al aska. He referred to a report in nenbers’
packets fromthe National Council of State Legislators.

4:05:31 PM
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Senator Thomas asked about the |egal services nenorandum
Representative Doogan recalled that in the House State
Affairs Commttee, a question was raised whether or not this
| egislation should be a resolution. The letter is a |lega
opinion that it should be a bill.

Co-Chair Stedman asked if a sunset provision is needed.
Represent ati ve Doogan hoped it would continue into infinity,
if it works. If there are problens, it can be renoved from
statute.

Co- Chai r Hof f man not ed t hat t he conmi ssioner’s
recommendations would take effect unless rejected by the
| egi sl ature. He wondered if that would include the first
recommendati on. Representative Doogan said it woul d.

Senator Elton asked if “executive departnent head” refers to
conmi ssi oners. Represent ati ve Doogan thought that was the
| anguage needed to refer to conm ssioners.

Co-Chair Stedman noted the small fiscal note. He said he
would refer the bill to a finance subconmmttee nmade up of
Senator Elton - Chair, Senator O son, and Senator Dyson.
He felt there was a relationship between the salary
structure and some of the recent inproprieties.

CSHB 260( STA) was heard and HELD in Conmittee for further
consi derati on.

4:10: 22 PM

SENATE BILL NO 120

"An Act relating to the calculation and paynent of
unenpl oynent conpensation benefits; and providing for
an effective date."

SENATOR JOHNNY ELLI'S, sponsor, explained the intent of the
bill. He reported that the bill is a result of a year-1long
st akehol ders process <conducted in the Senate Labor &
Commerce Conmittee. There were nunerous work sessions with
busi ness groups, |abor advocates, Departnent of Labor
experts, staff, and comm ttee nenbers.

Senator Ellis pointed out that a healthy unenploynent
i nsurance system benefits all Alaskans. |t provides a shock
absorber for businesses, individuals and famlies hit by
econom ¢ change. It helps both businesses and workers.
Al askan workers stay in Alaska, ready for jobs when business
pi cks up. Enpl oyers maintain a stable, ready pool of
experienced workers.

Senator Ellis reported that Alaska' s unenploynment insurance
system has been soundly managed. It has never depleted its
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trust fund. O her states have depleted their trust funds
during tinme of economc stress. Alaska' s system has al ways
been able to maintain paynents, even during the severe 1986
oil price crisis.

Senator Ellis enphasized another inportant consideration -
wage replacenent. The unenpl oynent insurance system seeks
to replace roughly 50 percent of |ost wages, a goal
repeatedly confirmed by presidents and conmi ssions over many
decades in the United States. Al aska’ s wage repl acenent
rate is dead | ast anong all states. It was 25.8 percent in
2005 and is likely to be even | ower today.

Senator Ellis pointed out that Alaska s benefit anount has
fallen far behind wages. The maxi mum weekly benefit anount
of $248 is the fourth lowest in the nation. Al aska’ s
maxi mum weekly benefit anmount has not been adjusted since
1997. El i gi ble wages are capped at $26,500. One third of
Al askan wage earners earn that nuch or nore, but are limted
to $248 in weekly benefits.

Senator Ellis reported that tax rates are |ow. Now is the
time to raise the benefit anount. Al aska’s 2008
unenpl oynent insurance tax rates for enployers are the
[ owest in 28 years. There is roomto raise the benefit -
the $370, which represents a restrained, conpronised weekly

benefit anount. CSSB 120 (L&C) would raise the average
enpl oyer cost $25 per enployee from the 2008 |evel. The
total out-of-pocket cost to enployers would remain $89 bel ow
2007 level. The enployee cost will rise $37 per year over
t he 2008 anount.

4:16: 09 PM

Senator Ellis said the Senate Labor & Comerce version
represents a conprom se. Benefits need to be raised.
Enpl oyers view the system as too costly. The bill shifts
costs fromthe enployers to enployees. Currently enployers
pay 80 percent, enployees 27 percent. Under the bill,
enpl oyers would pay 73 percent and enployees would pay 27
per cent . Alaska is one of only tw states that actively
mandat e enpl oyee contri butions. New Jersey is the other

one. New Jersey’s nmaxi mum weekly benefit is $536; Al aska’'s
is $248. The bill would raise it to $370.

Senator Ellis explained that the bill includes an automatic
inflation proofing mechanism It will help to avoid having
to address the issue every year.

4:19:17 PM

Senator Ellis stressed that Alaska nust enact the
confidentiality statutes. The first eight sections of the
bill are confidentiality related. Federal |aw requires al
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states to protect wunenploynent insurance data by October
2008. Failure would nmean the loss of $19.1 mllion in
federal funds to the state. Al aska busi nesses woul d pay an
additional $87 mllion in taxes if the statutes are not
updated in regards to confidentiality.

4:20: 55 PM

DANA OVEN, STAFF, SENATOR JOHNNY ELLIS, expl ai ned a handout
entitled “The Case for Raising Al aska’ s Unenpl oynent Benefit

Amount ” (copy on file.) He highlighted page 1,
“Unenpl oynment | nsurance Maxi mum Wekly Benefit Anmount by
State,” which illustrates where Al aska's weekly benefit
falls in relation to other states. Al aska is 48", New

Jersey, a state that has an enployee contribution to the
unenpl oynent insurance tax system is third fromthe top.

M. Owen discussed page 2, “Alaska s Maxi num Weekly Benefit
— Unenpl oynent | nsurance 1966 - 2006.~ This stair step
chart illustrates the history of raises in the unenpl oynent
i nsurance benefit anmount. The rate of $248 was achieved in
1997. This is the longest stretch, since 1966, of not
rai sing rates.

M. Owaen interpreted the table on page 3, “Alaska' s
Unenpl oyment | nsurance — Wekly Benefit Anmount Schedule.”
This chart shows the effect of the 1997 anmendnent and the
range of anobunts earned under the unenploynent insurance
system

M. Owen reported that page 4, “Alaska Unenpl oynent
| nsurance — Recipients by Wekly Benefit Anount, 2000.” It
illustrates that the Jlargest portion of unenploynent
i nsurance recipients are naxed out at $248 weekly benefit.

M. Owen explained the graph on page 5, “Average Wge
Repl acenent Rates — By State, 2005". Alaska is at the
bottom of the I|ist.

4:23: 05 PM

M. Owen depicted “Repl acenent Rates — Western States, 2005”
on page 6. He pointed out that Alaska is the |owest at 25.8
percent.

M. Onen showed on page 7 how “The Target Gets Farther Away
— Alaska, 1987 to 2007.” The anount of benefit dimnishes
inrelation to the anobunt of wage it repl aces.

M. Onmen discussed the “Average Wekly Benefits Anount
(AVBA) as a Percentage of Average Wekly Earnings — 2006."

M. Owen noted that the chart on page 9, the “Estinmated
Annual Unenpl oynent | nsurance Enpl oyee Tax Cost with Maxi num
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Weekly Benefit Anmount |ncreased, Tax Share Ratio Changed,
and M ni mum Qual i fying Wage Rai sed, Effective January 2009,”
is what is presented in the Labor and Commerce version of

the bill. The enployee rate would increase from $157 to
$194 by the tinme the rate phases in, in 2013. This is a $37
increase in the enployee paynent. The graph on page 10

depicts “Estimated Annual Cost per W rker for Average
Enpl oyer wi th Unenpl oynment | nsurance Maxi mum Qualifying Wage
Rai sed, effective January 20009. In 2007 the estimated
annual cost per worker for the average enployer was $584.
In 2008 that nunber drops dramatically to $470. It
continues to decline until 2010 when the effect of SB 120
conmes into play. When it is fully in effect in 2013, the

cost of $495 is still bel ow what enpl oyers were paying | ast
year .

4:25:49 PM

Senator Ellis pointed out that business groups requested
that this bill be phased in. He summarized that the bill is
| ong overdue, is a reasonable well-crafted conprom se, and
is nearly cost neutral. This is the right tine; the rates
are the lowest in 28 years. It is a reasonable conprom se.
4:27:22 PM

DAVI D RU Z, MEMBER, LABORERS UNI ON 341, Anchorage, testified
in support of SB 120.

LARRY BRI NK, ANCHORAGE, testified in support of SB 120.

ELSA BI LLI NGHAM ANCHORAGE, testified in support of SB 120.
She shared a personal story regarding unenpl oynent benefits.

WAYNE STEVENS, PRESI DENT, ALASKA STATE CHAMBER OF COWVIVERCE
testified in support of SB 120. He included a letter of
support in the nenbers’ packets (copy on file.)

4:36:18 PM

Senator Elton referred to the chart that | ooks at past costs
of the enployee to the enployer. The bill reflects a
savings to the enployer. He wondered if the figures were

inflation adjusted. M. Stevens said he did not know.

M. Omen thought they were nomnal dollars and did not
i nclude adjustnent for inflation. Senator Elton concl uded
that the savings to the enpl oyer are even greater.

4:38:34 PM

TOM BRICE, AGENT, ALASKA DI STRICT COUNCIL OF LABORS
testified in support of SB 120. He nentioned a concern
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about the perception that the enployee will have to buy the
i ncrease, going from 20 percent to 27 percent.

DON ETHERI DGE, ALASKA AFL-CIO testified in support of SB
120.

4:40: 38 PM

Co-Chair Stedman asked if anyone opposed the bill.

Senator Ellis reported that the National Federation of
| ndependent Businesses included a letter in the nenbers’
packets which stated opposition to the bill. There are
others that don’t believe in unenploynent insurance or that
it should be paid 100 percent by the enpl oyer. He shared
di scussi ons regardi ng the phase-in aspect of the bill.

Co- Chair Stednman asked how long the groups worked on the
bill. M. Onen said about a year. Senator Ellis added that
he has received a letter from AGC stating sonme support for
the bill.

SB 120 was heard and HELD in Commttee for further
consi derati on.

AT- EASE: 4:44: 40 PM

RECONVENE: 4:47:56 PM

SENATE BILL NO. 246

"An Act establishing a working group to analyze the
potential of a hydroelectric power project on the
Susitna River; and providing for an effective date."

Co-Chair Stednman reported that the bill deals with an issue
the comm ttee has been struggling with for several years.

Senator Joe Thomas, sponsor, explained the purpose of the

bill. SB 246 will direct the Governor to have the Al aska
Energy Authority (AEA) analyze the hydroelectric potential
of the Susitna River. The AEA wll review and update

studi es done in the past, evaluate cost analysis, financing
options, <current and future demand, and other critical
issues to determne the feasibility of the project. The
Governor will submt a final report to the |egislature not
later than July 1, 2010.

In recent years, Alaskans have seen their energy costs
skyr ocket . These ever-rising costs and uncertain supplies
not only make it difficult for Al askans across the state to
make ends neet, but al so have an adverse inpact on economc
gr ow h.
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The energy produced by a hydroelectric facility is
predi ctable, stable, clean and |ow cost. Currently, the
Bradl ey Lake hydroelectric dam produces energy for the
Rail belt at just $.05 per kW, far below the $.176 per kW
that the Interior is currently paying.

In addition to these factors, the mgjority of our conbustion
turbine power plants along the Railbelt are over 30 years
old and all will need retrofitting and repl acenent that wll
cost between $1 billion and $2.5 billion over the next ten
years. Once these replacenents begin, we will continue with
the sanme rising energy costs, fluctuating operating
expenses, and high polluting facilities that the citizens of
the state have experienced in the past.

Twenty-five years ago, when a dam along the Susitna River
was |ast |ooked at, Cook Inlet Gas cost $.21 per nmillion
cubic feet, the population and energy demand along the
Rai | belt was substantially |less than today, and energy costs
were nowhere near what they are today. He said he believes
all these factors, along with environnental and long-term
energy considerations, nerit a reopening of the Susitna
di scussi on.

Nothing is as conprehensive of an approach to reducing
costs, em ssions and dependence on finite, non-renewable
energy production for the Railbelt and adjacent areas as a
Susi t na Dam proj ect.

Senator Thomas referenced the high price of oil and gas. He
noted that the fiscal note is broken down according to tasks
with the objectives clearly laid out. He encouraged the
commttee to support the passage of SB 246

4:52:25 PM

Co-Chair Stedman asked if this is a broader reaching energy
anal ysis scope, farther reaching than just the Susitna
project. Senator Thomas agreed that it was not limted to a
Susitna study. Co-Chair Stedman asked what the conparative
energy supplies are: a bullet line, inported LNG gas line
strikes in Cook Inlet, coal, etc. Senator Thormas added
ot her potential hydro in the Railbelt.

4:53: 44 PM

Senator Elton wondered if the Railbelt Energy Fund was nore
appropriate as the funding source. Senat or Thomas agreed
that the fund would be appropriate. Co-Chair Stedman noted
that it also includes a |look at the transm ssion |ines.
Senator Thomas agreed that it did Iook at updating
bottl enecks. Co-Chair Stedman thought the commttee should
| ook further into the Rail belt Energy Fund.
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Co-Chair Stedman noted the fiscal note contains $2.7 mllion
in FY 09 followed up by $1.5 million in FY 2010.

4:55:17 PM

STEVE HAAGENSON, EXECUTI VE DI RECTOR, ALASKA ENERGY
AUTHORI TY, spoke of the benefits of hydroelectric energy
proj ects. He suggested identifying the potential savings
and benefits from using hydroelectric energy. He testified
in favor of SB 246

Co-Chair Stedman offered the nunbers of $10 billion to $15
billion for cost of the Susitna hydroel ectric project.

JERRY MCCUTCHEQON, ANCHORAGE, testified against SB 120.
5:03:52 PM

PH L  STEYER, DI RECTOR, CHUGACH ELECTRIC  ASSOQOCI ATI ON,
testified in support of SB 246. The Railbelt is heavily
dependent on natural gas from the Cook Inlet Basin to

generate electricity. Electricity from the three current
hydro projects is the |east expensive, but it is at its
[imt. As the price of natural gas has risen, so has the
cost to the public. Chugach is looking for a Susitna

hydroel ectric project for the Railbelt.

Senator Thomas concluded by saying that this was a nuch-
needed project. He thought that future gas should not be
used to solve energy needs, but rather should be sold and
export ed. He suggested that there is a strong need to go
forward with this bill.

SB 246 was heard and HELD in Commttee for further
consi derati on.

ADJ OURNVENT

The neeting was adjourned at 5:07 PM
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