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LI NDA HALL, Director
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Depart ment of Comrerce, Conmunity & Economi c Devel opnment ( DCCED)

Juneau, AK
PCSI TI ON STATEMENT: Conment ed on ACHI A updat e.

CECI L BYKERK, President

Bykerk Consulting, LLC

Juneau, AK

POSI TI ON STATEMENT: Comment ed on ACHI A updat e.

REPRESENTATI VE COGHI LL

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of HB 226.
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Anchor age, AK
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DENNI S TRAYLOR

Sout hcentral Al aska Buil ding and Construction Trades
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TOM BRI CE

Al aska District Counsel of Laborers
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PCOSI TI ON STATEMENT: Supported HB 226.

JOHN MACKI NNON, Executive Director
Associ ated General Contractors
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Juneau, AK
POSI TI ON STATEMENT: Supported HB 226.

KEN PELTI ER, Admi ni strator

Al aska Operating Engi neers and Enpl oyers Training Trust
Anchor age, AK

POSI TI ON STATEMENT: Supported HB 226.

JONATHAN SM TH

Al aska Regi onal Council of Carpenters
Juneau, AK

POSI TI ON STATEMENT: Supported HB 226.

SENATOR FRENCH

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of SB 153.

COLONEL AUDI E HOLLOWAY, Director

Al aska State Troopers

Department of Public Safety (DPS)

Anchor age, AK

PCOSI TI ON STATEMENT: Supported SB 153 with a nore definite fiscal
not e.

VI NCE BELTRAM , Presi dent

AFL-Cl O

Anchor age, AK

PCSI TI ON STATEMENT: Supported SB 187.

SENATOR JCE THOVAS

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Co-sponsor of SB 187.

PAT LUBY, Advocacy Director

AARP

Anchor age, AK

POSI TI ON STATEMENT: Supported SB 187.

PAUL WOLFSON

Tuck School of Business

Dart nout h Col | ege

Dart nmout h, NH

PCSI TI ON STATEMENT: Supported SB 187.
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Al aska State Capitol
Juneau, AK 99801-1182
POSI TI ON STATEMENT: Sponsor of SB 197.

STEVE CLEARY, Executive Director

Al aska Public Interest Research G oup (AKPIRG

Anchor age, AK

PCSI TI ON STATEMENT: Ent husi astically supported SB 197.

DAVI D LAVER, Senior Vice President and General Counsel
First National Bank of Al aska

Anchor age, AK

PCSI TI ON STATEMENT: Opposed SB 197.

Bl LL SCANELL, representing hinself
No Address provided
POSI TI ON STATEMENT: Supported SB 197.

JOHN FARLEI GH, representing hinself
Anchor age, AK
POSI TI ON STATEMENT: Supported SB 197.

ACTI ON NARRATI VE
CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing

Commttee neeting to order at 2:03:05 PM Present at the call to
order were Senators Davis, Bunde, Stevens and Ellis.

2: 05: 09 PM

ACHI A Updat e

CHAIR ELLI'S announced that the first order of business was the
update presentation on the Al aska Conprehensive Health |nsurance
Association (ACH A) by the division director.

LI NDA HALL, Director, Division of Insurance, Departnent of
Commerce, Conmunity & Econom c Devel opnment (DCCED) i ntroduced
M. Bykerk, Executive Director, ACH A (better known as the high
risk pool). She said this group provides critical functions and
with this year’s interest in health insurance they are here from
out of state to try neet as many legislators as possible and to
talk about the program She also introduced Shawn Pollock and
Brian Angel, nenbers of the ACH A board.

CECI L BYKERK, President, Bykerk Consulting, LLC said the purpose
of the Al aska Conprehensive Health Insurance Association (ACH A)
was to create a nechanism for people who are unable to buy
medi cal insurance because they have mmjor health problens to
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have coverage. They know losses will conme forward with these
people and he said the pool was never intended to be self-
sust ai ni ng.

He went to a pie chart of where noney has cone from to support
the claim paynments of over $60 mllion. It indicated a third of
ACHI A's funding comes from the policy holders thenselves - so
they are paying a part of their way w thout being a burden on
the community through unpaid hospital and doctors bills. Another
piece on the chart indicated a federal program that has been

available for a few years; it wasn't funded |ast year, but
Al aska will get about $1 mllion from the program this com ng
federal fiscal year. The majority of the shortfall is made up

t hrough assessnents on the health insurance witers of the state
— prorated based on approxinmately 1 percent of gross prem um
vol une. Over $40 nmillion has been assessed fromthem Wile that
money cones from the conpanies, it trickles down one way or the
other from the policy holders. Sone conpanies directly charge
for it and others bury it in their prem um and expenses.

He explained that I|egislation was passed |ast year so that
begi nning in 2008 conpanies witing in Al aska can offset $.50 on
every dollar they paid in assessnent last year. Alittle over $6
mllion was assessed last year and so the conpanies wll in
ef fect be reinbursed by the state for $3.1 million. So the state
is supporting the programin that way starting this year.

2:11:07 PM

MR. BYKERK said ACHA is not a welfare program and it is not
meant to conpete with the average health insurance conpanies
that are funding the program ACH A is limted by statute to a
50 percent mark up from the average premiumin the market place;
nost recently they have been at about 35 — 40 percent mark up so
that people can afford to cone in. He said sone states have | ow
i ncome subsidy progranms, but Alaska doesn’'t and that could be
considered. But he said he was here to provide information and
the biggest piece of information is the know edge that they
exist. Therefore, they are aggressively working on a new
mar keting canpaign so that nore people will be aware of the
program s exi stence. He also nentioned that since 1997, they are
the federally required H PAA mechanismfor the State of Al aska.

2:15:42 PM
SENATOR BUNDE suggested nmaking a flier for legislators to use as
a resource to give to constituents.

CSHB 226( FI N) - REPEAL TERM NATI ON OF STEP PROGRAM
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2:18: 43 PM

CHAIR ELLIS announced CSHB 226(FIN) to be up for consideration
and that he has instructed a CS to be witten that would extend
the programto 2018 to conport with sone of the gasline training
pl ans the state hopes to have. He, personally, along with a |ot
of other people, wanted to see the State Training and Enpl oynent
Program ( STEP) program made pernmanent in statute.

REPRESENTATI VE COGHI LL, sponsor of HB 226, explained that when
he woriginally introduced this bill the STEP program was
permanent. Mainly he sees that sone people who need retraining
or who are marginally enployed need an avenue to get into the
wor kforce. In the foreseeable future, Alaska is going to have
wor kf orce devel opment struggles in every nmajor professional
career field. The STEP program has proven to him that it can
fill that need.

He said the programis not without its problens and union issues
revol ve around philosophies of different admnistrations. Wile
he favors non-union, he realized that unions do sone good work.
They have the best training in the world, for one, and this
program has hit one of the sweet spots of Alaska where people
real ly have the need.

2:22: 37 PM
The House gave it a 2009 sunset date because it wanted to see
how the STEP grants were handled. He agreed with that, but he

didn't want to sunset it every year. |It’'s right to be
accountable, so he proposed putting it into the DOL and then
| ooking for places to fund it. In his view then, the funding

woul d be part of the annual question of what the legislature
| ooks at.

He said that part of +the funding cones from unenploynent
i nsurance, so the annual review would include the workforce
devel opnent reports and unenpl oynment insurance accounting. This
was enough for him but it wasn't for the nmpjority menbers in
the House. That is why the reporting nmechanismis in the bill
and that is okay with him He said there are other progranms, but
the STEP program is one good tool that pronotes a healthy
wor kf or ce

2:27:33 PM

CLI CK BI SHOP, Comm ssioner, Departnent of Labor and Wrkforce
Devel opnent (DOLWD), said the STEP program has denonstrated
tremendous success in training Alaska's workers in Al aska
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careers for over 19 years. Over 24,000 Al askans have been served
by the program and each year it is evaluated. It continually
denonstrates its overall success. Sone of the performance
highlights are that nore than 94 percent (1,643) of the trainees
had enploynment within 12 nonths after conpleting the program
STEP participants earned over $71 mllion in Al aska wages in the
year followng training, a 35 percent increase over total pre-
training earnings. STEP provides services that benefit the
participants in the long term about 90 percent of participants
that conpleted STEP training in 2003 were still Al askan
residents in 2006.

2:29: 03 PM
He said intent was developed last year that requires the
department to work with all interested stakeholders in review ng

the programis priorities and procedures in both the controlling
regul ations and statute. A public forum was held in the interim
in which all but 4 of the 22 entities testified in favor of
STEP's continuance. One comment stands out from that period;
that was, “STEP denands deliverables and accountability.” He
concurred with that.

He said that |ast year he pledged to Representative Coghill to
advance STEP one piece at a tine. The first goal was the
reauthorization of STEP;, and the second was to get the
recommendations from the public forum on STEP. The third goa
was to assenble a task force to work through the coments and
recommendations he had received in the course of last year in
order to devel op any changes or procedures - in regulations or
statute — to bring forward in the next |egislative session. He
had assigned Deputy Conm ssioner David Stone to that task. He
cl osed saying that everyone needs to keep the dialogue on a
prof essional tack as the program gets inproved.

2:31: 05 PM
SENATOR BUNDE sai d he woul d provide sonme questions in witing.

CHAIR ELLIS asked Conm ssioner Bishop if he was able to find
i nprovenents in the procurenent process.

COWM SSI ONER BI SHOP answered that one of the areas he was able
to work on last spring was to inprove the STEP application
process.

CHAIR ELLI S asked if he was personally invol ved.

COWM SSI ONER BI SHOP replied yes; “lI'mon deck.”
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2:33: 23 PM

JOE CRUM President, Northern Industrial Training Trust, started
by saying they had trained 875 Al askans in 2007 and |ooked to
double that this year. He said the concept of STEP is excellent.
It is one of the only prograns that has training for soneone who
is already working. The STEP electronic submttal application
for grants is awesone as well as the fact that STEP pays for
room and board and other support services for participants.
Havi ng STEP funds available for conpetitive grants ensures that
trainees from around the state, not from just population
centers, can attend the program A person from Savoonga, for
i nstance, does not have equal access to a Job Center where he
can neet with a counselor in person and receive assistance
versus a person from Anchorage. STEP grants circunvent the
access problem by allowng the burden to be placed on the
grantee and not the state system — and he appreciated that. He
sumari zed that the STEP cuts across barriers; it is open to al
ages, abilities, all races and all regions within the state.

2:35: 39 PM

On the inprovenment side, he said, grant announcenents have a
deadline for submittal and a required training schedule, but
there is no deadline for when the grants are awarded. This
typically takes several nonths, which nmakes the origina

trai ning schedule that nust acconpany the application invalid

This delay severely shortens the recruitnent timefrane. STEP
rei mbursenents take a considerable tinme to be paid back, so when
a grantee is purchasing training equipnent for the grant
training they have to pay in advance and wait two or three
nmonths to be paid back. That causes undue financial hardship for
his organization as well as nmany others, and there is no
recourse for late paynent fromthe State of Al aska.

MR. CRUM al so suggested using a flat rate for tuition in the
grant, because going back for a breakdown of costs for facility
rental, telephone and fax use and insurance anounts is very
cunbersone. The | ast suggestion he had was to consider using the
new Denal i Comm ssion application process which is awesone.

CHAIR ELLIS commented those were the nost specific coments he
had heard in a long tinme and he said the Deputy Conmm ssioner of
t he Departnent of Law (DOL), Guy Bell, was taking notes.

2:38: 00 PM
DENNI S TRAYLOR, Southcentral Alaska Building and Construction
Trades, supported HB 226 and said one of Alaska' s mgjor

SENATE L&C COW TTEE -9- January 31, 2008



chal | enges over the com ng decade is workforce devel opnent. STEP
grants benefit working Al askans, because as a past instructor of
a training program he has seen firsthand the assistance the STEP
grant provided. Mst of the trainees are nmen and wonen from
rural areas who are already supporting a household with famly
menbers on a trainee’s budget. Going to a training facility to
conplete their training while supporting an additional household
crates a financial hardship, and these grants are a |ifesaver
for these nmen and wonen. OQtherwi se, he said, these slots would
ultimately go to a trainee within a city where the training is
being offered. This is not a union/non union issue, because any
of the trainees, union or non union, can use the STEP grant.

When he was an instructor, the AVTEC program in Seward received
a $5 mllion grant and was able to purchase training equipment
he wasn’'t able to. Wen Dan Logan, one of the AVTEC directors
cane to his facility looking for curriculum to put together a
concentric conduit bending program he invited himin and opened
up the curriculumto him Wile he was jealous of the grant, he
knew they were all working towards the sanme goal or training the
wor king nmen and wonen of Alaska to beconme skilled workers. He
urged that the unions, the universities, AVIEC and the ABC all
work together to neet the incredible challenge this state faces.

2:41: 24 PM

TOM BRICE, Alaska District Counsel of Laborers, supported HB
226. Hys folks deal wth private construction |aborers of
Al aska, Locals 341 and 942. Specifically, they appreciate the
STEP program because it is conpetitive and that insures quality.
It ensures deliverable and accountability for state funds spent.

2:43: 27 PM

JOHN MACKI NNON, Executive Director, Associ at ed CGenera
Contractors, supported HB 226. The Association represents over
650 nenbers statewide, and it is very heavily involved in
wor kf or ce devel opnent, training and continui ng educati on.

2:44: 14 PM
KEN PELTIER, Adm nistrator, Alaska Operating Engineers and
Enpl oyers Training Trust, said the trust is a jointly

adm ni stered | abor-nmanagenent trust fund between the Operating
Engi neers Local 302 and Associated Ceneral Contractors. They
train heavy equi prment operators, nechanics and service oilers in
the construction field and have provided training services
i ndependent in Alaska since 1989. The Training Trust has
successfully received STEP funding for the last 10 years.
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He said that the Department of Labor and Wbrkforce Devel opnment
(DOLWD) has identified the construction field as a high priority
occupational training area and Al aska is experiencing a critica

shortage  of resi dent workers with construction skills.

Hi storically this industry relies on non-residents to fill jobs
where they cannot find qualified Al askans. Wthout the necessary
training avail able, contractors are nore |likely to hire
experienced individuals from outside the state. The departnent
estimates construction job gromh wll exceed 15 percent over
the next decade; nore than 40 percent of the workforce is over
the age of 45 and could retire within a decade. The job growth
and replacing the aging workforce will require about 1000 new
constructions workers each year; if a gas pipeline is built,

t housands nore will be needed.

Qoportunities for enploynent of rural Al askans are |imted
primarily due to a lack of appropriate skills. The STEP program
has expanded training opportunities to rural individuals and has
increased the nunber of available trainee slots for rural
participants to attend the apprenticeship programin Pal ner.

He concluded by saying through STEP funding, the Training Trust
believes it will be able to increase enployability for nore of
its Alaskans by providing training resulting in credentials and
certifications. This training will nake them ready to neet the
needs of | abor shortages and expanding job opportunities and to
fill positions otherwise filled by non residents. He stated that
STEP training will neet the job needs of those in areas with a
hi gh rate of unenpl oynent.

MR, PELTIER added that this is a unique and vi able program that
Al askans can be proud of. No matter what the field of work, it
is a program that encourages workers to inprove their skills,
allowing them to obtain better paying jobs and decrease their
dependence on unenpl oynent funds. He encouraged the |egislature
to take the STEP program from a pilot to a permanent state
pr ogr am

2:47: 17 PM

JONATHAN SM TH, Al aska Regi onal Council of Carpenters, supported
HB 226. He said the STEP funds have helped the mllwight,
machi ne erectors, pile drivers and carpenters across the state.

2: 47: 45 PM

CHAIR ELLIS sumred wup that it’s highly Ilikely that the
| egi slature would extend the STEP program He didn't sense any
controversy, but the accountability piece could still be
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di scussed. He had proposed a |onger extension period than cane

to the commttee and he wanted nenbers to think about

period of time they are confortable wth.

what

SENATOR BUNDE said he had no quarrel wth 2018 if he could hear

the rational e.

SB 153- PEACE OFFI CERS/ FI RE FI GHTER RETI REMENT

2:49: 25 PM
CHAI R ELLI S announced SB 153 to be up for consideration.

SENATOR FRENCH, sponsor of SB 153, read his sponsor statenent:

Current law allows a police officer or firefighter
has also served in the arnmed forces to count

years  of mlitary service towards their Publ i c
Enpl oyees Retirement System retirement, provided that

two conditions are net. First, the enployee nust
be eligible for a federal retirenent benefit

second, the enpl oyee nust “buy” those mlitary service

years by paying for them

The shortcomng with the current system is that

mlitary years purchased towards a state retirenent
not count towards qualifying for retiree nedica
benefits. Mreover, many of those who are buying

presune that they are getting just that coverage.

the need for SB 153. This legislation corrects what
many wth forner mlitary service assume when
purchasing mlitary tinme: that the tinme purchased wll
be credited to their nedical benefits as well as their

retirenent.

This bill sinply allows for the same purchase of years

to count towards retirenent and nedi cal benefits.

The bill does not allow any doubl e dipping because the

potential state retiree nust not be eligible
federal mlitary benefits in order to qualify for
purchase in the first place.

SB 153 recognhizes the contribution made by police
officers and fire fighters who have both served our
country through the mlitary and now pursue careers to

protect and defend our state and communities.
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2:51:11 PM

SENATOR FRENCH asked the commttee to renenber there is no
doubl e-di pping. If you have served 20 years in the mlitary and
you are eligible for a mlitary pension, you cannot buy into
this program You have to be eligible for either one or the
ot her .

He explained that as the program stands now you can buy those
five years of retirenent time, but you don't get nedical
benefits. So the idea is to just conplete the step that was nade
when the program was first extended to the state's police
officers and firefighters and to let it be applied evenly across
t he board.

2:51: 57 PM

SENATOR BUNDE asked if this would apply to people who worked for
a fairly short tinme for the state, because if they had worked
for an extended period of 10 or 15 vyears, they would
automatically qualify for the health benefit through vesting.

SENATOR FRENCH replied you first have to get to 20 years of
service with the state. You can't buy your 25 years in essence
by having served only 10 years. You have to have the 20 years in
in order to buy the last 5 — and you can only buy 5.

SENATOR BUNDE asked how rmuch it would cost the individual to buy
t he heal th benefit.

SENATOR FRENCH replied that it would cost the same as was
i ndi cated on the PERS chart.

SENATOR BUNDE clarified that his concern was on the fiscal
inmpact to the health care system

SENATOR FRENCH replied that SB 153 has two departnent fiscal
notes; a zero fiscal note from the Departnment of Public Safety
(DPS) and two from the Departnent of Admnistration (DOA) -
first a small one and then a nuch bigger one arrived today. He
said comunication is going on with the admnistration about
what the problemwas with its assunptions.

CHAIR ELLIS said he wanted a well-reasoned fiscal note before
the commttee before the bill would be consi dered again.

SENATOR FRENCH said the nobst recent fiscal note he received
wal ked into his office an hour ago.
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2:55:27 PM

COLONEL AUDIE HOLLOWAY, Di rector, Al aska State Troopers,
Departnent of Public Safety (DPS), supported the concept of SB
153 because it would help with recruiting and keeping older
troopers. He had sone concerns, however, and for one didn't want
to make the PERS liability worse. He could testify nuch nore
confidently with a nore definite fiscal note.

CHAIR ELLIS said that he would hold the bill wuntil they could
pi n the nunbers down.

SB 187- ALASKA M NI MUM WAGE

2.:57.50 PM
CHAIR ELLI S announced SB 187 to be up for consideration.

2:58: 03 PM at ease 2:58:44 PM

SENATOR W ELECHOWBKI, sponsor of SB 187, said Al aska' s cost of
living is one of the highest in the nation. The cost of food

housing, wutilities, transportation and health care are far
greater here than in nost states. Despite this, Al aska has the
| onest mninum wage on the west coast. Oegon, Washington,
California and Hawaii all have hi gher m ni num wages, as do seven
other states. In addition, in 2009 the federal mninmm wage wil |l
increase to $7.25, surpassing Alaska s rate of $7.15.

SB 187 will increase Alaska' s mninmm wage from $7.15/ hour to
$8/ hour in 2009 and adjust it annually for inflation. |If
Al aska’s mninmum wage, last raised in 2003, were to have kept
pace with the rate of inflation, it would be nore than $8/hour
today. At least 10 states adjust their m nimum wage annually for
inflation, including Arizona, Colorado, Montana, Nevada, OGhio,
Oregon, Washi ngton and W sconsi n.

In 2009, federal mninum wage wll increase to $7.25/hour
surpassing Al aska's, the first tinme since statehood that Al aska
m ni mum wage will be below the federal mnimm wage. Since 1962
until 2003, Alaska s mninmm wage was required by statute to be
at least $.50 above the federal level in recognition of our
hi gher cost of 1iving.

3:00: 01 PM
About 14,000 Al askans (or alnost 5 percent of the workforce)
earn the mninmm wage, nost are in accommodation and retail

services as well as food service, education services and
manufacturing. A full tinme worker that nakes the m ninmum wage
earns |less than $14,000/year — barely above poverty Ilevel and
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$3,000 below poverty level for a famly of tw. Twenty-five
percent of those who earn between $7.15 and $8/ hour are parents.
Many are the sole wage earners in their household. About 58
percent of mninum wage earners are adults, the average age
being 38. So, statistics don't support the often-heard statenent
that m ni numwage is for teenagers.

3:02:14 PM

SENATOR W ELECHOWSKI expl ained that Al aska |law currently exenpts
enpl oyees under 18 years of age who are working 30 hours or |ess
per week from the state’s mninmum wage. New econom c studies
show little to no inpact on small businesses regarding m nimum
wage. Recently, over 650 economsts including 5 Nobel Prize
winners and 6 past presidents of the Anmerican Economc
Association signed a statenent stating that the federal and
state m ni mum wage increases can significantly inprove the lives
of low inconme workers and their famlies wthout the adverse
effects that critics have cl ai ned.

He nmentioned that Senator Joe Thomas is a co-sponsor.

3:03:22 PM
VI NCE BELTRAM , President, AFL-CI O supported SB 187. He said it
seeks to restore the annual inflation-proofing and bring the

m ni mum wage up to $8/ hour or $1 dollar over the federal m ninum
wage, whichever is greater. He added that other states, O egon
and Washington being the closest exanples, have mninmm wages
over $8/ hour and have an inflation adjuster equal to the
consuner price index (CPl). Wshington voters approved that by a
2:1 margin, but before that in 1998 when Washington had the
increase on the ballot, a lot of corporate |obbying groups
war ned of catastrophic consequences if an indexed mninmm wage
were passed. Geg Weks, Director, Washington Enpl oynent
Security Departnment, said that the Wshington State econony
right now is a job engine drawing people from the sidelines and
into the job market. Job growh reports showed Washington
outpacing the nation with a 3.5 percent gain over the previous
year. Since Washington began regularly increasing the m ninmm
wage in 1999 enploynent in sectors that traditionally pay at or
near m ni num wage have posted sustained job growth. For exanple,
eating and drinking establishnents, the ones that often tines
are worried about these types of increases, have added | obs
every single year in the state even after the post 911 recession
began. The state increased 10.1 percent in the restaurant and
bar enpl oynent, and overall non farm enpl oynent increased by 7.9
per cent .
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He said another study in 1998 failed to find any systematic
significant job loss associated wth the 1996/97 federa
i ncrease of $.90/hour, which ambunted to nore than 21 percent. A
recent fiscal policy institute study of state mninmum wages
found no evidence of negative enploynent effects on snal
busi nesses as a result of increases in the m ni num wage.

3:07:07 PM

In Anchorage, since 2003 when Alaska’s mninmum wage was
increased to $7.50/ hour the cost of |iving has gone up nore than
15 percent. So the lowest of the state’s wage earners are
| oosing ground. Had the legislature left the inflation-proofing
in in 2003, we would be at $8.50/hour and at that rate a ful
time worker would have an annual inconme of about $16, 600, about
$1,000 below the federal poverty level. He said inflation
adjustnents would meke |abor costs predictable for enployers,
help to get nore Al askans closer to being off of the poverty
rolls and would increase the anount of noney circulating in our

econony, which should stinulate our consuner markets. “lt’s very
clear that increases to mninmm wage won’t hurt our econony, but
in fact wll help it,” he concl uded.

3:07:35 PM

SENATOR JCE THOMAS, co-sponsor of SB 187, added the current
m ni mum wage creates a net income of $13,068/year or $1089/nonth
and the basics of living every nonth puts an average famly of
three in the hole by about $740/nonth. This obviously
contributes to the situation where sonebody else is sonehow
supporting those folks, and that needs to be taken into
consideration in |ooking at the inpact. Mking people nore self
sufficient takes l|less noney from the welfare agencies, he
enphasi zed.

CHAIR ELLIS noted that Gey Mtchell, D rector, Division of
Labor Standards and Safety, Departnent of Labor and Workforce
Devel opnent (DOLWD), was avail able to answer questions.

3:09: 27 PM

PAT LUBY, Advocacy Director, AARP, supported SB 187 and said a
living wage should be their target, not just the m ninum wage.
Each year Al aska has an increase in older workers. Many of them
want to work and draw salaries. A second significant group is

retirees who find that inflation increases in health and
utilities or the loss of a spouse force them back into the
wor kpl ace. This trend will I|ikely increase in the future and

many of these retirees can only find jobs at the m ni num wage.
He said the new federal government's poverty level for a single
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person in Alaska is $13,000. None of these folks are getting
rich, he said; they are only going to get by and he supported
hel pi ng them

3:10: 52 PM

PAUL WOLFSON, Tuck School of Business, Dartnouth College, New
Hanpshire, said he received a PhD in Economics from Yale in 1989
and he had been enployed in many good positions. Mchelle
Sydeman [staff to Senator Welechowski] asked if he would
testify on the mnimm wage. He said he had published three
papers on the m ni mrum wage. Wiile he hadn’t had a chance to | ook
at specific data for Alaska, he wanted to talk about the
econoni ¢ profession’ s view of the current m ni mum wage.

He said before 1990, alnobst all economsts would have agreed
that the mnimum wage woul d reduce enploynment, but in the |ast
20 years a great deal of research has indicated that m ght not
be correct. The nobst prom nent research, by David Card and Allen
Kruger (professors at Berkeley and Princeton), exam ned fast
food restaurants on the Pennsylvania/New Jersey border and
conpared enploynent before and after the m nimum wage increased
in New Jersey. They found no evidence the enploynment in New
Jersey responded badly to the m ni num wage increases there. Mre
recently simlar work has been published by three econom sts at
Ber kel ey; one |ooked at restaurants in San Francisco in 2004
when it inmposed a mninmm wage of $8.50 and conpared them to
restaurants elsewhere in the Bay area. Even though their
estimate was nore precise, they weren’'t able to detect an effect
that was different than zero.

I n anot her study, the sane three authors, instead of |ooking at
restaurants in the same area, |ooked around the country and
noticed a nunber of counties that were adjacent to each other
but in neighboring states. One of those states at one tine
raised the mninmm wage while the other one did not. So they
| ooked at what happened to enploynent in those neighboring
counties, but they, too, were not able to find any effect of the
m ni mum wage on enploynment. However, they were able to explain
how other people found raising the mninmm wage defective and
their explanation was that they were able to control for trends
in the regional econony that other people weren't able to
because they didn’'t have the sane data structure.

MR. WOLFSON concluded that it is fair to say that the economc
profession no |onger has a consensus view, economsts can be
found on both sides of the issue, which is quite surprising.
OQpponents of the two increases in the federal m ninmum wage that
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occurred in 1996 and 1997 predicted nmassive job |osses, but
instead the enploynents rates of the |east advantaged workers
soared to unprecedented |evels.

3:16: 09 PM
SENATOR BUNDE said he would like to know where Al aska ranks for
cost of living and how many people in Al aska are calculated to

work at mninmum wage and if they are one or two-earner famlies.
He also wanted M. WlIlfson to explain his suggestion that
raising the mninmm wage expanded jobs and if that encouraged
people to stay at that Ilevel rather than to nove on. Oten
m ni mum wage jobs are considered a starter job and you nove on

SB 187 was held for further work.

SB 197- PAYMENT DATE FOR CREDI T CARD PAYMENTS

3:18:27 PM
CHAI R ELLI S announced SB 197 to be up for consideration.

SENATOR W ELECHOWBKI, sponsor of SB 197, said this bill stens
from an irate constituent who related that he had mailed his
paynents to his credit card conpany at |east a week ahead of
time, and for whatever reason, had not received themon tine. So
he thought why not do it the way the IRS, the State of Al aska,
the Municipality of Anchorage do, which is “the bill is received
the day it is mailed.”

SENATOR W ELECHOWSKI expl ai ned that people who have their credit
card paynents received late often have their rates tripled. In
sone cases, the l|late paynents are tied to higher nortgage and
auto insurance rates. This can have devastating inpacts on one’s
j ob application because enployers often | ook at credit reports.

He said the fees can anobunt to hundreds of dollars because you
are charged interest on the full amount; he was shown a credit
card statenment where sonmeone was charged a 399 percent interest
rate for being one day late along with a $39 late fee. It was
due on a holiday, which was a WMnday, the day before was a
Sunday; so there was no nmail on Sunday. The credit card conpany
got the paynment on Tuesday. The particular problem people in
Al aska have is that it takes longer for nmail to get here and
longer for it to get sent back. It’'s bad for people in
Anchorage, but it's even worse for people in the Bush.

He had done extensive research on this issue and hadn’'t found
any other state attenpting to address this. He has gotten nore
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positive feedback on this bill than alnost any other bill he has
filed. He hoped it had been narrowy crafted enough so that it
didn’t have any preenption issues wth federal |aw. He explained
that states cannot regulate rates, fees or price related itens,
but this bill doesn’t do that. A state cannot regulate if it’'s
sonething that’s overly burdensone, but this bill doesn't do
that either. He reiterated that every state, the nunicipality of
Anchorage, and the federal government, when they accept paynent
from you, it's the date you have it postmarked. Electronic
paynents are that way as well. That’s all this bill says.

CHAIR ELLIS said he is an enthusiastic co-sponsor because he
t hought Al askans were being scamred by sonme of the najor credit
card conpani es. He thought the system was set against consuners
and Alaskans in particular. So if this can be docunented, he
hoped to nake sone progress.

SENATOR BUNDE said he shared his goal and concerns, but naybe
considering the tinme value of noney, they could be encouraging
Al askans to mail their paynents on the due date, when it’s post
mar ked, but now it doesn’'t arrive at the conmpany for a week and
the conpany is now |osing noney. That doesn’t seem fair either
and woul d, of course, be added to the overhead which will come
back on us all. He asked if the sponsors had given any thought
to applying this only to paynents nmail ed before the due date.

CHAIR ELLIS responded that was a good question and asked himto
hold it for the next hearing.

3:22:41 PM

STEVE CLEARY, Executive D rector, Alaska Public Interest
Research G oup (AKPIRG, enthusiastically supported SB 197. It’s
a great help to consumers who are paying their bills on tine to
receive credit for that. He agreed with what can happen to
consuners if they send their paynments on tine, but are still
consi dered | ate.

3:23:47 PM
DAVI D LAVER, Senior Vice President and General Counsel, First
Nat i onal Bank of Alaska, said this legislation will not achieve

Senator Wel echowski's objective. It would result in becom ng
the law of the state where paynment is received and First
Nat i onal Bank of Al aska and Al aska USA would be the only banks
in Alaska it would affect. He explained that First National
could conply with it with respect to paynents nmade from accounts
with the bank to credit cards with the bank. Otherw se they are
not able to identify the date and source of the conputer
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aut hori zation for paynment or the date of a tel ephone
authorization for paynment. In nost cases, he explained, an
el ectronic or a phone authorization is nmade to an internediary.
So when that internediary ultinately sends paynent to him on
behalf of its customer, they sinply send a nane, an account
nunber and an anmount. The bank is unable to ascertain the date
when the call was made.

As to the post mark paynent, as natters are now when they
receive paynent in the mail, that is processed by their |ock box
system whi ch nechanically opens the envel ope and sorts the check
and the paynent stub from the envelope. The paynent stub and
check are then sent for processing. If the bank had to record
the date of post marking that would have to be done by people,
which would entail a cost they couldn’t bear given their margins
in connection with their issuing business.

MR. LAVER explained that the law of paynent can be varied by
contract and his bank only credits paynents nade across the
counter if received by 2:00 p.m Any paynent received later is
treated as being received the next day. If this bill was changed
to prohibit alteration of the law by contract, First Nationa
would sinply go out of the credit card issuing business. Then
Al aska constituents would be left with no one to do business
with except the credit card conpanies that are doing business
and receiving paynents outside of the state of Alaska and who
woul d be unaffected by this | aw

3:29: 07 PM

Bl LL SCANELL, representing hinself, supported SB 197. He said
whil e he understands nost of this stuff is federally regul ated,
sonmething needs to be done in Alaska. Wwen his wife, who is
fanatical about paying her bills, was a day late, it took them
both 5.5 nonths to pay off the credit card and their insurance
rates went up. The phone calls alone took up literally half a
day and that just isn't right. GCetting a post mark is valid
proof of service, he said. If credit card conpani es are charging
wor ki ng people 18, 20, 30 and 50 percent, they can afford to pay
for opening envel opes.

3:31: 27 PM

JOHN FARLEIGH, representing hinself, supported SB 197. He
testified how he cut up his Chase credit card and sent it back
when his interest rate reached 24.9 percent because of a series
of late paynents. He explained that |ast Novenber 27 he nmailed
paynents to both Chase and Anerican Express. Three days later on
Novenber 30 Anerican Express posted his paynent, but Chase
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didn’t post his paynment until Decenber 10. He called custoner
service and they agreed to take away the $35 charge, but refused
to repost it to a nore reasonabl e date.

He expounded that not only is this legislation needed, it needs
an anendnent because of what happened to him after he conpl ai ned

- Chase retaliated on him H's next nonth’s bill was received in
his honme on Decenber 24 with a due date of January 5 and he
declared, “If they are claimng it takes two weeks for the nai

to get there, that makes if physically inpossible to nake that
paynent . ”

He related that he started wring paynents through Wstern
Uni on, but now Chase doesn't accept wired paynents, so they are
taking away his ability to pay on tine. This is a calcul ated
strategy, he exclainmed, to allow them to raise his interest
rates. So the amendnent he suggested was to require credit card
conpanies to give people a 30-day window to pay from the tine
they issue the bill.

CHAIR ELLIS thanked him for his testinony and said they would
hold this bill for further work.

There being no further business to cone before the commttee, he
adj ourned the neeting at 3:35:05 PM
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