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W TNESS REG STER

SENATOR BI LL W ELECHOWSKI

Al aska State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of SB 187.

MAX HENSLEY

Staff to Senator Ellis

Al aska State Capitol

Juneau, AK

POSI TI ON STATEMENT: Explained the CS for SSSB 230 for
sponsor.

DAVA CHASLE, Production Executive
The I ncentives Ofice

Los Angeles, CA

PCSI TI ON STATEMENT: Supported SB 230.

W LLI AM CAVAN, i ndependent video and fil m producer
Ol ando, FL
POSI TI ON STATEMENT: Supported SB 230.

M CHAEL COLLI ER, independent fil m producer
Anchor age, AK
PCOSI TI ON STATEMENT: Supported SB 230.

KATE TESAR

Al aska Fil m G oup

Juneau, AK

POSI TI ON STATEMENT: Supported SB 230.

DEREK M LLER

Staff to Representative Kelly

Al aska State Capitol

Juneau, AK

PCOSI TI ON STATEMENT: Conmented on HB 233 for the sponsor.

t he
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DARREN SCOTT, CEO

Kodi ak El ectric Associ ation

Kodi ak, AK

PCOSI TI ON STATEMENT: Supported HB 233.

RON VACERA, Director

Menber Service

Chugach El ectric Associ ation

Anchor age, AK

PCOSI TI ON STATEMENT: Supported HB 233.

ROBERT W LKI NSON, CEO

Copper Valley Electric Association
Val dez, AK

PCSI TI ON STATEMENT: Supported HB 233.

MARI LYN LELAND, Executive Director

Al aska Power Associ ation

Anchor age, AK

POSI TI ON STATEMENT: Supported HB 233.

RAY CRAIG Chair

Chugach Consuners and Advocacy Goup for Electric Uility
Cust oners

Anchor age, AK

POSI TION  STATEMENT: Support ed HB 233 with addi ti onal
requi renents for newspaper adverti sing.

ACTI ON NARRATI VE

CHAI R JOHNNY ELLIS called the Senate Labor and Commrerce Standing
Commttee neeting to order at 1:30:11 PM Present at the call to
order were Senators Bunde, Davis, Hoffman and Ellis.

SB 183- REPEAL DEFI NED CONTRI B RETI REMENT PLANS

1:31: 13 PM
CHAIR ELLI S announced SB 183 to be up for consideration.

SENATOR ELTON, sponsor of SB 183, reminded the committee that
this bill hires new enployees into Tier IIl PERS and Tier Il
TRS. It gives them a chance to earn a guaranteed benefit pension
and retiree health coverage at no cost to the system He said
they had talked in the past about how the defined benefit is
expensi ve and when you aggregate Tiers I, Il and Ill on the PERS
side, it is nore expensive, but you have to renmenber that prior
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to the passage of the defined contribution all new enployees
were going into Tier I1l. Now data from the state's actuaries
shows that the Tier 1Il is slightly nore expensive on the PERS
side and slightly | ess expensive on the TRS side so it’s kind of
a wash for the state, but it does give new enployees a better
benefit.

He stated that nost of the state’s public enpl oyees don't have a
safety net, the defined benefit, of social security under them
Also our retiree econony in this state is alnpst $1.5
billion/year. One of the reasons it is so strong is because the
defined benefit plan has a cost of |iving adjustnent (COLA) that
encourages people to stay here and spend the noney here. The
defined contribution plan does not have that COLA. He thought
that lack would actually encourage sone retirees to nove south
especially since one of the consequences of the defined
contribution system is that sonme famlies could run through
their health benefit account in as little as 18 nonths.

SENATOR ELTON ended by saying there are sone things this bil

doesn’t do. In the review of the defined contribution plan sone
t hi ngs made sense and those things won't change. Anong them are
the requirenent for a second actuary to check the work of the
first actuary, mandatory experience studies, elected officials

are still out of the system the ARM board having the inportant
financi al experience of disinterested nmenbers, the 2010 buy back
deadline and no enployer under this bill paying less than the

normal cost.

CHAIR ELLIS rem nded the commttee that the bill has a |ong way
to go. He personally thought the discussion about recruitnent
and retention of enployees and teachers was worth having because
the state learns nore as it goes along and hears not just the
anecdot al experiences, but the statistics as well.

1: 36: 57 PM
SENATOR DAVIS noved to pass SB 183, version M from conmmittee
with individual recomendati ons and attached fiscal notes.

SENATOR BUNDE obj ected. He said he understood both sides of the
i ssue, but he opined that in the pipeline era the state couldn’'t
match salaries so it provided “pretty lucrative benefits” and
we’'re having to pay for those now.

A roll call vote was taken. Senators Hoffrman, Davis, and Ellis

voted yea; Senator Bunde voted nay; so SB 183 passed from
conmittee.
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SB 187- ALASKA M NI MUM WAGE

1:39:17 PM
CHAI R ELLI S announced SB 187 to be up for consideration.

SENATOR BILL W ELECHOASKI, sponsor of SB 187, recapped that it
woul d rai se the Al aska m nimum wage from $7.15 to $8 per hour in
2009 and adjust it annually for inflation. It would also link it
to any increases in the federal mninum wage by requiring that
Al aska be $1 nore than the federal m ni num wage.

He then answered questions that came up at the |ast hearing. One
was regarding a supporting statenment about where Al aska ranks
anmong the 50 states in cost of living; overall Al aska ranks 47'"
— nmeaning we are the fourth highest.

Anot her question was asked about how many Al askans this wll
affect. There are currently about 14,000 Al askans in the m ninmm
wage category. Mst are in conbinations of food service and
retail trade, educational services and manufacturing areas.

SENATOR W ELECHOWSKI explained that the fulltime worker that
earns m ni num wage earns about $14,000 per year, which is barely
above poverty level for a single person and it’s $3,000 |ess for
a famly of two. Roughly 58 percent of mninmm wage earners are
adults with an average age of 38 years ol d.

1: 40: 57 PM
SENATOR STEVENS joined the comm ttee.

1:41: 06 PM

SENATOR W ELECHOWSKI  said another question was asked about
whet her the inpact on Al askans jobs would be negative or
positive. He said Dr. Wl fson testified in the |ast neeting that
the current body of economc science in this field shows it
woul d have no negative inpacts on jobs or the econony. No one
was able to identify any inpacts, particularly when Al aska | ast
raised its m ni numwage in 2002.

SENATOR HOFFMAN asked if any other state has provisions for $1
hi gher than the federal m ni nrum wage.

SENATOR W ELECHOWBKI answered no, but other states have a higher

m ni mum wage than Al aska. Alaska’s mninum wage is |ower than
any other state on the Wst Coast. Several other states
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currently tie theirs to an inflation rate. Ten states adjust
their m ni mum wage annually for inflation.

1:42: 57 PM

CHAIR ELLIS said the state doesn’t have an automatic adjustnent
and went for a long tinme wi thout raising the m ni num wage. There
was a |lot of pent up frustration because of that and a citizen’s
initiative got the process going; the legislature stepped in and
got the initiative off the ballot. He asked Senator W el echowski
to remind themof the state’s history on this issue.

SENATOR W ELECHOWSKI recapped that in 2002 raising the m ninum
wage to $7.15/hour and having an annual COLA adjustnent tied to
the inflation rate was on an initiative signed by 47,000
Al askans. It was certified by the Lieutenant Governor and was
about to appear on the ballot, but the |egislature passed an
identical law. Polls indicated that 80 percent of Al askans
supported it. H's own unscientific survey of people in his
di strict found over 80 percent supported this proposal.

He said the legislature had already passed a bill simlar to
this proposal, but with [ower amunts, but before the cost of
living adjustnment kicked in for the next year, the legislature
reopened the bill and took it out. This puts it back in. The
$8/ hour is a little lower than if the COLA would have been |eft
in; it mght be closer to $8.10 or $8. 15.

1:45: 25 PM
SENATOR HOFFMAN said he didn't know if he supported everything
in the bill, but he did support noving it on to the next

commnttee. He noved to pass SB 187 from commttee wth
i ndi vi dual recommendati ons and attached fiscal note(s).

1:46: 07 PM
SENATOR BUNDE objected. He stated that he understood the intent,
but thought the gains are illusionary because the people who pay

the increased cost of the mninmum wage are the people who are
going to be earning the m ninum wage. This would bring increased
pressure on people who don’'t earn mninum wage to say well that
went up, so ny salary should go up too, causing an inflationary
spiral. He al so opined:

| think as nost mininmum wage jobs are service jobs
kind of tenporary jobs, that people that are — they’l

get a tenporary bunp in one pocket and they’' Il lose it
out of the other. It’s illusionary.
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1: 47: 37 PM

A roll call vote was taken. Senators Davis, Hoffrman, and Ellis
voted yea; Senators Bunde and Stevens voted nay; so SB 187 noved
to the next conmttee.

SSSB 230- FI LM OFFI CE/ FI LM PRODUCTI ON TAX CREDI T

1:48: 00 PM

CHAIR ELLI'S announced SSSB 230 to be up for consideration. He
said there were concerns about internships and a few other
i ssues at the |ast neeting.

MAX HENSLEY, staff to Senator Ellis, sponsor of SSSB 230,
expl ained new CS SSSB 230 (L&C) 25-LS1275\0. He explained that
in the last hearing they discussed the internship program with
Senator Stevens and as a result on page 2, lines 15 and 16 all ow
the film office to certify Alaska film production internship
training progranms. To pronote the enploynent of the program
interns by eligible productions this version renoves the I|ink
between the internship program and the university and renoves
the questions about private industry wshing to nmaintain
internship progranms for individual people wanting to apply to
the film office. The film office has assured him it is well
within its ability to do this kind of certification wth
regul ati on.

MR. HENSLEY said the other change was on page 4, lines 13 — 16,
that has a tighter definition of what the duties of the
i ndependent CPA are regarding verification of the spending done
in the state — in response to Senator Bunde’'s concerns about
fraud. This |anguage was suggested by the drafters as the nost
preci se.

1:51: 31 PM

SENATOR BUNDE asked if that |anguage guaranteed if sonething
fraudul ent was found beforehand the film office wouldn’t have to
seek recourse.

MR. HENSLEY replied that was the intention.

CHAIR ELLIS added that there’s always |egal recourse for fraud,
but you don't want the incentive to be in danger of being
pul | ed.

VR. HENSLEY said that is a concern with this kind of

transferable credits. The secondary market for them wll be
significantly weakened if there is the potential for a party not
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involved in the production who purchases the credits to be
liable for the activity of the producers.

CHAIR ELLIS clarified that this language is for the state's
protection and to avoid the problem

MR. HENSLEY said the final issue that was raised was the listing
of qualified expenditures on page 4. The |anguage on line 26
says the spending has to happen directly within the state. He

said that sone things like technical lighting aren’t avail able
in the state and will have to be transported here. Al askan
busi nesses will be involved in that and that would be part of

the qualified expenses.

1:54:13 PM

SENATOR STEVENS said he wasn't sure this |language neant what M.
Hensley said it did. He asked if it talks only about post-
production expenditures in the state or about everything above
that directly incurred in this state.

MR.  HENSLEY responded any of the three - pre-production,
production and post-production expenditures — incurred in the
state of Al aska would qualify.

CHAI R ELLI' S and SENATOR BUNDE stated that it was their intent to
i nclude all three.

1:56:41 PM

DAMA CHASLE, production executive, wanted to address some points
from last Tuesday's neeting and urged them to consider the
i ncreased cost of getting equipnent to Alaska. She reiterated
that currently Al aska doesn’t have adequate infrastructure and
trained crew available. She supported keeping the 30 percent
base tax credit to offset these costs.

She underscored the many jobs that will cone to the state as a
result of having this industry, saying a studio film typically
enpl oys several hundred people in high paying, high tech jobs
that last for nonths. They plow considerable nonies into |oca
econom es, from the obvious hotels and rental cars to the |ess
obvi ous lunber yards, dry cleaners, teachers for mnors who are
on the set, seanstresses, caterers, extras, animl wanglers,
film digital lab processing, et cetera. “And it's always
preferable to hire trained |ocal crew, because of the savings in
travel and living and the local know edge of the custons and
procedures.”
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1:58:28 PM

W LLI AM CAVAN, independent video and film producer, Ol ando, FL,
commended them on this bill. He said he was presently producing
a lowbudget filmin Florida, and a few of the people he talks
to recognize Alaska is the place to film this and to hire
| ocal s.

1:59: 20 PM

M CHAEL COLLI ER, i ndependent Anchorage film producer in
Anchorage, noticed that the crew base in Alaska is dwi ndling. He
has had many friends who go from college and want to get into
film but they just decide they can't do it here and go
somewhere else. So when he nakes his small projects, it’'s hard
to find crew, and he imagined it would be even nore difficult
for larger productions that would have to hire from ot her places
outside the state. An incentive to build a crew base up here and
to develop nore talent would also bring up nore projects that
woul d develop into a range of filns frombig to small

2:01:11 PM
CHAIR ELLI S thanked him for being a part of the response on this
bill. He noted the *avalanche of support from the strangest

corners of Al aska.”

2:01:34 PM
KATE TESAR, Alaska Film G oup, thanked the conmmttee and noted
that the Cohen Brothers have purchased rights to produce a

recent best seller in Alaska so the timng of this bill could
not be better. She said the bill has become even better wth
t heir hel p.

SENATOR STEVENS asked if this bill could actually have an inpact
on that film

M5. TESAR responded that they hoped to get regulations witten
in this fiscal year

2:03:43 PM
SENATOR DAVIS noved to adopt CSSSSB 230(L&C), version O There
were no objections and it was so ordered.

SENATOR BUNDE commented that they are giving transferable tax
credits to an entity that doesn't pay any taxes and he hoped
they wouldn't becone an unsustainable drain on the state
treasury and have to be canceled |ike the previous one. He
t hought a nore accurate title would be “the filmsubsidy bill.”
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CHAIR ELLIS noted that the State of Al aska chooses to operate in
a certain way wth its corporate taxation and its personal
taxation, whether it be income tax or sales tax. It chooses to
operate the state on oil revenues; whether that is w se or not
remains to be seen. This is an opportunity for economc
devel opment and enploynment. The state makes it choices at the
state level, but that may change in the future.

SENATOR BUNDE nentioned that he can’'t help but think it’s
somewhat ironic that they are about to nove a bill forward that
provides tax incentives because it wll increase devel opnent,
when a few short nonths ago they raised huge taxes on an
industry and said it wouldn't affect its ability to invest at
all.

CHAIR ELLIS said “The proof is in the pudding. W Il see how it
all turns out. And | think we'll be here to take note.”

2:07:06 PM

SENATOR STEVENS noved to report CSSSSB 230(L&C) [version O from
commttee with individual recomendations and attached fiscal
note(s). There being no objection, the notion carried.

CSHB 233( L&C) - UNCLAI MED PHONE/ ELEC COOP DI STRI BUTI ONS

2: 07: 54 PM
CHAI R ELLI S announced CSHB 233(L&C) to be up for consideration.

DEREK M LLER, staff to Representative Kelly, sponsor of HB 233,
explained that it addresses the sonetines burdensone and
ineffective noticing requirenents of unclained property |aw
regar di ng capi tal credits of el ectric and t el ephone
cooperatives. From tinme to tinme these cooperatives receive
excess revenues from its nenbers that exceed the expenses of
operations. They hold funds in nenber-owned capital accounts
called capital credits (sonetines called “net nmargins”) on
behal f of the menber. These coops may refund a portion of these
accunmul ated credits, but in sonme cases the cooperative seeking
to refund the capital credits can no longer find the nenber
through their last known address. As a result, many credits go
uncl ai med.

Current uncl ai med property law allows the credits to be reverted
back to the cooperative as long as it has mailed a notice to the
| ast known address at least six nmonths prior to the reversion
and published a notice in a newspaper of general circulation. It
has been found the newspaper notification has not significantly
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i ncreased the nunber of nenbers who cash their capital credits;
as a result the cost of conpliance of that part of the law is
significant, while the effectiveness is questionable at best. HB
233 all ows cooperatives the option of using the Internet instead
of newspaper publications to notify its nenbers of these
unclaimed capital credits. He noted that Alaska is one of the
nost wired states in the nation.

As an exanple, M. Mller noted Alaska Village Electric
Cooperative (AVEC) serves 52 villages and spends many thousands
of dollars to publish in several different newspapers, but they
also have a website where the names of unlocated menbers are
conti nuously published.

MR MLLER said this legislation is supported by the Al aska
Power Association as well as several other rural coops and
i ndi vi dual s.

2:11: 07 PM
SENATOR HOFFMAN asked how many newspapers AVEC advertises in.

MR MLLER didn’t know t hat answer.

SENATOR STEVENS said they are talking primarily about people who
have noved; if they are still custonmers, it’'s relatively easy to
| ocate them He asked how many people they are tal king about.

MR MLLER said other folks could better answer that. The
problemis that the cost of conplying with the law is nore than
the actual anounts that are in the accounts.

2:12: 27 PM

DARREN SCOIT, CEO Kodiak Electric Association, supported HB
233. He said the association spends about $4000 per year to
advertise in the newspaper and it’s very ineffective. Using the
Internet to contact people works a |ot better.

2:13:49 PM

RON  VACERA, Director, Menber Servi ces, Chugach Electric
Associ ation, supported HB 233. He explained that a lot of
Anchor age people nove and Chugach Electric pays capital credits
on a regular basis. It spends about $55,000 annually for
publ i shing nanes in the newspaper, and it typically takes up 16-
20 pages in the paper. It ends up issuing 2500 — 3000 checks to
about 15-20 percent of the nanmes listed, which indicates sone
success, but a lot are left listed. He said that wusing the
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I nternet was much nore economical and the list could remain on
line for an extended period of time unlike the newspaper.

2:16:16 PM

ROBERT W LKINSON, CEO  Copper Valley Electric Association

supported HB 233. He agreed with all the previous testinony in
support of this bill and said they had been advertising for
invalid addresses on their website already for a nunber of
years. People who work wth it have told him it is nore
successful than newspaper advertising. He added that a majority
of the Al aska coops use these credits for scholarships for youth
of menber owners. Copper Valley Electric over the past 15 years,
had put over $100, 000 into schol arshi ps.

2:18: 14 PM

MARI LYN LELAND, Executive Director, Alaska Power Association,
supported HB 233. She said this process would be nore effective
for locating former custoners who are owed capital credits. In
addition it would save them and their custoners many thousands
of dollars in advertising expense. The current nethod of
publ i shing names four tinmes in |ocal newspapers is cunbersone,
expensive and not even terribly effective in nost small Al askan
comunities, where even if their nanes are published, they don’'t
live there any nore and aren’'t likely to see it.

She said that using the Internet for notice already has sone
precedence in Alaska s unclained property statutes and that the
Departnent of Revenue already gives notice to owners of
uncl ai med property using an Internet website.

SENATOR BUNDE assuned that the expense of the publishing is
passed on as an operating expense to the consuner.

M5. LELAND answered that was her understandi ng.

SENATOR STEVENS asked how she tries to contact soneone who has
| eft the conmunity, whose physical address no |onger exists, by
using the Internet.

M5. LELAND answered rather than advertising a long |ist of names
four times there would be a smaller advertisenent in the paper
that would direct people to the Internet where they could | ook
at the names. She nentioned that finding one’s nane in the
newspaper is a hit or mss proposition, but it would be on the
coops’ websites all the tine.

2:22: 04 PM
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RAY CRAIG Chair, Chugach Consuners and Advocacy G oup for
Electric UWility Custoners, supported HB 233 for all the
previously nentioned reasons. However he was concerned that it
went too far by not putting any mninmum requirements on what
kind of an advertisenent the utilities would do. A utility could
possibly bury a fine print ad in the back of the legal notices
of the paper out of the view of the public — in light of the
fact that utilities can keep unclainmed capital credits.

He suggested a possible fix to require a mninmm size display ad
four tinmes a year with an attention-getting headline like “Do we
owe you noney?” He rem nded them that the newspaper advertising
does al |l ow t housands of people to recover their capital credits.

2:25:57 PM
CHAIR ELLIS asked M. MIller if he had heard this suggestion
bef ore.

MR. MLLER replied it was new to him and he offered to work on
it.

CHAIR ELLIS said he would be interested in seeing a CS with a
mnimum size ad and possibly a requirenent that the wutility
collect the emmil address of the consunmers. He held HB 233 in
conmittee.

There being no further business to conme before the commttee
Chair Ellis adjourned the neeting at 2:29:05 PM
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